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Editorial: Insights
Chris McPhee, Editor-in-Chief

Welcome to the September 2018 issue of the Technology
Innovation Management Review. The authors in this is-
sue share insights on repairing trust in R&D partner-
ships, the relationship between marketing needs and
actions in entrepreneurial marketing, defining transna-
tional entrepreneurship, assessing the impact of busi-
ness intelligence on export performance, and applying
the lean startup methodology to the commercialization
process.

In the first article, Anna Brattstrom from Lund Uni-
versity in Sweden provides an actionable framework for
dealing with trust violations in R&D partnerships. Based
on a review of relevant literature and real-life examples
illustrating how trust can be rebuilt in partnerships, the
author provides a framework and checklists to help
firms deal with trust violations when they occur and
choose a strategy to rebuild trust over time.

Next, Mika Westerlund from Carleton University in Ott-
awa, Canada, and Seppo Leminen from Pellervo Eco-
nomic Research and Aalto University in Helsinki,
Finland, investigate the relationship between marketing
needs and actions in entrepreneurial marketing. Their
study showed that entrepreneurial interpretation of the
environment is important as it results in various market-
ing actions. However, the authors also argue that both
the research and practice of entrepreneurial marketing
should put more emphasis on monitoring and under-
standing changes and opportunities in a competitive
situation.

In the third article, Eduardo Bailetti from Carleton Uni-
versity’s Technology Innovation Management program
identifies the distinctive features of transnational entre-
preneurship and offers a new definition to help compan-
ies grow at an early stage. The author developed this
new definition and identified the distinctive features by
examining existing definitions of transnational entre-
preneurship and using topic modelling to discover
themes in the relevant literature.

Then, Michael Neubert from the International School of
Management in Paris, France, and Augustinus Van der
Krogt from Universidad Paraguayo Alemana in San
Lorenzo, Paraguay, study the use and impact of busi-
ness intelligence on the ability of software firms from
emerging economies to globalize successfully. Through
their analysis of in-depth interviews with founders,
shareholders, and CEOs of Paraguayan software firms —
and using the Uppsala internationalization process
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model as a theoretical framework — the authors share
insights about the impact of business intelligence on
the export performance of firms attempting to globalize
from within an emerging economy.

Finally, Saheed Gbadegeshin from the Turku School of
Economics in Finland presents a new framework for
commercializing high technologies that draws upon the
lean startup methodology. This framework, called “lean
commercialization”, was developed from a case study
of technology-based companies and by interviewing
commercialization experts. The article outlines the be-
nefits of the framework and provides a procedure for its
application in practice.

For future issues, we are accepting general submissions
of articles on technology entrepreneurship, innovation
management, and other topics relevant to launching
and growing technology companies and solving practic-
al problems in emerging domains.

Please contact us (timreview.ca/contact) with potential art-
icle topics and submissions, and proposals for future
special issues.

Chris McPhee
Editor-in-Chief

About the Editor

Chris McPhee is Editor-in-Chief of the Technology
Innovation Management Review. Chris holds an MASc
degree in Technology Innovation Management from
Carleton University in Ottawa, Canada, and BScH and
MSc degrees in Biology from Queen’s University in King-
ston, Canada. He has nearly 20 years of management,
design, and content-development experience in Canada
and Scotland, primarily in the science, health, and edu-
cation sectors. As an advisor and editor, he helps entre-
preneurs, executives, and researchers develop and
express their ideas.

Citation: McPhee, C. 2018. Editorial: Insights.
Technology Innovation Management Review, 8(9): 3-3.
http://doi.org/10.22215/timreview/1181
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How to Deal With and Repair Broken Trust
in an R&D Partnership

Anna Brattstrom

“Rebuilding trust when it'’s been broken is not dependent

”»

only on the person who has broken it, or how many
times they can prove they are honest. It depends on the
person who has decided not to trust anymore. Though
they may be totally justified in their decision not to trust,
as long as they choose not to, the relationship has no
hope of survival and should be ended. If or when they
decide to trust again, there is hope reborn.

Doe Zantamata

Author of Happiness in Your Life

This article offers an actionable framework for dealing with trust violations in R&D
partnerships: it explains how to turn around a conflicted R&D partnership, repair trust, and
learn from the experience. As innovation becomes more open, firms increasingly find
themselves involved in R&D collaborations with suppliers, customers or even competitors.
Trust plays a fundamental role in such partnerships to work. Yet, trust cannot be taken for
granted. In fact, trust in R&D partnerships is often violated - and without executive
intervention, trust violations can soon turn even the most promising partnership into a
value-destroying predicament. Although much has been written about trust formation in
R&D partnerships, this article focuses instead on what to do when trust has been broken.
The analysis is based on a review of academic research and is illustrated with real-life

examples of trust repair processes.

Introduction

R&D partnerships are vital sources of innovation and
competitive advantage for firms across many indus-
tries. As products become increasingly complex and
technology becomes increasingly advanced, R&D part-
nerships are formed between service firms and manu-
facturers, between hardware and software developers,
between OEMs and their suppliers — even between com-
petitors. The upside is enormous. By sharing know-
ledge and pooling resources, partnering firms are able
to develop cutting-edge technology across a range of
areas that no firm could have covered on its own.

Trust is a core currency in such partnerships. Trust fa-
cilitates learning and knowledge exchange. Trust allows
firms to collaborate under uncertain conditions when it
is impossible to write a full contract. In short, the re-
search evidence is clear: there is a strong and signific-
ant correlation between trust and collaborative
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performance in R&D partnerships (Gulati & Nickerson,
2008; Krishnan et al., 2006; Poppo et al., 2016). Yet,
seasoned executives know all too well that, although
trust takes a long time to build, it can only take a
minute to destroy. In particular, when costs increase
more than expected and project delays strain patience
(which is, after all, the rule more than the exception in a
context of innovation), collaborating partners may turn
out to be more opportunistic than initially expected.
They might shirk, leak information, try to push costs
onto one another, or behave in a way that causes the
initial trust to disappear and distrust to emerge. Such
loss of trust is a real problem. Once trust disappears,
R&D partnerships are likely to descend a slippery slope
of increasingly harsh interactions and an atmosphere of
wariness, watchfulness, and vigilance (Arifio & de la
Torre, 1998; Doz, 1996), often leading to expensive di-
vorces (Gulati et al., 2008). In this situation, a core ques-
tion becomes: how can firms deal with trust violations
when they occur and how can trust be rebuilt over time?

4
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In this article, I address that core question. Actionable
advice already exists about how to assess initial trust
(e.g., Kunttu, 2017; Moraes, 2010) build trust (e.g., Arino
et al., 2001), or exit R&D partnerships once trust is
broken (e.g., Gulati et al., 2008). My analysis comple-
ments this prior work by developing a framework that
addresses how to deal with trust violations when they
occur, then repair trust, learn from the experience, and
continue to reap the benefits of collaboration. For man-
agers, this knowledge is important. Because there is no
such thing as a perfect partnership, learning how to
work together - instead of splitting up — can become a
valuable source competitive advantage in the longer
run. For scholars interested in inter-organizational
trust repair (e.g., Bachmann et al., 2015; Brattstrom et
al., 2018; Doz, 1996; Faems et al., 2008), the framework
that I develop in this article offers an integrative per-
spective of how different trust repair tactics work in
conjunction.

Method

The framework in this article is based on a thorough re-
view of current research on how to build, maintain, and
repair trust in R&D partnerships. I searched for the
words “trust”, “trust repair”, “relationship repair”, and
“transgression” in major European and North Americ-
an journals. This allowed me to identify a rich body of
research that addresses this particular phenomenon. I

used this literature in two specific ways.

First, I leveraged conceptual work that discusses the dy-
namics of trust, distrust, and trust repair (Bachmann et
al.,, 2015; Dirks et al., 2009; Gillespie & Dietz, 2009;
Lewicki & Brinsfield, 2017; Lewicki et al., 1998; Lewicki
& Wiethoff, 2000). This conceptual work offers rich in-
sights into the dynamics of trust repair processes, in-
cluding how they differ from processes of trust
building. Moving beyond these prior conceptual stud-
ies, my analysis focused specifically on the context of
R&D partnerships and the particular opportunities and
challenges of repairing trust in this context. Here, the
results of my analysis are written with a practitioner
audience in mind.

Second, I drew on empirical research on inter-organiza-
tional trust breakdown and repair. In particular, I lever-
aged the richness of longitudinal, qualitative studies
that have been published on this topic, where authors
have provided rich insights into different trust break-
down repair processes between organizations (e.g., Ar-
ifio & de la Torre, 1998; Brattstrom et al., 2018; Doz,
1996; Faems et al., 2008). Each of these studies explores
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a particular facet of inter-organizational trust repair,
such as the role of contracts (Faems et al., 2008) or
shielding off (Brattstrom et al., 2018). The purpose of
my analysis, in contrast, is to provide an integrative per-
spective: to identify the strength and weaknesses of dif-
ferent trust repair strategies and to discuss how they
can be used in conjunction. To support my conclusions
and recommendations, I provide detailed references to
the original sources.

Why Trust Is Needed in R&D Partnerships

An R&D partnership is “the specific set of different
modes of inter-firm collaboration where two or more
firms, that remain independent economic agents and
organizations, share some of their R&D activities”
(Hagedoorn, 2002). An R&D partnership is a leap into
the unknown. Because it is inherently about innova-
tion, partners cannot fully predict the outcome, the dur-
ation, the cost, nor the benefits of collaboration. They
can only hope that both partners will do what it takes to
succeed. Trust enables such hope. To trust is to take a
leap of faith — to put your destiny in another’s hands.

When a firm is in control of its partner, trust is desirable
but not essential (Brattstrom & Bachmann, 2018). In
most cases, however, firms find themselves in R&D
partnerships where they are not in full control but are
nevertheless dependent on the actions of a partner. In
these cases, trust is more than “nice to have” because it
allows partners to interact without being paralyzed by
fear of loss. For example, trust enables the exchange of
sensitive information or complex knowledge. Trust pro-
motes constructive dialogue, stimulates creativity, and
thereby leads to productive progress in work tasks. In
fact, trust is much more than a “feel good” factor: there
is a clear and powerful link between trust and perform-
ance in R&D partnerships (Gulati & Nickerson, 2008;
Krishnan et al., 2006; Poppo et al., 2016).

Trust is built incrementally as partners interact with
each other over time (Zaheer et al., 1998). Usually, this
starts with personal relationships, which are gradually
extended so that there is not only trust between indi-
viduals, but a more generalized and institutionalized
trust between the collaboration organizations. In such
cases, the relationship becomes characterized by hope,
faith, confidence, and assurance (Mayer et al., 1995).

If trust is violated, this positive spiral of incremental
trust-building is broken. Negative stories start to
spread, leading to a polarization between the two firms
and a decline in trust in the R&D partnership. Since
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trust violations often provoke a desire for retaliation,
this initiates an escalating, negative spiral: trust viola-
tions become increasingly frequent, leading to further
deterioration of trust and additional trust violations
(Lewicki et al., 1998). Eventually, distrust becomes in-
grained into the R&D partnership (Kroeger, 2012), rep-
resenting confident negative expectations about each
partner’s future conduct (Lewicki et al., 1998). Depend-
ing on the nature of the violation, this distrust can im-
ply expectations about the partner being honest but
incompetent, dishonest but competent, or the twofold
setback of being both dishonest and incompetent.
When this happens, collaboration suffers. Information
does not flow as easily, learning is hampered, attention
and efforts are spent on fighting instead of collabora-
tion, deteriorating motivation and draining the partner-
ship from energy. The research evidence is clear: if
collaborating partners fail to deal with this negative
spiral, chances are that the R&D partnership ends up in
a costly divorce (Arifio & de la Torre, 1998).

What to Do When Trust Is Violated: Exit, Buy,
or Repair?

After a trust violation, it is easy to get carried away as
the conflict escalates. The intuitive reaction is to call in

the lawyers and ask them: “How soon can we get out of
this R&D partnership?” This, however, is the wrong
question. Executives need to keep a cool head and in-
stead ask themselves: “How dependent are we on this
partner?”

Below is a one-minute checklist that can be used to as-
sess the degree of interdependence in a specific R&D
partnership. It shows that there are many different reas-
ons why dependence occurs. Dependence is stronger
when investments are made within the R&D partner-
ship that have little value outside it (Pfeffer & Salancik,
1978). Dependence also increases when a partner has
made long-term investments that will not return a
profit if that partner pulls out of the R&D partnership
too early. It may also be that the technical design of a
co-created product or the working practices of the
firms are so deeply intertwined that tearing them up
and starting over with a new partner is both expensive
and risky. Moreover, in many industries, there are not
that many alternative partners to turn to, which further
increases dependence.

Exit is a preferable option under weak-to-moderate de-
pendence. Negative trust spirals are, after all, difficult
to turn around. If dependence on the partner is low, it

Check all that apply:

O O O

If trust is broken, do we exit, buy, or repair?

Score +1 for each box checked and compare the total:

How dependent is our firm on this partner?

[[] Wehave invested in equipment, know-how, or staff that are of little use outside of this partnership.
The technical designs of our respective products are deeply integrated.
We have developed shared routines, a common terminology, or a shared database with our partner.

There are few alternative partners that can do the same work, and we cannot do it in-house.

0: Dependence seems low: consider exit before throwing more good money after bad.
1-2: Dependence seems moderate: consider trust repair as a good alternative.

3-4: Dependence seems high: consider trust repair or acquisition.

Figure 1. Checklist for assessing partner dependence following a violation of trust in an R&D partnership
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is better to leave too soon than too late. Acquisition, on
the other hand, is preferable under moderate-to-strong
dependence. Through acquisition, joint work is contin-
ued, but the majority owner gets to call the shots, need
not worry about information leakage, and enjoys all the
profit in the end.

Both exit and acquisition, however, come with substan-
tial risks. Because firms benefit most from R&D partner-
ships when they intend to continue collaborating for a
long time (Gulati & Nickerson, 2008), being too eager to
exit can undermine the R&D partnership from the start.
Acquisition is not easy either. By growing in size and
complexity, the acquiring firm becomes less agile. In-
stead of sharing the risks associated with the joint task
with a partner, the acquiring firm takes them all on it-
self. Moreover, acquisitions surprisingly often prove to
be value-destroying rather than value-creating when
partners struggle to integrate two different firms
(Cartwright & Cooper, 1993). When both exit and ac-
quisition are difficult or too drastic, repairing trust can
become an alternative. In the following section, I dis-
cuss this alternative, presenting executive tactics for re-
pairing trust.

Trust A

Distrust

v

Trust Repair: A Long-Term Alternative to
Exit or Acquisition

Building initial trust requires a step-by-step process
during which partners slowly but steadily learn about
each other. In contrast, repairing trust requires drastic
action. Once the level of trust has dropped below zero,
incremental trust-building activities — such as showing
commitment, consistency, and honesty — are simply
too vague and weak to turn round the negative spiral.
Figure 2 provides one way to think about the difference
between incremental trust-building and trust repair.

As illustrated in Figure 2, trust repair starts from a neg-
ative state that is characterized by watchfulness, wari-
ness, fear, and skepticism (Lewicki et al., 1998). To
repair trust, partners must first overcome this negativ-
ity. They must break away from the tit-for-tat retali-
ation that follows from violations and that escalate
distrust. And, they must put a stop to the negative gos-
sip, stories, and rumours that often spread following a
trust violation, and that lead to the diffusion of distrust
within the firm. On this point, repairing trust between
two organizations is different from repairing trust

Starting point
for most alliances

™~

Phase Trust Breakdown

Trust Repair

Step 1. Stop escalation

Step 2. Build a platform

Step 3. Build trust
incrementally

Critical activities

Distrust escalates

One or both partners

Partners substantially

Trust is incrementally

during this phase since trust violations ~ puta stop to escalation change their way of built as partners show
provoke retaliations by refusing “tit for tat”  workingin order to commitment,
and negative stories retaliations and collaborate even though  consistency, and
spread within the hindering negative distrust is still present. honesty.
organization. gossip.
Relationship Watchfulness, The relationship is There is an expectation Hope, faith,
characteristics wariness, fear, and cooled down, but that joint work can be confidence, and
skepticism. distrust persists. continued, even through  assurance.

Figure 2. Critical steps during a process of trust repair
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between individuals. Whereas interpersonal trust repair
only requires that one person change their view of an-
other, inter-organizational trust repair requires that
multiple individuals change their views — and also that
this change of attitude is reflected in the organization’s
routines.

As illustrated in Figure 2, the first step of trust repair
therefore comprises actions to stop the escalation of
distrust. This enables partners to continue the collabor-
ation, even though distrust is still present. The second
step comprises actions to establish a platform for re-
pairing trust. The main outcome of this step is an ex-
pectation that trust violations that happened in the
past are less likely to recur. Thereby, the second step
creates sufficient conditions for trust to grow, without
being subsumed by the distrust present in the R&D
partnership. The third step comprises actions to fully
repair trust.

Next, I discuss three specific approaches for stopping es-
calation, building a platform, and repairing trust — as
summarized in Table 1. The first approach is based on
apologies, the second is based on control, and the third
is based on shielding off. The insights presented are de-
rived from evidence generated through more than a dec-
ade of academic research on trust repair (for excellent
reviews of the emergent literature on trust repair, see
Bachmann et al., 2015; Dirks et al., 2009; Lewicki &
Brinsfield, 2017).

Repair Trust by Making Apologies

Step 1: Make a clear and credible apology

An apology is formally defined as a statement that ac-
knowledges responsibility and regret for a trust violation
(Kim et al, 2009). Making an apology signals that
whatever deceitful behaviour took place was an excep-
tion to standard behaviour. Apologies — if accepted — are

Table 1. An overview of the three approaches to repairing trust in an R&D partnership

Key Activities
Step1.Stopthe Step2. Step 3. Repair
escalation of Establish a trust step-by-
Factor How It Works distrust platform step Why It Can Backfire
Apology The guilty par(ties) Make a clear Committoa full Be clear about ¢ Can be followed by
express regret and and credible investigation expectations claims for compensation
earn forgiveness by apology. and increase and deal with L
making apologies self-monitoring  sources of * Investigation can
: uncover unpleasant facts
and amends. and control conflict before
they escalate. ¢ [t can be more difficult
when both partners have
violated trust
Control Stability and Increase Improve Gradually ¢ Monitoring and control
predictability are monitoringand  coordinationof  decrease can be interpreted as a
increased by the controlin the joint activities. monitoring to sign of distrust, thereby
implementationofa  R&D demonstrate fuelling escalation of
more detailed control  partnership. trust and distrust
and coordination trustworthiness.
structure.
Shielding Off  The relationship is Shield off less Repair trust Increase » Shielding off less
cooled down as less combative locally by interaction combative groups

combative groups are
separated from the
core of the conflict
and trust is repaired
locally among these
groups.

groups from the
core of the
conflict.

focusing on

between groups

hampers coordination

solving in order to allow . .
“ : ¢ Increasinginteraction
problems “here  locally repaired
” : between groups can also
and now”. trust to diffuse. >

trigger diffusion of
distrust
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effective means by which the escalation of a negative
spiral can be slowed down. Basically, there are two
ways to apologize (Kim et al., 2009). One is to say, “I did
it, I accept full responsibility, and I am sorry.” The other
is to say, “I did it and I am sorry — but I really couldn’t
help it, since my hands were tied,” [or] “...I didn’t know
it was wrong.” Researchers (Harmon et al., 2015; Kim et
al., 2006) have shown that, when the transgression
relates to lack of honesty, then an apology is more ef-
fective if external circumstances can be blamed. This is
because accepting full responsibility confirms that the
violator was indeed untrustworthy, which can escalate
distrust rather than repair trust. If, on the other hand,
the transgression relates to lack of competence, then
the apology is more credible if the transgressor as-
sumes full responsibility for their wrongdoings.

Step 2: Commit to a full investigation

Apologies can stop the escalation of distrust but they
are not a sufficient platform for subsequently building
trust, because “talk is cheap” (Bottom et al., 2002). To
be credible, apologies must be followed by action. One
such action is to commit to a full investigation of what
was done wrong and why (Gillespie & Dietz, 2009).
Rather than identifying scapegoats, this investigation
must take a system-wide perspective, reprimanding in-
dividuals where necessary and attending to the culture,
management practice, and structures that enabled the
trust violation to take place.

To further substantiate the apology and build a plat-
form for trust, the investigation should lead to
heightened self-monitoring and control. For example,
the wrongdoer can open its books to the R&D partner-
ship partner, allowing full disclosure. This is a way both
to signal commitment to the R&D partnership and to
prevent future transgressions. To add further weight to
their apology, the transgressor can also institute a self-
punishment (Nakayachi & Watabe, 2005). This could
take the form of an upfront monetary compensation to
the other party or a new routine that ensures that the
adverse consequences of any further wrongdoings will
fall on the wrongdoer themselves. Through such ac-
tions, the firm responsible for the trust violation shows
that it is serious about reforming its behaviour.

Step 3: Be clear about expectations

Once a negative spiral has been halted and a platform
for trust-building established, it is time to engage in an
incremental step-by-step process of trust-building.
These activities include being very clear about one’s
own expectations, aiming to understand the partner’s
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expectations and learning from experience by recogniz-
ing potential sources of conflict and dealing with them
before they escalate into negative spirals.

How apologies can backfire

Apologies can be used as long as one partner is willing
to accept responsibility for a trust violation. In many
R&D partnerships, however, there are two trust violat-
ors, not one, and it can be difficult to sort out who
should accept responsibility, and for what. Apologies
may also be followed by claims for compensation. If so,
denial might be the better strategy. Moreover, any firm
that assents to a full investigation of its conduct must
be confident that the partner will not find anything that
confirms distrust and triggers renewed escalation of
conflict. Finally, any firm that invites its partner to mon-
itor its activities must also be confident that the partner
will not abuse the information they gain in the process.
Since distrust typically goes both ways, such confidence
is often lacking. If done wrong, apologies can lead to
claims for compensation and even trigger new percep-
tions of trust violations. The difficult choice that execut-
ives need to make is whether they are willing to take all
the consequences of accepting responsibility for a trust
violation.

Repair Trust by Increasing Control

Step 1: Increase monitoring and control
Consider the following example:

On January 1, 1992, the Open Skies Treaty came
into force, a treaty currently signed by 34 state
parties. This treaty enables all participating na-
tions to fly over areas of concern to them and col-
lect information about military forces and
activities. Since the treaty was signed, the particip-
ating nations have conducted more than 800 such
flights over each other’s territory, contributing to
peace by creating transparency between nations.

The Open Skies Treaty is a good example of how fragile
relationships can be stabilized by implementing a con-
trol structure that improves monitoring. The equivalent
to an Open Skies treaty in the context of R&D partner-
ships could be to grant access for mutual crosschecking
of information. It could also imply mutual monitoring
to make sure that behaviour and outputs were as expec-
ted. This type of control structure creates stability by
safeguarding against potential opportunism. Thereby,
it can stop the escalation of distrust after a trust viola-
tion and help to preserve an R&D partnership.
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Step 2: Improve coordination

Even though control and monitoring provide a safe-
guard, they are not the same thing as trust. In order to
build a platform for trust repair, it is important to com-
bine monitoring (which creates assurance against trust
violations) with coordination (which helps to align
tasks and joint activities) (Brattstrom & Bachmann,
2018; Brattstrom & Richtnér, 2014). Consider the fol-
lowing example (described by Faems et al., 2008):

At the end of the 1990s, Graph and Jet (pseud-
onyms), two companies in the image printing in-
dustry, initiated an explorative R&D
collaboration. Unfortunately, the R&D partner-
ship soon ran into unanticipated problems that
the partners found it difficult to sort out con-
structively and collaboratively. After about two
years of conflict, the situation became unsustain-
able and the collaboration was terminated.
Whereas this could have been the end of the rela-
tionship, the partners instead chose to initiate a
second collaboration, despite prevailing mistrust
among managers. Jet was low on cash and
needed financial support from Graph, while
Graph needed access to Jet’s advanced technolo-
gies (i.e., there were strong interdependencies).
Graph and Jet jointly realized the need for a better
control structure. They specified in a contract
that both companies would conduct similar tech-
nological tests and hold joint meetings in which
they would share information; they also made it
clear what technological activities each expected
from the other. In short, they drastically increased
the transparency of joint operations in order to fa-
cilitate a constructive approach to problem-solv-
ing. This new control structure improved the
relational climate and eventually contributed to
the repair of trust.

Graph and Jet managed to repair trust without either
party making an apology. Instead, they implemented a
contract that clearly stipulated information exchange
and joint problem-solving. Such improvement of co-
ordination is important because there is often a strong,
positive link between the successful alignment of activ-
ities and trust (Brattstrom & Bachmann, 2018). A break-
down in task alignment can raise suspicions that the
failure was intentional and deceitful. On the other
hand, when the alignment of tasks succeeds and the
partner delivers as expected, it is easier to think that
the partner is trustworthy. Control structures that facil-
itate communication, contribute to a shared culture
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and a shared “language”, and they create a joint under-
standing of the task at hand, which makes it easier to
overcome the challenges that emerge during collaborat-
ive projects. In this way, coordinative control creates a
platform for building trust.

Step 3: Gradually relax monitoring

The last step is a gradual reduction of monitoring. This
enables partners both to demonstrate their own trust-
worthiness and to signal their trust in each other. In ad-
dition, it is important to consider more general
trust-building activities, such as clarifying expectations
and dealing with conflict before it escalates.

How control can backfire

Control is an important aspect of all R&D partnerships,
but it can be counterproductive. Instead of inducing
stability and predictability in the R&D partnership, con-
trol can be interpreted as a signal of distrust, fueling a
negative spiral instead of calming it.

For control to work, partners need a shared understand-
ing of what control is needed and why. In the Open
Skies Treaty, all the signatory nations have a common
interest in peace and stability, and all agree that aerial
surveillance increases the chances of achieving this out-
come. In an R&D partnership between two firms, part-
ners may disagree about who is guilty and in need of
control, or what type of control is necessary. If the
breach of trust is the result of a series of mutual and es-
calating transgressions, increased control is particularly
likely to be interpreted as an escalation of conflict. To
address this, executives must be certain that they and
their partner have a clear shared understanding of what
control is needed, as well as aligned expectations on
where increased control will lead.

Repair Trust by Shielding Off

Apologies and controls are examples of how a trust viol-
ation can be dealt with by directly attacking the root-
cause of the problems. By making an apology, the guilty
party demonstrates that it is aware of the problem and
intends to solve it. By implementing a control structure,
the wronged party seeks a constructive way to prevent
future transgressions. In comparison, the third ap-
proach - shielding off — implies an implicit workaround
of the problem at hand. Rather than addressing the
cause of the breakdown in trust, this approach is predic-
ated on shielding-off less combative groups from the
source of conflict, allowing them to repair trust locally
by ignoringthe cause of the breakdown.
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Step 1: Shield off less combative groups from the source
of conflict

Consider the following example (described by Bratt-
strom et al., 2018):

In 2006, Machine, a global manufacturer of con-
struction equipment, and Cooler Systems, one of
its key suppliers, were running a joint develop-
ment project that was facing serious delays and un-
foreseen costs. As a result, the collaboration
between the two firms became antagonistic at the
top management level. Operational engineers,
however, had a more constructive dialogue, since
they could interact via fact-based reasoning
around the technical details of the component be-
ing developed. In order to sustain progress in oper-
ational tasks, it was therefore decided that
communication between engineers and managers
would be very restricted, and that engineers would
focus on solving practical problems “here and
now”, disregarding the conflicted past as well as
any complicated and uncertain discussions about
the future. As it happened, these actions provided
the peace and quiet required to soothe the rela-
tionship between operational engineers. Later on,
a new control structure was implemented in this
R&D partnership, which enabled managers to con-
tinue with their hands-off approach and engineers
to maintain their focus on daily problem-solving.
Eventually, trust became established at the opera-
tional level and this trust contributed to a corres-
ponding relational turnaround between managers.

Isolating less combative groups from interaction with
more combative groups stops the escalation of conflict
within the firm. Escalation across groups is otherwise a
common pattern in conflicts (Collins, 2008). Groups
that are in conflict often seek “allies”, meaning other
groups with which they can share gossip and stories,
thereby increasing polarization between the conflicting
parties. In contrast, shielding off less combative groups
helps to damp down the flames of escalation.

Step 2: Let the shielded group focus on practical problem-
solving

Once escalation of distrust has been slowed down, the
focus shifts to establishing a platform for trust repair.
This is done by stimulating local repair of trust among
less combative groups, even though other groups within
the R&D partnership may still exhibit distrust. In the
R&D partnership between Machine and Cooler, local
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trust repair was enabled by allowing engineers to focus
on solving practical tasks here and now. As engineers
began to reason, “we are all engineers”, this created a
sense of mutual understanding and limited polariza-
tion. Over time, sentiments of trust and friendship
emerged among engineers, even though distrust re-
mained among corporate managers.

Step 3: Gradually diffuse local trust

Local trust repair can subsequently function as a plat-
form for repair of trust in more combative groups. An
important activity in the final step, therefore, is to in-
crease interaction between groups once more. This al-
lows for a positive trust spiral to take effect as local trust
diffuses to other groups. In the R&D partnership
between Machine and Cooler, this took place when one
engineer was promoted to the management level. Since
he had a more positive attitude towards Cooler, he was
able to positively influence trust perceptions among the
corporate group.

How shielding-off can backfire

Like apologies and control, local trust repair also brings
disadvantages. First, the approach is only applicable if
one group is less combative than the other(s). In many
R&D partnerships, distrust permeates all groups that in-
teract with the partner, from corporate managers to op-
erational staff. Another disadvantage is that shielding
off can hamper coordination. In the R&D partnership
between Machinery and Cooler, contact between cor-
porate managers and operational engineers was sus-
pended. In this case, this turned out to have a positive
effect on trust. However, limiting interaction between
managers and operational staff also decreases man-
agers’ influence over the firm that they are supposed to
be managing and increases the risk that operational
staff will engage in behaviour that is not in line with cor-
porate policy.

Finally, the point at which interaction is increased
between less and more combative groups is a pivotal
moment. While the preferred outcome of this final
stage is a diffusion of trust, the actual result could be
the spread of distrust, pitching the R&D partnership
partners back into a negative spiral. Before engaging in
local trust repair, executives need to make a difficult
call: whether they can risk losing control over their in-
ternal operations by allowing less combative groups to
form local trust with an antagonistic partner, and how
they can create the conditions necessary for trust to
grow during the final stage.
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Discussion

The analysis presented in this article offers core implic-
ations both for managers of R&D alliances and scholars
interested in processes of inter-organizational trust re-
pair.

Implications for managers

1. Exit, acquisition or trust repair are different ways to
deal with trust violations. The most important task
for executives faced with trust violations is to make
sure that the actions they are contemplating will
have the results they hope for. Exit should be decisive
and constructive — not dragged out over time, leading
to excessive losses. Acquisitions should realize syner-
gies — not sweep problems under the carpet or create
new ones. When repairing trust, apologies, control,
and local trust repair must ensure that trust is
strengthened, not weakened even further. Which of
these approaches is the most viable requires a careful
assessment of the situation in the specific R&D part-
nership.

2. You can assess the chances of successfully repairing
trust. Not all relationships and trust violations are
suitable for apologies, control, or shielding-off. Fig-
ure 3 provides checklists that can be used as a basis
for reflecting on the chances of successfully repairing
trust. The questions raised in the checklist are im-
portant because the answers will determine the ap-
propriate way to deal with a specific trust violation.
At the same time, these questions are tricky, because
they do not have black-or-white answers.

3. Effective trust repair can require a bundle of different
approaches. Seasoned executives know that every
strategy has the risk of backfiring. What may be most
appropriate when seeking to repair trust is to bundle
together two or more of these different strategies to-
gether. R&D partnerships are complex and multi-fa-
ceted affairs, but they are here to stay. Although it is
crucial for their functioning, trust is not a tangible ob-
ject that can be managed in a transparent and pre-
dictable way.
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Implications for research

Dealing with trust violations is an important but chal-
lenging task. The emerging literature on trust repair
between individuals and organizations offers important
insights into this process. Prior work has highlighted
two different “tactics” for repairing trust: one based on
apologies, the other based on control (Dirks et al.,
2009). Whereas the control perspective has been dis-
cussed extensively in the context of inter-organization-
al relationships, the apology perspective has mainly
been analyzed in the context of interpersonal relation-
ships. I add to this literature in three specific ways.
First, by relating the apology perspective on trust repair
to the particular conditions that face managers of inter-
organizational relationships. Second, by developing loc-
al trust as an alternative strategy for repairing trust,
which is different from both the apology and control
perspective. I do so by synthesizing prior work (Bratt-
strom et al., 2018) and relating it to the specific phe-
nomena of trust repair. Finally, my analysis answers
calls that have been made for integrative perspectives
on trust repair (Bachmann et al., 2015; Dirks et al., 2009;
Lewicki & Brinsfield, 2017). By relating different tactics,
such as apologies, control, and shielding-off to a three-
step framework (see Figure 3), my analysis allows for a
comparison of these different trust repair tactics.

Conclusion

Even though trust is desirable in R&D partnerships, it is
frequently violated. Dealing with trust violations is
therefore a critical part of an executive’s job. In this art-
icle, I provide an overview of three different options
after trust has been violated — exit, acquisition, and
trust repair — and outline the pros and cons of each. Ad-
dressing the need for managerial advice on how to re-
pair trust, this article provides an actionable framework
of trust repair encompassing three critical steps: stop-
ping escalation, building a platform, and repairing trust
step by step.
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How likely is it that our firm can repair trust with this partner?

1. How severe was the trust violation?

Check all that apply:
[] Oneor both of us has violated written agreements.

[] Oneor both of us has violated unwritten, tacit, or implicit agreements.

[] One or both of us has taken advantage of the other.

[’] Oneor both of us has a feeling that the other has not been totally honest.

Score +1 for each box checked and compare the total:

0: This seems to be a trustful alliance.

1-2: We and/or our partner seem to have violated trust, but trust repair is possible.

3-4: We and/or our partner have clearly violated trust: we should consider exit, acquisition, or a combination of trust-
repair approaches.

2. Can we afford an apology?
Checkall that apply:

[[] If we accept responsibility for violation(s), our partner will raise claims for compensation that we are not willing to meet
[] Aninvestigation of our firm will reveal things that we would prefer to keep secret
[[] Our partner will take advantage of the information unearthed by an investigation.
[[] We're not willing to apologize (before our partner does).

Score +1 for each box checked and compare the total:

0: It seems that an apology is appropriate here and will help to repair trust.

1-2: We should think twice before accepting responsibility, and combine an apology with control or local trust repair.

3-4: There is a risk that an apology will backfire. We should consider whether we can pursue control or local trust repair —
or reconsider exit or acquisition.

3. Do we have an aligned understanding of what went wrong and what can be corrected?
Checkall that apply:

[] We have different views about which of us violated trust, or whether we both did.

[] We have different views about how trust was violated, and whether it was a matter of competence or integrity.
[] We have different views about the need for more monitoring in this alliance.

[] We have different views of how we can improve coordination of joint tasks.

Score +1 for each box checked and compare the total:

0: We seem to have a clear and aligned understanding of what went wrong. Monitoring and control can help us repair trust
this time.

1-2: We should consider whether we need to combine control with apologies and/or local trust repair.

3-4: There is a clear risk that monitoring will backfire. We should consider whether we can pursue apologies or local trust
repair — or reconsider exit or acquisition.

4.1s there aless combative group present, and can we afford to shield this group off?
Check all that apply:

[] All groups (e.g., engineers and managers) are equally involved in the conflict.
[[] All tasks (e.g., development, production, writing contracts) are equally conflict-laden.
[] Our partner will take advantage if we give less conflict-laden groups more autonomy.

[[] Providingless conflict-laden groups autonomy will severely hamper coordination.
Score +1 for each box checked and compare the total:

0: We seem to have a good chance of succeeding with local trust repair.

1-2: We should consider whether you need to combine local trust repair with apologies and/or control.

3-4: There is a risk that local trust repair will backfire. We should consider whether you can pursue apologies or control -
or reconsider exit or acquisition.

Figure 3. Checklist for assessing the chances of successfully repairing trust in an R&D partnership
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Does Entrepreneurial Marketing
Underrate Competition?
Mika Westerlund and Seppo Leminen

¢ You don’t know what you don’t know. »

Jason Hall
Founder and CEO of FiveChannels

This study aims to investigate the relationship between marketing needs and actions in
entrepreneurial marketing. So doing, it explores how the entrepreneur’s interpretation of
the needs that arise from the changes and opportunities in the business environment
affects their actions in entrepreneurial marketing. We establish and test a set of hypotheses
over a sample of 3,097 entrepreneur-led small firms from Finland. The results show that
entrepreneurial perception of environmental pressure in terms of partners, customers, and
competitors is linked to the marketing practices of small firms in terms of developing
business relations, publicity, and offerings. That is, actions in entrepreneurial marketing
depend on the entrepreneur’s ability to interpret needs based on the signals in the business
environment. However, the study confirms that entrepreneurs pay less attention to
competition, which affects their marketing actions, and it suggests that both research and
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practice of entrepreneurial marketing should pay more regard to competition.

Introduction

Marketing is a key concern of entrepreneurship re-
search, although entrepreneurs are not typically mar-
keting experts (Jones, 2010; Martin, 2009). According to
Collinson and Shaw (2001), entrepreneurship can look
to marketing as the key function within the firm, which
can encompass innovation and creativity. Since the
1980s, a stream of research has examined the market-
ing-entrepreneurship interface in small firms, and
much of that work has concentrated on issues sur-
rounding the implementation of marketing in entre-
preneurial firms (Hill & Wright, 2000). The term
“entrepreneurial marketing” has come to describe the
marketing activities of small ventures (Kraus et al.,
2010). We share the definition that entrepreneurial mar-
keting is “proactive identification and exploitation of
opportunities for acquiring and retaining profitable cus-
tomers through innovative approaches to risk manage-
ment, resource leveraging and value creation” (Morris
et al., 2002). Distinctions between traditional marketing
and entrepreneurial marketing are derived based on
discussions of the concepts of size, speed, market, op-
portunity, risk, and uncertainty (Whalen et al., 2016).

Entrepreneurial marketing represents an exploration of
ways in which entrepreneurial attitudes and behaviours
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can be applied to the development of marketing
strategy and tactics (Kurgun et al., 2011). Nonetheless,
Hills and Hultman (2011a) argue that, whereas many
questions related to entrepreneurial marketing still ex-
ist, there is a particular need for more research on the
relationship between the interpretation of the business
environment and actions in entrepreneurial marketing.
Understanding the link is relevant because environ-
mental conditions moderate the entrepreneurial mar-
keting process from opportunity recognition to
entrepreneurial actions and competitive advantage
(Whalen et al.,, 2016). Further, Miles and colleagues
(2015) call for more research on how the entrepreneuri-
al marketing literature can help scholars understand
and predict the marketing actions of firms. Of note,
there are differences in the interpretation of the envir-
onment and actions taken in entrepreneur-led versus
manager-led firms (Zhang & Bruning, 2011). Entrepren-
eurial marketing is, ultimately, an individual style of do-
ing business shaped by the situation-specific worldview
of the entrepreneur (Fillis, 2010).

Understanding and responding to competition is a spe-
cific problem related to the entrepreneurial interpreta-
tion of the environment. Small firms are innovative and
customer-oriented, but they have been found to show
remarkably lower levels of competitor orientation than

16



Technology Innovation Management Review

September 2018 (Volume 8, Issue 9)

Does Entrepreneurial Marketing Underrate Competition?

Mika Westerlund and Seppo Leminen

large firms, although competitor orientation is related
to firm’s performance (Marjanova et al., 2015; O’Dwyer
& Gilmore, forthcoming). On the other hand, the
concept of entrepreneurial marketing does not address
competition. It refers to a small firm being able to cope
with fewer resources, and it emphasizes the need for
proactive, growth-oriented, risk-taking, innovative, and
opportunity-oriented decision making (Hills & Hult-
man, 2011a). That said, research on market orientation
uniformly argues that market intelligence needs to en-
compass three factors: customers, competition, and
inter-functional coordination (Zhang & Bruning, 2011).
In small firms, inter-functional coordination refers to
interacting with partner networks (Larson, 1991).

The aim of this research is to investigate needs and ac-
tions as they relate to entrepreneurial marketing in
Finnish entrepreneur-led small firms. We seek to identi-
fy the relationship between the entrepreneur’s inter-
pretation of the business environment and their
marketing actions. Specifically, we are interested in
how the interpretation of competition shows up in en-
trepreneur-led firms and their actions in entrepreneuri-
al marketing. Entrepreneurs make an interesting
context, because their cognitive categorization and as-
sessment of business situations are different from salar-
ied managers, and because it is the entrepreneur’s
perception of the environment that matters (Becherer
& Maurer, 1997). In summary, we seek to identify the
links between the entrepreneur’s interpretation of the
business environment and the resulting marketing ac-
tions, and among these links, explore how the entre-
preneurial interpretation of competition shows up in
entrepreneur-led small firms and their actions in entre-
preneurial marketing. Our results suggest that the en-
trepreneurial interpretation of needs related to
partners, customers, and competitors are linked with
the company’s actions in entrepreneurial marketing,
but the role of competition is undervalued.

The remainder of this article is organized as follows.
After this introduction, we provide a literature review of
entrepreneurial marketing and its underlying elements.
We also present our hypotheses on the links between
perceived needs and actions taken in the company as
they relate to entrepreneurial marketing. Thereafter, we
explain our data collected from Finnish entrepreneur-
led small firms, as well as our research methodology,
and we present the results of the quantitative empirical
analysis. Finally, we conclude by discussing our find-
ings and their implications, as well as avenues for fu-
ture research.
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Literature Review

Foundations of entrepreneurial marketing

Marketing and entrepreneurship influence the fate of
small firms around the world - their success, their
growth, and their profitability (Hills & Hultman, 2011b).
Moreover, Hultman and Hills (2011) argue that there are
many links between the two concepts. Both are driven
and affected by environmental turbulence and both
have a behavioural orientation (Hisrich, 1992). Market-
ing within the small firm can often be viewed as an integ-
ral part of managing entrepreneurial activities (Chaston,
1997) and the sum of marketing plus entrepreneurship is
greater than their individual component parts (Jones,
2010). According to Gilmore (2011), the term “entrepren-
eurial” refers to the overall activities and behaviour of
entrepreneurs, which includes behaviour that is compet-
itive and drives the marketing process. Subsequently, en-
trepreneurial marketing describes the marketing
adopted by firms that pursue opportunities and seek
value in turbulent and unstructured market conditions
(Simba & Ndlovu, 2015).

Nonetheless, entrepreneurial marketing is a concept
that is hard to grasp (Kurgun et al., 2011). According to
Bjerke and Hultman (2002), entrepreneurial marketing is
“the marketing of small businesses growing through en-
trepreneurship.” Its practice has been especially com-
mon in small firms and, for many entrepreneur-led
companies, it is something that is “second nature”
(Collinson & Shaw, 2001). Entrepreneurial marketing ad-
dresses the challenge of making entrepreneurial de-
cisions under the constraints of limited resources,
expertise, impact, and size — and it is subject to external
change factors (Gilmore, 2011). On the other hand, entre-
preneurial marketing is driven by specific outcome goals
and needs (Becherer et al., 2012). According to Hills and
Hultman (2011a), entrepreneurial marketing is the result
of three elements: entrepreneurial interpretation of in-
formation, decision making, and marketing actions. Of
these, decision making is widely studied (e.g. Yang &
Gabrielsson, 2017). Whereas entrepreneurial marketing
is proactive by nature (Morris et al., 2002), in small firms,
marketing often is informal and reactive to market op-
portunities and the entrepreneur has an influence on the
decision-making process (Franco et al., 2014).

The commonly addressed characteristics of entrepren-
eurial marketing — being proactive, growth-oriented, risk-
taking, innovative, and opportunity-oriented — are pre-
dominantly related to entrepreneurial decision making
(cf. Hills & Hultman, 2011a). However, we focus on the
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link between the other two elements, namely entre-
preneurial interpretation of the business environment
and the firm’s actions in entrepreneurial marketing. In
other words, we are interested in the relationship
between entrepreneurial marketing’s contextual ante-
cedents and operational practices (Sashittal & Jas-
sawalla, 2001). From the perspective of entrepreneurial
marketing, new opportunities come from an under-
standing of the marketplace itself (i.e., customers, com-
petitors, and partners), together with the business
environment in which that market operates (Miles et
al., 2015). Companies need different marketing
strategies depending on various internal and external
factors (Stokes, 2000), and the entrepreneur needs to be
able to recognize and anticipate the pressures for
change both inside and outside the enterprise — and to
plan for them (Scott & Bruce, 1987). Specifically, entre-
preneurs need to examine internal and external factors
related to marketing and their effects in turbulent busi-
ness environments (Al-Askari, 2011).

We anticipate that an entrepreneur’s interpretation of
the business environment (i.e., their marketing needs)
affect the entrepreneur-led company’s marketing ac-
tions. The better the entrepreneurial interpretation of
the environment, the more relevant actions in entre-
preneurial marketing the small business echoes. We
consider marketing needs as arising from the contextu-
al pressure in competition, customer demand, and net-
work relations (Dilts & Hanlon, 2002; Hill & Wright,
2000; Hills et al., 2008; Whalen et al., 2016). These needs
also refer to the discovery of opportunities that may ori-
ginate through some form of environmental change, for
example advances in technology, or by exploiting
changes in the marketplace, for example the exit of a
competitor (Miles et al., 2015). Consequently, we view
that actions in entrepreneurial marketing comprise de-
veloping business network relations, ensuring publicity
through various channels, and creating innovative of-
ferings (Chaston, 1998; Hills et al, 2008; Lin &
Smyrnios, 2007; Lodish et al., 2001; Whalen et al., 2016).
In the following sections, we establish our research hy-
potheses. We start by exploring actions in entrepreneur-
ial marketing and then we discuss the interpretation of
the business environment that can lead to those ac-
tions.

Marketing actions — operational practices in entrepren-
eurial marketing

An entrepreneurial mindset is almost synonymous with
innovative practices (Morrish, 2011), and the actions of
a firm mirror the orientation of its entrepreneur (Miles
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et al., 2015). Actions in entrepreneurial marketing refer
to the application of marketing practices that help the
company succeed and create value (Mort et al., 2012).
To survive in competitive, rapidly changing markets, or-
ganizations must focus on building long-lasting cus-
tomer relationships (Webster, 1982). On the other
hand, entrepreneurial marketing is based on network-
ing not only with customers but also partners to build
and support marketing activity (Gilmore, 2011; Franco
et al., 2014). Furthermore, the development and launch
of new offerings to attract new customers and to permit
new market entry are essential (Chaston, 1998). Dilts
and Hanlon (2002) argue that marketing pursues differ-
entiation of products and services from those of com-
petitors through distinctive competence and public
relations that focuses on establishing and maintaining
a favourable corporate image. Hence, we anticipate
that actions in entrepreneurial marketing address rela-
tions, publicity, and the development of offerings.

1. Relations. Relationships with customers and other
stakeholders are at the foundation of entrepreneurial
marketing (Hills et al., 2008). Chaston (1998) found
that the highest growth rate is achieved by entrepren-
eurial firms performing relationship marketing.
Small firms tend to carry out the most fundamental
of relationship marketing activities through personal
networking and face-to-face interactions (Miles et
al.,, 2015). Relationship marketing refers to all market-
ing practices directed toward establishing, develop-
ing, and maintaining successful relational exchanges
(Morgan & Hunt, 1994). According to Chaston (1997),
it shows that companies move closer to their custom-
ers. However, relationship marketing is not only
about customers; it is also about partners. Chorev
and Anderson (2006) argue that creating alliances
with partners is often required to penetrate new mar-
kets and to provide a desirable complete solution.
Partners contribute to the product, pricing, and pro-
motional decisions of entrepreneurs (Collinson &
Shaw, 2001). Marketing strategies emphasizing rela-
tionships with partners are associated with operating
under greater environmental uncertainty (Dilts &
Hanlon, 2002).

2. Publicity. Martin (2009) stresses the importance of
communication, as well as the role of promotions
and public relations. Marketing activities need to be
complemented with appropriate promotional mar-
keting suited to customers (Lin & Smyrnios, 2007)
through, for example, exhibitions or participation in
a fair (Bettiol et al., 2012). The Internet has changed
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the way in which small businesses manage and build
business relationships, gain publicity, and conduct
public relations. E-technology is a useful way for
firms to expand their marketing activities, because it
is a cost-effective option to communicate informa-
tion about their products and services, and it allows
small firms to reach a wider or specific target market
(Gilmore, 2011; Miles et al., 2015). Small businesses
are effective in adopting Internet tools and social me-
dia to improve their reputation, strengthen their
brand, and pre-empt or respond to feedback from
customers, suppliers, or other stakeholders (Jones,
2010; Miles et al., 2015). Also, firms can enhance their
creditability by creating a professional corporate im-
age with an efficient website (Gilmore, 2011).

3. Offerings. Entrepreneurial marketing is character-
ized by responsiveness to the marketplace and an
ability to anticipate changes in customer demands
(Collinson & Shaw, 2001). New and improved offer-
ings are developed by working in close partnerships
with customers (Chaston, 1997; Mort et al., 2012). De-
velopment of an offering can be facilitated by such
partnerships, whether they are in consumer or busi-
ness-to-business markets (Whalen et al., 2016). Al-As-
kari (2011) argues that entrepreneurs tend to stress
the product/customer focus and create new markets,
products, and services. Further, entrepreneurial
firms survive by offering a different range of offerings
than the competitors (Knight, 2000). Even the pack-
aging of the product is important from the differenti-
ation point of view (Gilmore, 2011). Knight (2000)
also argues that small firms may benefit by differenti-
ating their offerings through product specialization.
Successful entrepreneurs are those who create a very
specific, unique offering (Gilmore, 2011).

Marketing needs — entrepreneurial interpretation of the
environment

Marketing and entrepreneurship are interrelated re-
sponses to the environment in which a company is op-
erating (Hill & Wright, 2000). Entrepreneurs are
increasingly faced with rapidly changing environments,
involving changes in competition, customer demand,
and technology (Dilts & Hanlon, 2002). According to Fil-
lis (2010), today’s market conditions are shaped by
chaos, fragmentation, uncertainty, complexity, and am-
biguity. Environmental uncertainty concerns attributes
upon which an entrepreneur’s attention may be select-
ively focused, such as customers, competitors, suppli-
ers, regulatory agents, partners, and other actors (Dilts
& Hanlon, 2002). Consequently, marketing decisions in
entrepreneur-led firms are based on daily contacts and
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networks while value is created through effective rela-
tionships, partnerships, and alliances (Jones & Rowley,
2009). Entrepreneurial marketing is a combination of
innovative, proactive, and risk-taking activities that cre-
ate, communicate, and deliver value to and by custom-
ers, entrepreneurs, partners, and society at large
(Whalen et al., 2016). Hence, key marketing needs
arising from the interpretation of the environment re-
late to partners, customers, and competitors (Miles et
al,, 2015).

1. Partners. Hill and Wright (2000) pinpoint under-
standing markets, customers, and competition
among the central aspects of the marketing—entre-
preneurship interface. Moreover, they emphasize
selling, sourcing, and buying relationships, suggest-
ing that partners are essential. Chorev and Anderson
(2006) found that networking with partners can be
very useful for a small business by assisting in ex-
panding its own limited resources and capabilities.
As small companies typically lack knowledge and
market information, they can access new resources
and save time through the partner networks (Collin-
son & Shaw, 2001). They should leverage the
strengths of others by seeking cooperation with both
customers and major companies to overcome their
deficiencies and lack of resources and to improve
their access to markets (Chorev & Anderson, 2006).
Partners can also be suppliers or distributors in the
supply chain, and understanding their needs is as
crucial as understanding those of the customers.
Marketing leadership is characterized by innovative
marketing techniques and careful control of distribu-
tion channels (Knight, 2000). Chorev and Anderson
(2006) argue that, for supply and distribution part-
ners, environmental uncertainty exists because of a
lack of experience in selling, delivering, and support-
ing products on a new market.

Hypotheses 1, 2, & 3: The entrepreneurial need to devel-
op partnerships has a positive effect on (H1) developing
network relationships, (H2) ensuring publicity on the
market, and (H3) creating new products and services.

2. Customers. The marketing literature suggests that a
company should focus on its customers and the “cus-
tomer-first” philosophy is a predominant one in a
successful business (Hill & Wright, 2000). A firm is al-
ways more or less able to generate market intelli-
gence pertaining to current customer needs and to
respond to it in an organization-wide manner (Duus,
1997). While it may be able to focus on processing
market knowledge and responding to customer
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needs, it may neglect opportunities for breakthrough
products that customers cannot express or identify a
need for (Ahmadi & O’Cass, 2016). Thus, Mohr (2001)
stresses the importance of identifying the customer’s
new and changing needs that the company should
meet in the future. Understanding customers’ needs
and implementing their feedback is the only way to
achieve a sellable product (Chorev & Anderson,
2006). The pressure for entrepreneurial marketing in-
cludes the search for unusual, new, and creative pro-
motion methods to attract customers (Al-Askari,
2011). Moreover, Chaston (1997) notes that with com-
panies driven by entrepreneurial marketing, the pres-
sure for change, which can come from customers, is
in the area of increasing the effectiveness of the new
product development process.

Hypotheses 4, 5, & 6: The entrepreneurial need to under-
stand customers has a positive effect on (H4) developing
business relationships, (H5) ensuring publicity on the
market, and (H6) creating new products and services.

3. Competitors. The literature about the marketing in
small firms concentrates on the difficulties that com-
panies experience and encounter in their practice of
marketing (Hill & Wright, 2000). Al-Askari (2011) sug-
gests that the practice of entrepreneurial marketing
depends on competitive trends in addition to custom-
ers’ expectations. This view is supported by Hills and
colleagues (2008), who suggest that marketing com-
petencies in entrepreneurial firms are typically driven
by a superior understanding of market positioning.
This highlights the need to understand markets in
terms of competition. Recognizing current and future
competition is among the key drivers of marketing
practice (Miles et al., 2015; Mohr, 2001). That said,
small firms tend to show remarkably lower levels of
competitor orientation than large firms (Marjanova et
al.,, 2015; O'Dwyer & Gilmore, forthcoming). Then
again, the entrepreneur has an important role in un-
derstanding competition, because it helps in identify-
ing opportunities in a changing environment
(Collinson & Shaw, 2001). Atuahene-Gima and Ko
(2001) point to the intensity of market competition by
tapping the perceived similarity of competitor offer-
ings, price competition, and aggressiveness of the
competitor’s behaviour.

Hypotheses 7, 8, & 9: The entrepreneurial need to ad-
dress competition has a positive effect on (H7) develop-
ing network relationships, (H8) ensuring publicity on the
market, and (H9) creating new products and services.
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Methodology

Our focus is on two key elements of entrepreneurial
marketing: interpretation of the business environment
and marketing actions. In order to analyze the links
between the two, we used data from the semi-annual
2007 small business survey in Finland for our empirical
analysis. The fall 2007 survey was conducted by a
Finnish research company Taloustutkimus on behalf of
the Federation of Finnish Entrepreneurs (cf. Wester-
lund et al., 2016), but we were able to include a set of
questions on small firms’ marketing activities into the
survey. We developed the scales for the needs and mar-
keting actions based on a literature review, and all ques-
tions utilized a (binary coded) dichotomous scale. The
study relies merely on the respondents’ perceptions be-
cause objective measures were not available from other
sources.

The survey yielded a total of 3,823 usable responses for
the analysis. However, to focus on entrepreneurial mar-
keting in entrepreneur-led small firms, we only in-
cluded responses from entrepreneurs and excluded
those from salaried managers. The choice was justified
by findings in previous research on entrepreneurship
(e.g., Becherer & Maurer, 1997), which have suggested
that the cognitive categorization and assessment of
business situations of entrepreneurs are different from
salaried managers. Thus, our final sample consisted of
survey responses from 3,097 entrepreneurs. According
to the demographics analysis, 25% of these respond-
ents comprised one-person firms with the entrepren-
eur as the sole employee. As expected, the firms in the
data were small; 97% had fewer than 50 employees and
only 3% had more than 50 employees.

Scale validity and reliability

We performed an empirical analysis using the Smart-
PLS 3.2 by Ringle and colleagues (2015). Partial Least
Squares (PLS) path modelling is a component-based
multiple regression approach that does not require
multivariate normal data and places minimum require-
ments on measurement levels (Tenenhaus et al., 2005).
The advantages of PLS include the ability to model mul-
tiple constructs, the ability to handle multicollinearity
among the independents, robustness in the face of
missing data, and the creation of independent latents
directly on the basis of cross-products involving the re-
sponse variables (Chin et al., 2003). PLS can analyze dif-
ferent types of data, including binary coded data (Falk
& Miller, 1992), like in our data set. Moreover, PLS helps
to avoid biased and inconsistent parameter estimates
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for equations, because it considers all path coefficients
simultaneously and estimates multiple individual item
loadings in the context of a theoretically specified mod-
el rather than in isolation. It is appropriate when the re-
search model is in an early stage of development and
has not been tested extensively (Teo et al., 2003).

Table 1 lists measurement items. In order to estimate
parameters, we applied Wold’s (1982) PLS method.
First, we used Harman’s single factor test to address
common method bias (CMB), which can be a problem
when both dependent and independent variables are
measured in the same survey. To do this, we con-
strained the number of factors to be just one and ex-
amined the unrotated solution. If CMB was an issue, a
single factor would account for the majority of the vari-
ance in the model (Podsakoff & Organ, 1986). The first
factor only explained 16.8% of variance in the model.
Thus, CMB was not a concern with the data.

Table 1. List of measurement items

Entrepreneurial

Marketing Construct Items

Needs Partners ¢ Find new partners for
collaboration

e Develop the
supply/distribution chain

Customers e Recognize our customer
needs and wants

e Develop our extant
customer relationships

Competitors e Respond to the increased
price competition

e Know the competitors in
our market domain

Actions Relations e Personal selling through

close relationships

e Networking with partners
and customers

Publicity e Participation in fairs and
exhibitions

e Sustaininga corporate
website

Offerings e Differentiation of products
and services

¢ Developing and launching
new offering ideas

Note: The response options ranged from 0 = “not significant” to 1 = “significant”
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Second, we examined composite reliability values (CR)
and average variance extracted values (AVE) for each
construct to assess the reliability and convergent valid-
ity of the constructs. All CR values exceeded the recom-
mended minimum levels of .70 (Fornell & Larcker,
1981) and .50 for AVE (Diamantopoulos & Siguaw,
2000). To assess discriminant validity, we examined the
correlation matrix of the constructs. Construct correla-
tions were minimal, suggesting the constructs actually
measure different things. Further, according to Fornell
and Larcker (1981), satisfactory discriminant validity
among constructs is obtained when the square root of
the AVE is greater than corresponding construct correl-
ations, as is in our data (Table 2).

Results

Our empirical analysis reveals that the results support
all of our hypotheses. The need for developing partner-
ships, as perceived by the entrepreneur based on their
interpretation of the business environment is posit-
ively associated with the company’s taken actions in
entrepreneurial marketing, namely developing net-
work relationships (H1: 8=.15, p<.001), ensuring publi-
city on the market (H2: 8=.22, p<.001), and creating
new product and service offerings (H3: 8=.20, p<.001).
Similarly, the need for understanding customers is pos-
itively linked with developing network relationships
(H4: B=.14, p<.001), ensuring publicity on the market
(H5: 8=.05, p<.01), and creating new product and ser-
vice offerings (H6: 8=.15, p<.001). Finally, the need for
addressing competition on the market is positively
linked with developing network relationships (H7:
B=.08, p<.001), ensuring publicity on the market (H8:
B=.09, p<.001), and creating new product and service
offerings (H9: 8=.06, p<.01).

Table 3 summarizes the results. Of note, although all re-
lationships were statistically significant, results for hy-
potheses H5, H7, H8, and H9 showed small construct
co-efficient values, ranging from .05 through .09. Fur-
ther, although the purpose of the analysis was merely
to confirm the existence of links between perceived
needs that arise from the entrepreneur’s interpretation
of the business environment and marketing actions
taken by the company, rather than create an all-encom-
passing model, R? values for the dependent constructs
remained small, ranging from 5.3 to 7.2 percent. These
values, as well as implications of the results, are dis-
cussed in the following section.
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Table 2. Construct correlations and descriptive statistics of measures

Construct CR AVE 1 2 4 5 6
1 Competitors 73 .58 (.76)
2 Customers 73 57 12 (.76)
3 Offerings .79 .65 .10 .16 (.81)
4 Partners 74 .09 .10 .01 (.77)
5 Publicity 77 .63 12 .07 23 (.79
6 Relations .70 .54 1 .15 .16 .09 (.74)
Note: square root of AVE on diagonal (in parentheses)
Table 3. Results from hypothesis testing
H# Relationship Coefficient t-value p-value Support
H1 Partners = Relations 15 8.72 <.001 Yes
H2 Partners - Publicity 22 10.64 <.001 Yes
H3 Partners = Offerings .20 9.26 <.001 Yes
H4 Customers = Relations 14 7.43 <.001 Yes
H5 Customers = Publicity .05 2.85 <.01 Yes
H6 Customers = Offerings .15 9.05 <.001 Yes
H7 Competitors = Relations .08 4.18 <.001 Yes
H8 Competitors = Publicity .09 4.80 <.001 Yes
H9 Competitors = Offerings .06 2.82 <.01 Yes

Note: N=3097; bootstrap samples=1000

Discussion

The aim of this research was to investigate the link
between needs and actions in entrepreneurial market-
ing in entrepreneur-led companies. We considered
marketing needs as arising from the entrepreneur’s in-
terpretation of the pressure from the business environ-
ment in terms of partners, customers, and competitors.
Moreover, we discussed the company’s actions in entre-
preneurial marketing in terms of relations, publicity,
and offerings development. In particular, we were inter-
ested in how needs related to competition show up be-
cause previous literature (e.g., Marjanova et al., 2015)
has shown that small firms exhibit significantly lower
levels of competitor orientation than large firms.
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Our empirical analysis of 3,097 entrepreneur-led firms
from Finland showed that entrepreneurial interpreta-
tion of the changes in a firm’s business environment is
connected with its marketing actions. Entrepreneurial
decision making in small firms is strongly dependent on
the entrepreneur’s ability to interpret signals in the busi-
ness environment. In particular, these signals include
the needs and wants of a firm’s customers and partners,
as well as the competitive trends and competitor’s ac-
tions on the market. Understanding these contextual
factors define whether and how an entrepreneur-led
company can respond to the market turbulence. Mar-
keting can take many forms and includes investing in
customer and partner relations, ensuring publicity, and
new product and service development.
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That said, the study showed that entrepreneurial inter-
pretation of competition has a weaker connection with
marketing actions. In other words, an entrepreneur’s
perception of the competitive situation on the market
does not result in the development of business relation-
ships, publicity, and offerings to the same degree as per-
ceived marketing needs related to partners and
customers. This result was expected based on the liter-
ature review (e.g., Marjanova et al., 2015; O’'Dwyer &
Gilmore, forthcoming), and it supports the notion that
entrepreneur-led small firms show significantly lower
levels of competitor orientation despite its importance
to firm’s performance.

On the other hand, the weak link between market
needs related to customers and publicity was unexpec-
ted. We cannot fully explain this result, but anticipate
that, although marketing needs related to customers
were measured more as a need to understand custom-
ers and their needs, the resulting marketing actions
were measured more as promotional activities. Yet
again, although exhibitions and fairs may be mainly
promotional events, they also offer opportunities for
the entrepreneurs to talk with current and future cus-
tomers and, in that way, sense market needs.

Implications

The results of this study have implications to theory
and practice. Although the concept of entrepreneurial
marketing has been hard to grasp, our results give em-
pirical support to the notion put forth by Kurgun and
colleagues (2011), who suggest that entrepreneurial
marketing represents an exploration of ways in which
entrepreneurial attitudes and behaviours can be ap-
plied to the development of marketing strategy and tac-
tics. Our study shows that the entrepreneurs’
interpretation of the pressure from the business envir-
onment in terms of marketing needs is linked with the
forms of marketing actions they take. Hills and Hult-
man (2011a) argue that entrepreneurial marketing fo-
cuses on the behaviour of an innovative entrepreneur
who continuously strives for growth. Our study sug-
gests that such ways include the development of busi-
ness relations, corporate publicity, and offerings, and
these actions are driven by the entrepreneur’s percep-
tion of changes and discovery of opportunities on the
market in terms of partnerships, customer needs, and
competition. In this way, our study responds to the call
by Hills and Hultman (2011a), who proposed that re-
search on entrepreneurial marketing should focus on
understanding the link between the entrepreneurial in-
terpretation of the environment and marketing actions.
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Further, we agree with Marjanova and co-authors
(2015) and O’'Dwyer and Gilmore (forthcoming), who
argue that small firms should pay closer attention to
direct and indirect competitors in order to identify op-
portunities and build sustainable competitive busi-
nesses, and to achieve higher financial and innovation
performance. Our empirical findings provide further
evidence for the notion that small firms exhibit lower
levels of competitor orientation (e.g., Marjanova et al.,
2015), and they contribute to the literature by showing
that paying less attention to understanding the com-
petitive situation on the market also has a weaker link
to market actions taken by the company in terms of
network relations development, publicity, and new of-
fering development. This suggests that entrepreneurs
make decisions related to marketing actions based on
incomplete information, which may potentially lead
to harmful and wrong decisions or missed opportunit-
ies. On the other hand, the concept of entrepreneurial
marketing does not specifically address competition,
but rather refers to a small firm being able to cope
with fewer resources, and it emphasizes the need for
proactive, growth-oriented, risk-taking, innovative,
and opportunity-oriented decision making (Hills &
Hultman, 2011a). Based on our results, we feel that the
literature and practice of entrepreneurial marketing
have underrated the role of competition.

Therefore, in addition to providing evidence for the
link between the entrepreneurial interpretation of the
business environment and the firm’s marketing ac-
tions, we contribute to the literature by arguing that re-
search on entrepreneurial marketing should further
emphasize the role of understanding competition
rather than taking an inward-looking view on the busi-
ness. Previous literature often associates the need for
entrepreneurial marketing with survival of the small
firm (e.g., Becherer et al., 2012; Buskirk & Lavik, 2004;
Ionita, 2012; Kraus et al., 2010; Stokes, 2000; Whalen et
al.,, 2016). Although our study confirms that small
firms show lower levels of addressing competitors, we
feel that the recent advancements in entrepreneurship
education have unfortunately not been supportive to
improve the issue. For instance, the business model
canvas (cf. Osterwalder & Pigneur, 2010) and its deriv-
atives have become a key tool in entrepreneurial edu-
cation and strategy development. That said, the
canvas puts emphasis on customers, value proposi-
tion (offering), as well as partners and key resources.
Conversely, it does not address competition. We fur-
ther argue that conceptual strategy tools for small
businesses should include the competition element by
default.
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Business practitioners can benefit from our results in at
least two ways. First, they can learn which aspects to fo-
cus on when seeking to filter and understand turbulent
business environments that are characterized by rich
information and emergent changes and opportunities
from the marketing point of view. Our study suggests
that firms need to consider not only customer needs
and competition, but partners as well. In particular, al-
though competitor orientation in small firms seems to
be at a significantly lower level compared to large com-
panies, entrepreneurs should focus more on under-
standing the competitive situation on the market.
Second, practitioners can understand that entrepren-
eurial marketing is a feature for entrepreneurial com-
panies at any point of maturity, and that they need to
be alert of the situation in the business environment in
order to provide a multitude of marketing actions as a
response to changes and opportunities. These market-
ing actions include the development of business rela-
tionships with customers, partners, and other
stakeholders; ensuring publicity in both online and off-
line work; and creating novel product and service offer-
ings to differentiate themselves from the competition
and provide value.

Limitations and Future Research

Although we were able show the link between the entre-
preneurial interpretation of the business environment
and the company’s marketing actions as intended, the
R2 values of dependent variables in our model were
small, indicating that a lot of variability in the data re-
mained unexplained. This suggests that the model
would benefit from having a mediator between the en-
trepreneurs’ interpretation of the environment and
their marketing actions. That said, it should be the en-
trepreneurial marketing process as explained by Hills
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and Hultman (2011a) who argued that entrepreneurial
marketing is a combination of environmental interpret-
ation, entrepreneurial decision making, and marketing
actions. Thus, future research on entrepreneurial mar-
keting should include the decision-making process for
entrepreneurial marketing along with its characteristics
such as innovativeness and risk propensity.

Further, although entrepreneurial marketing ultimately
stems from the entrepreneur, future research should
address the role of the entrepreneur’s personal traits,
competences, and motivations in the interpretation of
the environment and actions in entrepreneurial market-
ing. Moreover, future studies should examine how in-
terpretation and marketing actions differ between
fast-growth firms and those that reflect little growth, as
well as take into account the type of the business and
the stage of the company. Companies focusing on
products rather than services or business customers
rather than consumers may interpret the market condi-
tions differently and decide on marketing actions in a
different manner. Similarly, a new venture or an early-
stage firm may perceive different marketing priorities
than an established or a later-stage firm (e.g., reaching
investors versus customers).

Conclusion

This study examined the link between the entrepren-
eurial interpretation of the business environment and
the small entrepreneur-led firm’s marketing actions. Al-
though the study showed that entrepreneurial interpret-
ation of the environment is important as it results in
various marketing actions, both research and practice
of entrepreneurial marketing should put more emphas-
is on monitoring and understanding changes and op-
portunities in a competitive situation.
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Creating a structure for mutual prosperity requires
lowering regional and transnational barriers to
facilitate the flow of goods and promote people-to-
people interactions.

Moon Jae-in
Current President of South Korea

Definitions of transnational entrepreneurship are too general making it difficult to under-
stand what distinguishes transnational entrepreneurship from other forms of entrepreneur-
ship. In addition, these definitions identify the “immigrant”, “ethnic”, or “migrant”
entrepreneur as the focal actor rather than the company. This makes it difficult to align
transnational entrepreneurship with the theory of the firm and provide practical insights to
practitioners. This article examines 11 definitions of transnational entrepreneurship, discov-
ers the groups of words that best represent the information in a corpus comprised of 44
journal articles, identifies the key features that distinguish transnational entrepreneurship
from other forms of entrepreneurship, and advances a new definition of transnational entre-
preneurship. The results indicate that transnational entrepreneurship has two key distinct-
ive features: cross-border investment logic and institutional distance — the difference in
institutional context between countries. Accordingly, transnational entrepreneurship may
be usefully defined as “a cross-border investment to acquire, combine, and recombine spe-
cialized individuals and heterogeneous assets to create and capture value for the company
under conditions of institutional distance and uncertainty”. This proposed definition builds
on the features that make transnational entrepreneurship distinctive, is consistent with the
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theory of the firm, and carries implications for how to grow companies at an early stage.

Introduction

Insights into how and why a new entrepreneurial com-
pany can establish itself as a transnational company
have not yet been provided by the developing field of
transnational entrepreneurship. Given that new com-
panies that grow their operations globally are worth
more, grow quicker, and are more capable at adapting to
uncertain environments (Bailetti & Zijdemans, 2014),
this is an important hurdle to overcome.

In this article, a review of the transnational entrepren-
eurship literature reveals three contributing factors that
may be holding the field back from providing practical
guidance on how to establish transnational business
activities: i) varied and general definitions, ii) an absence
of identified distinctive features, and iii) the presence of
the entrepreneur rather than the firm as the focal actor.

timreview.ca

Definitions of transnational entrepreneurship can be
too general, and the perspectives used to define
transnational entrepreneurship vary widely. This
makes it difficult to understand what makes transna-
tional entrepreneurship different from other fields. For
example, transnational entrepreneurship is said to be
about regular cross-border operations (Brzozowski et
al., 2017). However, many operations that are carried
out across borders have little to do with transnational
companies (e.g., remittances, travel). Similarly, defining
transnational entrepreneurship as the use of resources
from two different fields to create competitive advant-
age (Patel & Conklin, 2009) could apply to many scen-
arios, not just transnational entrepreneurship. It is hard
to argue that an entrepreneur who uses resources from
industry and academia — two different fields — to devel-
op a new product is engaged in transnational entre-
preneurship.
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In addition, it is observed that several definitions of
transnational entrepreneurship identify the immigrant
entrepreneur (Chen & Tan, 2009; Sequeira et al., 2009;
Brzozowski et al., 2014), the ethnic entrepreneur (Brzo-
zowski, Cucculelli & Surdej, 2017), or the migrant entre-
preneur (Santamaria-Alvarez et al., 2018) as the focal
actor rather than the company. Given that much of the
attention on transnational entrepreneurship is from so-
cial science-related researchers (Drori et al., 2009), it is
understandable that the individual entrepreneur is
identified as the focal actor. However, the value the en-
trepreneur (and the team) creates and captures is em-
bodied in the company, not the individual entrepreneur
(Foss et al., 2011; Klein, 2016). Thus, wealth-creating en-
trepreneurial action is better understood when viewed
from a perspective that is aligned with the theory of the
firm and places the company as the focal actor.

Transnational entrepreneurship would therefore bene-
fit from a new focused definition that highlights the
field’s distinctive features and is aligned with the theory
of the firm. The new definition should contribute dir-
ectly to practical insights that managers can employ.

Proposing a new definition can help update a field to re-
cognize new developments, such as the case of Oviatt
and McDougall’s (2005) definition of international en-
trepreneurship, or it can leverage previous work in an
emerging field to provide a clearer working definition,
as in the case of Bailetti’s (2012) definition of techno-
logy entrepreneurship. The author follows Bailetti’s ap-
proach to proposing a definition of technology
entrepreneurship (2012) in that it examines the literat-
ure’s existing definitions to identify the distinctive fea-
tures and proposes a new definition drawn upon them.

Thus, the objectives of this article are to identify what
distinguishes transnational entrepreneurship from oth-
er forms of entrepreneurship and to offer a new defini-
tion that is useful to practitioners and researchers.

In the next section, a review of the definitions identified
in the academic literature is presented and analyzed.
Then, the results of using topic modelling to discover
topics in a corpus comprised of journal articles are
provided and discussed. The distinctive features of
transnational entrepreneurship are identified using the
results of these analyses, a new definition is proposed,
and a comparison highlighting the advantages of the
new definition is outlined. To conclude, the managerial
implications for new companies are discussed, the con-
tributions of the research are highlighted, and avenues
for future research are suggested.

timreview.ca

A Review of Existing Definitions

Table 1 provides 11 definitions of transnational entre-
preneurship. The definitions were extracted from liter-
ature found wusing search terms “transnational
entrepreneurship” and “transnational ventures”. For
inclusion, definitions required direct reference to
transnational entrepreneurship followed by a direct
definition or an explanation or description that re-
sembled a definition. Definitions that described the
transnational entrepreneur rather than the field were
rejected. When a definition offered was a direct quota-
tion from a prior article, the original source of the
definition was used. The definition recorded for Patel
and Conklin (2009) includes two separate passages
where transnational entrepreneurship was defined: the
first focused on transnational entrepreneurship as a
process and the second focused on its outcome.

None of these definitions explicitly identify the com-
pany as the focal actor. Six of these definitions identify
the immigrant, migrant, or ethnic entrepreneur as the
focal actor (Brzozowski et al., 2014, 2017; Chen & Tan,
2009; Lin, 2010; Santamaria-Alvarez et al., 2018; Se-
queira, Carr & Rasheed, 2009), three identify actors that
are embedded in two or more social and economic
arenas (Drori et al., 2009; Poblete, 2018; Prashantham
etal., 2018), and three definitions do not identify the fo-
cal actor (Patel & Conklin, 2009, p.1047 & p.1050; Patel
& Terjesen, 2011). Viewing transnational entrepreneur-
ship from the perspective of the entrepreneur has great
descriptive qualities but lacks prescriptive power for as-
piring entrepreneurs seeking to grow new companies
internationally. Without detailed discussion on what
the company must do to achieve a transnational pres-
ence, there will be a shortage of practical managerial
insights for future entrepreneurial action.

Table 1 suggests that transnational entrepreneurship
has been defined using various perspectives, such as:

* To discover and enact cross-national opportunities
(Chen & Tan, 2009; Prashantham et al., 2018)

* As a process to establish social fields (Sequeira et al.,
2009)

* As a process to adapt to change (Patel & Conklin,
2009)

* To explain the use of resources and social networks
(Lin, 2010; Patel & Conklin, 2009; Patel & Terjesen,
2011)
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Table 1. Definitions of transnational entrepreneurship in the literature

Definition

Transnational entrepreneurship...

Source

...isa multi-faceted process, in which immigrant entrepreneurs discover and
enact business opportunities across national borders.

Chen & Tan (2009, p.1080)

2. ..represents a form of economic transnationalism that immigrants engage in Sequeira et al. (2009, p.1026)
for different purposes.

3. ..isaprocess of economic adaptation based on mobilization of social Patel & Conklin (2009, p.1047 & p.1050)
networks across borders...
...to leverage resources from two different social fields to create competitive
advantage.

4. ..involves entrepreneurial activities that are carried out in a cross-national Drori et al. (2009, p.1001)
context and initiated by actors who are embedded in at least two different
social and economic arenas.

5. ..[occurs when] immigrants simultaneously engage in two or more socially Lin (2010, p.127)
embedded environments and maximize their resource base by doing so.

6. ..isthe ability to mobilize social networks in dual institutional settings. Patel & Terjesen (2011, p.64)

7. ..implies immigrantbusiness engagement not only in the host country, but Brzozowski et al. (2014, p.551)
also in the country of origin.

8. ..encompasses immigrantand (although on a smaller scale) ethnic Brzozowski et al. (2017, p.107)
entrepreneurs who maintain regular cross-border operations, marking their
economic presence (at least) in two countries: the host and home economy.

9.  ...[lis] the process of transnational entrepreneurship involves entrepreneurial Poblete (2018, p.278)
activities that are carried out in a cross-national context and initiated by actors
who are embedded in at least two different social and economic arenas.

10. ...[is] the pursuit of entrepreneurial cross-national opportunities by actors Prashantham et al. (2018, p.4)
embedded in different socio-economic arenas.

11. ...[features] individuals who migrate to another country while maintaining Santamaria-Alvarezet al. (2018, p.246)

business linkages with both the country of origin and the country of
destination.

* For conducting business in a cross-national context
(Brzozowski et al., 2014; Drori et al., Honig & Wright,
2009; Poblete, 2018; Santamaria-Alvarez et al., 2018).

1. Where the individual is placed in the setting (Brzo-
zowski et al., 2017; Drori et al., 2009; Lin, 2010; Patel
& Terjesen, 2011; Poblete, 2018; Prashantham et al.,

2018; Santamaria-Alvarez et al., 2018)

The author also examined the definitions in Table 1 by

considering how the objects (focal actors, inputs, or
outputs) are embedded in two or more settings (i.e., the

surroundings where a phenomenon is positioned or

where it takes place). This examination revealed that
the definitions in this analysis can be grouped into

three different viewpoints:

timreview.ca

2. Where the input is placed in the setting (Patel &
Conklin, 2009; Patel & Terjesen, 2011)

3. Where the outcome is placed in the setting (Chen &
Tan, 2009; Sequeira et al., 2009)
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These findings demonstrate a lack of consensus within
the field, which makes it difficult for focused, prescript-
ive insights to be provided to practitioners.

Discovering Topics

A corpus of recent, relevant, peer-reviewed journal art-
icles related to transnational entrepreneurship was col-
lected to discover the topics that best represent the
field. The articles were selected along four criteria:

1. Search terms: “transnational entrepreneurship” and
“transnational ventures”

2. Publication date: between January 1, 2007, and July 1,
2018

3. Publishing journal’s ranking: A*, A, or B according to
the Master Journal List of the Australian Business
Deans Council (updated April 30, 2018)

4. Relevance: the focus of the article must be on con-
ducting business in two or more countries

The initial search resulted in 32 qualified articles. A
brief search for additional articles which cite qualified
articles produced an additional 12 articles. Appendix A
lists the 44 articles used in the analysis.

To reveal the themes that exist within the 44 journal art-
icles, the text of those articles was processed using a
topic modelling visualization tool called the J-tool
(jtool.cugcr.ca). Topic modelling is a machine learning
method of analysis that enables the researcher to “ana-
lyze the words of the original texts to discover the
themes that run through them” (Blei, 2012). Effectively,
topic modelling clusters copious amounts of written
material into related groups called “topics”. All the art-
icles within a topic share a common set of words, the
meaning of which must be interpreted by the analyst
who develops the topic model.

The J-tool uses an open-source statistical package
called MALLET (mallet.cs.umass.edu/about.php), which is
based on the Latent Dirichlet Allocation (LDA) topic
modelling algorithm. For a high-level description of
LDA and topic modelling please see Blei (2012), and for
a deeper discussion of probabilistic modelling, refer to
Blei and colleagues (2003) and Blei and Lafferty (2009).

To determine the appropriate number of topics to use
for the topic model, the results of multiple topic models
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were compared, and the one interpreted as having the
best “fit” was chosen for analysis. To determine fit, the
author used a combination of parameters such as the
level of data loss resulting from the topic model, the
way the articles distributed between the topics, wheth-
er the number of articles at 70 threshold was above 7
for all topics, the presence (or absence) of exclusive
words, and the strength of the scores assigned to the
articles most associated to each topic.

The author also explored the results of the drill-down
function of the J-tool when a single topic had 20 or
more articles associated with it. A drill down is when
the J-tool uses the articles associated with one topic as
the input for a new topic model. The same fit paramet-
ers were used to determine if the drill-down fit well
enough to include in the topic model. What this means
in practical terms is that the one topic can be divided
into two sub-topics.

The articles within a topic are clustered together by J-
tool because they are calculated to be related to each
other in some way. To give that relationship meaning, a
theme name may be interpreted and applied by the
analyst based on the model results, which include the
words most exclusive to the topic, the most common
words, the words that tend to appear together, and the
titles of the articles most associated to the topic in or-
der of strength.

A close examination of the J-tool results allows a re-
searcher to describe the underlying theme of each top-
ic. In this study, the descriptions of the different themes
found in the 44 selected articles enabled the identifica-
tion of the distinctive features of the transnational en-
trepreneurship literature.

Findings

A topic model of two topics was determined to be the
best fit for the corpus, followed by a drill-down of Topic
2 into two subtopics. Thus, three topics (Topic 1, Sub-
topic 1, and Subtopic 2) were analyzed, as illustrated in
Figure 1, which shows the structure of the topics (and
subtopics) in addition to the number of articles and the
three most common words in each topic.

Theme names were determined subjectively after an ex-
amination of the J-tool output for each of the three top-
ics. The resulting theme names assigned to the topics
are “Enter Foreign Markets”, “Leverage Ethnic En-
clave”, and “Bridge the Divide”.
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Transnational Entrepreneurship
(Corpus of Collected Articles)
Articles: 44
Topic 1 Topic 2
“Enter Foreign Markets”
Articles: 17 Articles: 20

Top words: firm, international,
entrepreneur

Top words: entrepreneur,
immigrant, business

A 4

!

Subtopic 1

“Leverage Ethnic Enclave”

Subtopic 2
“Bridge the Divide”

Articles: 11

Top words: immigrant,
entrepreneur, firm

Articles: 8

Top words: entrepreneur,
network, transnational

Figure 1. Topics and subtopics of the transnational entrepreneurship topic model

Topic 1 focuses on describing the characteristics of the
new company that is seeking to grow in foreign markets.
The topic modelling clustered articles that discussed the
internationalization of companies mostly in the context
of exporting. This did not appear to contribute to the dis-
tinctiveness of transnational entrepreneurship as other
fields cover this type of internationalization pathway.
The name for Topic 1 was concluded to be “Enter For-
eign Markets”.

The theme of Subtopic 1 was described as “Leverage Eth-
nic Enclave”. The focus of the topic was on the actions of
a new company that contribute to performance-based
outcomes of growth, survival, and economic develop-
ment. The new company leverages the networks within
the ethnic enclaves of different regions to establish a
working relationship with actors within or associated
with the enclave. The networking activities of the ethnic
enclave are determined by its entrepreneurial orienta-
tion. The unique characteristic of Subtopic 1 was noted
as the new company’s action of leveraging the power of
an ethnic enclave to access additional resources, inform-
ation, and social capital.
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The theme of Subtopic 2 was described as “Bridge the
Divide”, and it depicts the new company international-
izing through business relationships with actors in two
distinct economic regions. The new company bridges
the divide between the two geographically separated re-
gions and balances the networks it has on both sides.
Although the new company’s pursuit of internationaliz-
ation is common between Subtopic 2 and Topic 1, it is
the bridging of the divide and balancing of networks
between the different regions that are the unique char-
acteristics of Subtopic 2.

Distinctiveness

The results indicate that there are two key features that
distinguish transnational entrepreneurship from other
research fields: a cross-border investment and institu-
tional distance. This assertion is based on the findings
from Table 1 and the topic modelling. By forming rela-
tionships in two or more countries, a company can ac-
cess a greater variety of opportunities and information
on assets, customers, suppliers, and partners than by
operating in only one country.
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To form relationships with actors in foreign countries,
the company makes a cross-border investment (e.g.,
foreign direct investment, portfolio equity securities,
debt securities, and loans). Each investment has a logic
that is dependent on the investment instrument used
and the institutional distance between the distinctive
settings. For instance, foreign direct investment is more
sensitive to information flows than equity and debt se-
curities due to ownership implications requiring deep
market knowledge and more frequent interactions
(Daude & Fratzscher, 2008). Institutional distance has
three dimensions: normative, cognitive, and regulatory
(Eden & Miller, 2004), and it is deemed critical to the lo-
gic used by companies that span national boundaries
(Bae & Solomom, 2010; Krammer, 2018). Institutional
distance has been identified in the transnational entre-
preneurship literature as the “cultural, economic, and
institutional gap” (Li et al., 2017) and the “geographic,
cultural, and psychological distance” (Terjesen & Elam,
2009), but its strategic significance had not yet been
identified to the best of the researcher’s knowledge.
This article uses institutional distance as a catch-all for
the differences that exist between two countries that
would affect business.

The formal logic used to make the cross-border invest-
ment follows an accountable process that influences
the balance between investing in the country of resid-

Setting A Setting A

Company

Scenario 1
Operatingin
one country

ence and investing in foreign countries. For example, a
company that wishes to respond to local adjustments
in every country in which it operates will make different
cross-border investments than a company that wishes
to maximize production efficiency (Edwards et al.,
2014).

As illustrated in the topic modelling analysis, the literat-
ure connected with Subtopic 2 highlights the need for a
company to bridge the divide that exists between itself
and foreign actors. When a company makes a cross-bor-
der investment, it forms relationships with one or more
actors in a foreign country. This foreign actor is within a
setting that is part of a foreign country. Similarly, the
company that makes the cross-border investment is
within a setting that is part of the country of residence.
To benefit from a cross-border investment, the com-
pany needs to exploit the differences that exist between
the company’s setting and the foreign actor’s setting.

Figure 2 illustrates the aspects that distinguish transna-
tional entrepreneurship from other fields: specifically,
the cross-border investment logic and the institutional
distance between two countries (setting A and setting
B). The figure shows that a company will operate in two
countries when it expects the return on its cross-border
investment to be higher than the expected return from
operating in one country (i.e., Scenario 1 < Scenario 2).

Institutional

Distance Setting B

e e e e

\
Normative H
Cognitive |

1
1
4
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Regulatory

e e

i

Cross-Border
Investment Logic

e e e

Scenario 2
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two countries

Figure 2. Two scenarios illustrating the distinctive aspects of transnational entrepreneurship
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A New Definition of Transnational
Entrepreneurship

Based on the results of the analysis described above,
this study proposes that transnational entrepreneur-
ship should be defined as:

a cross-border investment to acquire, combine, and
recombine specialized individuals and heterogen-
eous assets to create and capture value for the com-
pany under conditions of institutional distance
and uncertainty.

The proposed definition of transnational entrepreneur-
ship is based on the four elements in the definition of
technology entrepreneurship provided by Bailetti
(2012):

1. Ultimate outcomes: Value creation and capture are
identified as the two outcomes of transnational entre-
preneurship.

2. Target of the ultimate outcomes: The company is
identified as the target organization for which
transnational entrepreneurship creates and captures
value.

3. Mechanism used to deliver the ultimate outcomes:
The cross-border investment in a project is the mech-
anism that mobilizes resources used to create and
capture value across two or more countries. A project
is the deployment of a stock of resources (i.e., special-
ized individuals and heterogeneous assets) commit-
ted to delivering the two ultimate outcome types for
a period.

4. Interdependence of this mechanism with countries
involved: The resources involved in a project influ-
ence, and are influenced by, changes in the countries
which they are assembled from.

When compared to the definitions identified in Table 1,
the proposed transnational entrepreneurship defini-
tion:

1. Emphasizes that transnational entrepreneurship is
about creating and capturing value for the company.
Value capture is evidenced through the growth met-
rics of the company, not through describing the en-
trepreneur.

2. Specifies that the cross-border investment acts as the
mechanism to assemble and deploy specialists and
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assets. Without an investment in the foreign country,
the assembly of specialists and assets would not be
possible, and the company could not become embed-
ded in that country.

3. Identifies institutional distance as a key condition in
which the cross-border investment logic is made.
The greater the distance, the greater the opportunity
(Krammer, 2018).

4. Transcends the limiting notion that transnational en-
trepreneurship is about the ethnicity or immigration
status of the founding entrepreneur. The foreign ex-
perience of the founder or the team employed with
the company will influence the company’s ability to
engage actors in foreign settings, but this is not
viewed as a defining characteristic of transnational
entrepreneurship.

5. Highlights that specialists and assets, and the advant-
ages available through the combinations of them, are
intricately linked to changes in the countries from
which they are accessed. If the company is invested
in a country and the structure of that country
changes due to socio-political or economic factors,
then the company will be affected because of its in-
terconnectedness.

6. Allows for more rigorous and practical assessment.
The component parts of the definition - i) value cre-
ation and capture as the ultimate outcomes, ii) the
company as the target, iii) the cross-border invest-
ment as the mechanism, iv) the interdependencies
between company and state, and v) the institutional
distance between settings — can each be explored in-
dependently or in conjunction.

Managerial Implications for New Companies

There are at least four implications for managers of new
companies. First, the greater the institutional distance,
the greater the opportunity. New company managers
can view institutional distance as a positive rather than
a negative when it comes to the exploration and discov-
ery of new opportunities. A new company wishing to in-
crease expected outcomes by embedding in a foreign
country should look to countries with high degrees of
institutional distance relative to their current country of
operation. There will be exceptions. For example, a
democratic company embedding in a communist coun-
try will have a tough time extracting the value captured
in that country to invest somewhere else, so managers
must use judgement to find the best case.
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The second managerial implication is that managers
must balance the investment in the country of resid-
ence and foreign countries. Equally, managers must
use a balanced strategy when structuring their cross-
border investments. Each setting invested in by the
transnational company is important and cannot be
traded-off because the company needs both to achieve
its comparative advantage. Investments within each set-
ting must also follow a balancing strategy between effi-
ciency and adjustment because it is the only way a
young company can survive. For instance, if a new com-
pany invests in a country to access customers, its offer
can have core and customizable elements to meet de-
mands for efficiency and adjustment. Similarly, if the
investment is to access specialized individuals, man-
agers can find a balance locally with workflow pro-
cesses and technology that are standardized for
efficiency and use motivation and reward mechanisms
adjusted to the local cultural context.

Greater understanding of the reasons why a new com-
pany becomes a transnational is the third managerial
implication. A new growth-oriented company must
gain from expanding its operations from a single coun-
try to two or more countries. Managers pursuing
transnational entrepreneurship should seriously con-
sider establishing operations in a second country,
which will provide access to people and assets that will
increase the new company’s capacity to create and cap-
ture value.

The fourth managerial implication is that new compan-
ies should pursue transnational entrepreneurship re-
gardless of ethnicity, migrancy, or immigration. The
core of transnational entrepreneurship is separate from
the ethnicity, migrancy, or immigration status of the
company’s founders and team. For example, managers
interested in engaging in transnational entrepreneur-
ship may or may not engage with an ethnic enclave of
the foreign country in which they intend to establish
operations.

Conclusion

This article contributes a definition of transnational en-
trepreneurship where the company is the focal actor, a
cross-border investment in specialized individuals and
heterogeneous assets is the mechanism the company
uses to create and capture value, and the investment is
made under conditions of institutional distance
between distinct settings.
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The author asserts that two features distinguish
transnational entrepreneurship from other forms of en-
trepreneurship: cross-border investment logic and insti-
tutional distance. A cross-border investment should be
made to capture more value for the company than if it
were to operate only in the country of residence.

The proposed new definition asserts that the invest-
ment is interdependent with changes in the settings in
which the company is embedded. The company’s value
capture abilities are subject to the risk and reward of
structural changes in the foreign setting being invested
in. This implies exposure to, and interest in, changes in
the foreign country’s setting due to resulting effects on
the company’s profitability.

Ethnicity has been dropped from the definition be-
cause it is not core to the observed distinctiveness of
the field. Instead, this definition allows the field to
move forward with a focus on the value creation and
capture activities of the company as the definition is in-
dependent of the stage of the company, applying
equally well to a new company and a mature company,
and it is free of the limiting component of the ethnicity
of the founder. This makes the definition highly relev-
ant for startups given that most existing definitions
seem to reflect the context of larger and more mature
firms (Tanev, 2017).

The article identifies the practical value of identifying
the distinctiveness of transnational entrepreneurship
from the managerial perspective. It also compares the
new definition with previous definitions of transnation-
al entrepreneurship. The value of the component parts
of the definition provides a framework that future re-
searchers can use to conduct a deeper examination of
the field.

The new definition allows researchers to connect
transnational entrepreneurship to other streams of re-
search, particularly entrepreneurship, international
business, institutional theory, knowledge spillover,
glocalization, and regional economic development. The
assertion for regional economic development is that, if
an investment is being made by the company into a
new country, the investment will be so that new value
can be created in that market and the company can
capture a portion of it. The value that is not captured by
the company will be captured by local suppliers, part-
ners, and customers, thus contributing to the economic
development of the region.
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The author hopes that this article and the new defini-
tion of transnational entrepreneurship inspires re-
searchers from an array of fields to contribute to the
understanding of transnational entrepreneurship and
to connect it to other streams of research. Further ex-
ploration of the distinctive characteristics of the cross-
border investment, the investment logic, and the insti-
tutional distance would be valuable contributions to
further understanding of transnational entrepreneur-
ship. The relationship between the company, the state,
and the changing environment in which the company
is embedded is also an interesting direction that could
be fruitful.
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“ We should keep on going along the path of »
globalization. Globalization is good... when
trade stops, war comes.

Jack Ma
Business magnate, investor, and philanthropist
Co-Founder of the Alibaba Group

The article is written with the aim of understanding how well software firms in emerging
economies perform when exporting their goods. Focusing on Paraguay as a representative
context, a multiple-case-study research design was adopted using different sources of evid-
ence, including 15 in-depth interviews with founders, shareholders, and CEOs. The data
were analyzed using grounded theory in order to develop patterns and categories, and to
understand differences and regularities. The revised Uppsala internationalization process
model was used as a theoretical framework. This article highlights the experts’ views of the
impact of business intelligence on the export performance of software firms in Paraguay. Al-
though only a few of the interviewees currently use business intelligence solutions to sup-
port international strategic decision-making processes, most of them reveal a desire to use
them because they expect it will have a positive impact on export performance and interna-
tional competitiveness. The main factors for selecting a business intelligence solution are
transparency of cost and benefits, excellent client service, and an attractive pricing model.
The study results apply to all stakeholders who support the impact of business intelligence
systems on the export performance of software firms in emerging economies. The article ful-
fils an identified need and call for research to study the use and impact of business intelli-
gence on the way an emerging country’s exportation of goods actually performs, and the

ability of its software firms to globalize successfully.

Introduction

Companies seeking to internationalize use business in-
telligence to create strategies and technologies for col-
lecting and analyzing foreign market data and to
predict the future attractiveness of new foreign markets
(Dedi¢ & Stanier, 2016). Business intelligence helps to
increase the speed of internationalization (Manyika et
al., 2016) by gaining knowledge and creating networks
in new foreign markets with limited resources, increas-
ing efficient decision-making during market evaluation
and finally, it helps to select the most attractive foreign
markets (Autio & Zander, 2016). More applications such
as international pricing decisions (Neubert, 2017b) or
acquiring domestic distributors might benefit from the
use of business-intelligence systems.

timreview.ca

In Paraguayan software businesses, as in other locales
and industries, there is a great need to understand the
extent to which business intelligence impacts the per-
formance of their exports. Paraguay’s open economy is
home to innovative software firms (Neubert & Van Der
Krogt, 2017), and they need speed to aim their new
products toward international markets, for example, to
refinance their research and development cost
(Neubert, 2016b). Thus, the Paraguayan software sector
might enable future competitiveness by using business
intelligence to develop international markets.

The goal of this study is to understand the use and im-
pact expected by business intelligence on Paraguayan
software exports and internationalization activities of
firms. It follows on from research by Coviello, Kano,
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and Liesch (2017), Manyika and co-authors (2016), and
Vahlne and Johanson (2017), and continues the re-
search of Neubert and Van Der Krogt (2017, 2018). Their
papers demonstrate a need for further research about
the impact of business intelligence on internationaliza-
tion. Vahlne and Johanson (2017) suggested that this
need should be addressed through qualitative research
methods such as multiple case studies. Due to the im-
portance of early and fast internationalization (Neubert
& Van Der Krogt, 2017), the expected impact of business
intelligence might be important for Paraguayan soft-
ware firms as an example for high-tech firms from emer-
ging markets (Neubert & Van Der Krogt, 2017), which is
the main motivation for this study. Our goal is to devel-
op a market evaluation framework, and we outline the
importance of business intelligence in the whole mar-
ket development process including broader aspects in
addition to those found in that of international entre-
preneurship and business intelligence.

After the introduction, this article continues with a re-
view of the existing and current literature about the
Uppsala internationalization process model, which is
the theoretical framework selected for this study (Vahl-
ne & Johanson, 2017). Then, it presents the research
methodology including the sampling strategy and the
research questions. Next, the research questions are
answered based on the findings of this multiple-case
study. Then, the results are discussed and compared
with research results from other studies. Finally, the art-
icle concludes with a list of key findings, an analysis of
the impact of the research results, and recommenda-
tions for further research.

Change Variables

Knowledge Development
Processes

Decision
Makers
Influence

Literature Review and Theoretical
Framework

For 40 years, the Uppsala internationalization process
model has been an important and heavily discussed
theoretical framework (H&kanson & Kappen, 2017) that
describes the initial stages of internationalization
(Neubert, 2015; Santangelo & Meyer, 2017). During this
time, Johanson and Vahlne have regularly adapted their
theoretical framework to a changing international busi-
ness environment and progress in research about inter-
nationalization (Johanson & Vahlne, 2009; Vahlne &
Johanson, 2013, 2017). In this context, Coviello and col-
leagues (2017) called for further research to understand
the impact of macro-level influences, including digital-
ization, on the Uppsala internationalization process
model (Figure 1).

The Uppsala internationalization process model, as up-
dated in 2017, consists of two change variables and two
state variables (Figure 1) (Vahlne & Johanson, 2017).
The state variables are “capabilities” and “commit-
ments/performance” (Vahlne & Johanson, 2017). The
change variables are “knowledge development pro-
cesses” and “commitment processes” (Vahlne & Johan-
son, 2017). The arrows show the relationship between
change and state variables, for example, the dedication
of additional resources to a foreign market or the ac-
quisition of additional knowledge influences the firms’
performance and its capabilities.

The framework of the “entrepreneurial knowledge de-
velopment process” is used in this study because the

State Variables

Commitments/Performance

N Current and expected future

A

Abilities to learn, to adapt,
and to network to create

Commitment Processes

Development of business

social and intellectual capital Governance /
in new foreign markets Decision-
Making Operational Capabilities
Processes

results

Abilities to execute market
entry projects successfully,

N

opportunities in new foreign
markets

Impact of
Digitalization

e.g. based on the two
establishment chains

Figure 1. Theoretical framework based on the Uppsala internationalization process model (Vahlne & Johanson, 2017;

Coviello et al., 2017)
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Paraguayan software firms in this sample are entrepren-
eurial firms managed by their owners or founders. This
process consists of three elements: 1) “relationship
building” (e.g., creating business opportunities and
building trust with new clients and distributors), 2)
“strategic flexibility”, and 3) “adaptability to the task en-
vironment” (Vahlne & Johanson, 2017). The abilities to
learn, to adapt (i.e., to create intellectual capital), and
to network (i.e., to create social capital) support the de-
velopment of market- and firm-specific advantages,
which make market entries successful. The second
change variable of the Uppsala internationalization
process model is “commitment processes”, which can
also be defined as “opportunity development” (Vahlne
& Johanson, 2017) in foreign markets. This variable de-
scribes the identification, acquisition, and the develop-
ment of business opportunities in new foreign markets.

Under the headline “operational capabilities”, Vahlne
and Johanson (2017) describe one of the most import
elements of the Uppsala internationalization process
model: “establishment chains” (Figure 2). High-tech
firms, such as the software firms in our sample, use es-
tablishment chains to enter new foreign markets. As the
first step in this internationalization process, Paraguay-
an software firms enter culturally and geographically
closer markets such as Brazil, Bolivia, or Argentina with
low-risk and low resource-consuming market-entry
modes, such as “service export” or “software licensing”,
mostly in collaboration with domestic distributors

(Neubert & Van Der Krogt, 2017; Neubert, 2017a). This
process is called the market distance establishment
chain (Figure 2).

With growing success, Paraguayan software firms might
increase their presence in these markets, by establish-
ing a wholly owned subsidiary, for example, or by ac-
quiring their domestic distributor (Neubert, 2013b).
This process is called the market commitment establish-
ment chain (Figure 2). In parallel, such firms also might
begin to enter more distant foreign markets such as
Chile and Mexico, or they might follow their existing
key account clients to even more distant markets. The
attractiveness of foreign markets is often volatile. It
might change quickly due to the acquisition of a new
client or the loss of an established sales channel, also
leading to outcomes such as a decreasing market com-
mitment (Clarke & Liesch, 2017) or even a market exit
(Neubert, 2011, 2013a; Sapouna et al., 2018).

Other elements of Johanson and Vahlne’s Uppsala in-
ternationalization process model are the liabilities of
foreignness and outsidership (Vahlne & Johanson,
2017). Paraguayan software firms, for example, need a
bundle of sufficiently strong market- and firm-specific
advantages to compensate for the liabilities of for-
eignness and outsidership (Vahlne & Johanson, 2017).
Among the main market- and firm-specific advantages
of Paraguayan software firms are lower cost than Amer-
ican competitors and being in a similar time zone as

Market Entry Modes Export

Foreign Direct Investment

Market Selection
and Distance

Direct Export
(With Distributor)

Wholly-Owned
Subsidiary with
Local Production

Sales Office

Mercosur Member States

(Argentina, Brazil, Paraguay,
Uruguay, and Venezuela)

>

Market Commitment
Establishment Chain

Other Foreign Markets
in Latin America

Other Foreign Markets with
Spanish-Speaking Communities

Market Distance
Establishment Chain

Other Foreign Markets v

Figure 2. Market distance and market commitment establishment chain
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American clients, relative to competitors from other low-
cost countries such as India. In particular, the advantage
of being able to communicate with clients in the United
States during normal office hours and in the same lan-
guage and similar culture should not be underestimated,
because it is greatly appreciated by American clients.

The larger the economic, linguistic, geographical, admin-
istrative, and cultural distances (Ghemawat, 2007)
between the foreign target market and the home market,
the larger the liabilities of outsidership and foreignness,
and the larger the need for firm-specific competitive ad-
vantages (Vahlne & Johanson, 2017). All software firms
and their employees have something like a global in-
dustry culture because they share the same technical lan-
guage, tools (e.g., software), and methodologies (e.g.,
agile programming). This familiarity with the same tech-
nologies, methodologies, and language reduces the liab-
ilities of foreignness and outsidership.

Domestic distributors help Paraguayan software firms to
bridge these distances. They might help them to adapt
their product features, pricing, marketing communica-
tion, or terms of doing business (e.g., payment condi-
tions and warranties) (Deresky, 2017; Hollensen, 2017).
In addition, they might offer services related to import-
ing, legal and compliance advice, logistics (including
storage), client acquisition and service, and accounts re-
ceivable management (Neubert, 2016a, 2017a). Distribut-
ors provide market knowledge and access to domestic
client networks immediately, which increases the speed
of market entry in comparison to a hierarchical mode of
market entry. Thus, the speed of internationalization de-
pends on the speed of knowledge and network creation
(Vahlne & Johanson, 2017; Neubert, 2017a; 2016b) in
each new foreign market, preferably with the support of
a local partner. Despite all the services distributors
provide, digitalization might lead to disintermediation
using online marketing or distribution channels such as
social media.

The Uppsala internationalization process model was
also chosen as the theoretical framework of this study be-
cause it has already been adopted by many Paraguayan
software firms in this sample to develop neighbouring

foreign markets (Neubert & Van Der Krogt, 2017). Al-
though the export volume of Paraguayan software firms
is still very low (Trade Map, 2018), they consider speedy
internationalization as important for the long-term sur-
vival of their firms due to the limited size of their do-
mestic home market (Neubert & Van Der Krogt, 2017).
However, they often are confronted with significant
delays in the execution of their international market de-
velopment activities in comparison to the time planned
in their business plans (Neubert & Van Der Krogt, 2017).
The main reason is an often unplanned and unstruc-
tured internationalization behaviour (Neubert & Van
Der Krogt, 2017). Paraguayan software firms often enter
new foreign markets based on their existing networks
and clients by using market opportunities, or by follow-
ing existing clients without analyzing the appeal of new
foreign markets in detail (Neubert & Van Der Krogt,
2017). Founders, shareholders, and CEOs understand
that this reduces the speed of international market de-
velopment. Previously, we have seen that they acknow-
ledge the importance of a structured
market-development process (Figure 3) starting from a
detailed evaluation and selection of foreign markets be-
fore they actually enter them (Neubert & Van Der Krogt,
2017). Founders, shareholders, and CEOs recognize that
their capabilities and their firms’ capabilities are crucial
for their international success. The faster they learn how
to do business and to acquire customers in new foreign
markets, the higher the speed of internationalization
(Neubert & Van Der Krogt, 2017; Vahlne & Johanson,
2017). However, this learning is especially challenging
for Paraguayan software firms, because they interna-
tionalize from an emerging to a generally higher de-
veloped market (Buckley et al., 2017).

This multiple-case study uses Gartner’s (2018) defini-
tion of digitalization, which is “the use of digital techno-
logies to change a business model” or business
processes. The aim of digitalization is the integration of
digital technologies (Gray & Rumpe, 2015; Khan, 2016)
into core processes such as the foreign market develop-
ment process of Neubert (2011, 2013b). Due to the digit-
alization of foreign market evaluation and selection
processes (Figure 3), Paraguayan software firms might
collect, store, and analyze social data (market networks)

Step 1 Step 2 Step 3 Step 4
Evaluation Preparation Market Growth &
& Selection Entry Development

Figure 3. Foreign market development process (Adapted from Neubert, 2017a)
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and intellectual data (market knowledge) about foreign
markets faster than with other methods (Coviello et al.,
2017; Vahlne & Johanson, 2017).

Digitalization improves decision-making processes and
the ability of decision makers to decide effectively
(Clark et al., 2018; Neubert, 2018). Decisions relating to
market-entry strategies or market-entry modes can be
particularly challenging (Ahi et al., 2017): their prepara-
tion requires significant resources to analyze data, to
predict outcomes, and to develop alternative solutions.
Therefore, digitalization increases the effectiveness and
reduces the manual work of these decision-support pro-
cesses (Holsapple et al., 2014; Merkert et al., 2015).

Traditional data-driven and fact-based decision-mak-
ing processes increase the productivity and profitability
of companies by five to six per cent compared to their
competitors (Bohanec et al., 2017; Neubert, 2018). Com-
panies using prescriptive, analytics-based, machine-
learning (ML) algorithms, for example, to compute the
future attractiveness of international markets or to
identify new business opportunities (Dedi¢ & Stanier,
2016; Neubert, 2017a; Witten et al., 2016) increase their
revenues by more than 15% (Kawas et al., 2013).
However, such gains are only possible if international
managers understand and are able to leverage the bene-
fits of digitalization (Ransbotham et al., 2015).

Methodology and Research Questions

The purpose of this study has brought up the following
three research questions:

1. Are Paraguayan software firms using business intelli-
gence solutions to support international strategic de-
cision-making processes?

2. What is the perceived impact of business intelligence
solutions on export performance and internationaliz-
ation?

3. What factors determine the use and the selection of
business intelligence services?

This study uses a multiple-case-study research design
to provide answers to these descriptive and explanatory
research questions (Yin, 2017). In contrast to an experi-
mental design or a survey, a multiple-case-study meth-
od is more flexible, and it allows for an in-depth
analysis of this research problem (Yin, 2017) within a
highly-contextualized environment (e.g., export) also al-
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lowing for a comparison between the different cases
presented. This research design helps answer the re-
search questions because it allows the use of the replic-
ation logic so as to receive external and internal
validities and analyze pattern-matching properties
between theories and cases (Yin, 2017).

We used the triangulation concept during the data col-
lection phase of this study to ensure that different
sources of evidence were used to collect data from each
case, the reason being that this study used various
sources of evidence to derive sound conclusions and to
achieve construct validity. The primary source for data
collection comprised qualitative, semi-structured, in-
depth, individual face-to-face interviews with subject-
matter experts who were all founders, shareholders, or
CEOs of Paraguayan software firms with significant in-
ternational management experience and higher educa-
tion. Only one person per case study firm was
interviewed. The software firms focus on the develop-
ment of products and services for niche markets, which
can compete at a domestic and foreign market level
(Neubert & Van Der Krogt, 2017). Other sources used
were: firm and product flyers and brochures, corporate
websites, and internal documents provided by the inter-
viewees and other secondary data, which were collec-
ted in October and November 2017. The reliability
criteria were met by using the same questionnaire,
study protocol, and data structure in the data collection
phase. The questionnaire consisted of nine explorative,
open-ended questions, which were found to be easy to
understand and to digest with no further need for clari-
fication. The average duration of the interviews was 90
minutes.

The data analysis followed a logical sequence, starting
with an individual analysis of each interview, which in
turn was followed by a cross-comparison of the results
to identify differences and similarities between the an-
swers of the different interviewees, a theoretical and lit-
eral replication using a pattern-matching approach,
and finally a comparison with the research findings sim-
ilar studies (Neubert, 2018). The main goal of this ap-
proach is to increase the possibility to transfer and
generalize the findings to other contexts (Yin, 2017).

The sampling was based on a purposive case-selection
strategy. After drawing a random sample from a data-
base of 60 Paraguayan firms, which are active in the
software services sector (Fernandez & van der Krogt,
2015), 15 typical cases of the sample exporting software
products were selected. According to Yin (2017), if at
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least six to ten cases are selected, this sampling strategy
produces a statistically representative sample. Data sat-
uration was achieved with 15 interviews due to repetit-
ive answers. This sample size is higher than required,
which allows for a better triangulation of data and helps
to strengthen the results of the whole study (Yin, 2017).

Research Findings

The analysis of the data collected from the in-depth,
semi-structured, qualitative, face-to-face interviews
with founders, shareholders, and CEOs of Paraguayan
software firms revealed themes that answer each of the
three research questions, as described in the subsec-
tions below.

1. Are Paraguayan software firms using business intelli-
gence solutions to support international strategic de-
cision-making processes?

Theme 1: Paraguayan founders, shareholders, and
CEOs and their software firms currently do not use busi-
ness intelligence solutions, in terms of big data and pre-
dictive analytics, to support international strategic
decision-making processes.

Only one (7%) of the interviewees is using theories of in-
ternationalization, country market data, and analytics
in the form of predictions, which appear as market
studies to evaluate the attractiveness of foreign mar-
kets. According to the interviewees, the limited use of
big data and this type of analytics in strategic decision-
making can be explained during the initial stages of
business intelligence in Paraguay as an emerging eco-
nomy. At this moment, business intelligence strategies
are still confined to the few larger — multinational —
companies in the telecommunications and financial
sector. Moreover, although macroeconomic data are
mostly available, there are very limited sector-specific
data in industry and services sectors in Paraguay, and
this is a topic brought up by most of the interviewees.
The perception of the interviewees about limited sector-
specific data in Paraguay and in foreign markets should
rather be interpreted in the sense that Paraguayan
founders, shareholders, or CEOs currently have no ac-
cess to this data for various reasons. The majority of the
interviewees mentioned that this is further complicated
by a lack of data analysis knowledge and experience in
their interpretation. Business intelligence and espe-
cially big data analytics is therefore still at a premature
stage and is difficult to use to support business object-
ives in Paraguay.
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Theme 2: Paraguayan founders, shareholders, and
CEOs generally do not use business intelligence solu-
tions to analyze the attractiveness of new markets due
to insufficient experience and knowledge.

Despite the more advanced availability of macro-eco-
nomic and sector-specific data in other countries such
as Brazil and Mexico as well as developed countries, the
situation in Paraguay affects the knowledge, experi-
ence, and expectations of data usage for internationaliz-
ation in industry and services. In the specific case of the
software sector, the study shows us that less than half
the companies have sufficient knowledge (40%) and ex-
perience (35%) to make effective use of business intelli-
gence in general, and predictive data in particular. At
this point, among the Paraguayan software firms, only
one company is using predictive data to identify foreign
market opportunities, including the prediction of mar-
ket appeal or client development. Other companies in-
dicate that the limited use of data is partially explained
by a lack of time to study and apply it. Therefore, effect-
ive use of predictive data would require companies to
grant more time and training resources.

The main finding of the first research question is that
only a minority of founders, shareholders, or CEOs and
their software firms use business intelligence solutions
at the moment, in terms of big data and predictive ana-
lytics, to support international strategic decision-mak-
ing processes such as foreign market evaluation and
selection or the acquisition of new clients due to a miss-
ing experience and knowledge about these tools. These
findings support the results of Neubert (2018).

2. What is the perceived impact of business intelligence
solutions on export performance and internationaliza-
tion?

Theme 3: The majority of Paraguayan founders, share-
holders, and CEOs are interested in using business in-
telligence solutions, in terms of big data and predictive
analytics, to support international strategic decision-
making processes.

Despite what is currently known and experienced, nine
(70%) of the interviewees are interested in using busi-
ness intelligence when dealing with big data and pre-
dictive analytics to support their internationalization
strategy in the short term. Eleven (85%) of the inter-
viewees can see themselves using business intelligence
in terms of big data and predictive analytics in the long
term because they are in the process of identifying new
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foreign market opportunities, and they want better in-
sights into the market potential. However, it is import-
ant to observe that the interviews also reveal that
actually acquiring and using predictive data may be
rather difficult due to time constraints and little willing-
ness to pay for data services, which is also combined
with high expectations of data sets being flexible and in-
tegral to their needs.

Theme 4: The majority of Paraguayan founders, share-
holders, and CEOs are interested in using business in-
telligence solutions, in terms of big data and predictive
analytics, to support international strategic decision-
making processes due to their expected positive im-
pacts.

The research provides some hints about the perceived
short-term impact of business intelligence in terms of
big data and predictive analytics on sales. In the short
term, the interviewees indicate that predictive data can
assist mainly in identifying new markets, market seg-
ments, leads, and clients. It can also help in better and
faster planning, better-informed decision-making, and
greater control of sales. To a lesser extent, the data are
thought to be useful to the founders, shareholders, or
CEOs choosing sales channels and optimizing their
sales funnel as well as in terms of big data and predict-
ive analytics, which in any case are less effective when
it comes to increasing loyalty and sales volume of the
existing clients.

The interviewees expect an even stronger long-term im-
pact on productivity and profitability of international
operations. About 77% can foresee more than a six per
cent increase in profitability and growth and 54% of the
interviewees indicate more than a six per cent increase
in productivity. As much as 85% expect these improve-
ments because of a more optimistic forecast concern-
ing the service needs of existing clients. A large majority
of the participating companies also indicate the poten-
tial of contribution by clearer calculations of the attract-
iveness of foreign markets, predictions of market
developments in specific subsectors, and the reduction
of risks in the market. The companies have lower ex-
pectations with regards to the contribution to cost re-
ductions, forecasting of revenues, price developments,
and competition. A majority (62%) of the interviewees
expected an improved sales process in terms of im-
proved efficiency during sales negotiations, faster and
better decision making, and a reduction of sales risks.
Almost half of the interviewees can imagine that busi-
ness intelligence in terms of big data and predictive
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analytics will contribute to an increased turnover per
client, an improved relationship with clients, and more
motivated salespeople.

The main finding relating to the second research ques-
tion is that the majority of founders, shareholders, and
CEOs want to use business intelligence in terms of big
data and predictive analytics as they believe that their
export performance and on their competitiveness in in-
ternational market development is impacted positively.
This belief of the interviewees is supported by the cur-
rent literature. According to Bohanec colleagues (2017)
and Kawas and colleagues (2013), the use of business in-
telligence positively influences revenues, productivity,
and profitability.

3. What factors determine the use and the selection of
business intelligence services?

Theme 5: The main factors that determine the use and
the selection of business intelligence services in terms
of big data and predictive analytics are transparency of
cost and benefits and an excellent after-sales service.

When considering the use of a business-intelligence ser-
vice in terms of big data and predictive analytics, the
founders, shareholders, and CEOs are restrained in
making their decision by a variety of assumptions. The
interviewees expressed concern about a lack of support
in the make-up of data as well as its unclear selection,
processing, and evaluation (i.e., the “black box effect”)
and they further assume that the cost of data services is
inflated in relation to the small size of their business.
The interviewees also consider the benefits of the soft-
ware solution to be unclear and have a lack of compre-
hension as to its specific relevance. Furthermore, they
perceive a lack of motivation of the clients and distribut-
ors to collaborate in the use of predictive data. This call
for transparency mainly shows that Paraguayan
founders, shareholders, and CEOs have limited experi-
ence and knowledge with big data and predictive analyt-
ics software to support strategic decision making
because they are unsure about trusting and basing their
decisions on the results presented. Contrary to what
could be expected, few founders, shareholders, and
CEOs are worried about the management of the soft-
ware and training of employees.

To select a business-intelligence platform to support in-
ternationalization, the founders, shareholders, and
CEOs will mainly consider a business-intelligence solu-
tion that responds to the expected problems mentioned
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earlier. Over 85% of the interviewees would choose
based on an excellent after-sales client service that ac-
companies the company in the use of the service. The
interviewees will instead consider recommendations
and references by existing clients. They further expect a
low price that reflects the relatively small size of their
own business, along with a high level of flexibility and
integrality. Few interviewees are concerned about the
size and reputation of the provider that offers addition-
al services, such as supplying them with professional
training and consulting.

The main finding of the third research question is that
the leading factors that determine the use and the selec-
tion of business intelligence services are transparency
of cost and benefits. Further, founders, shareholders,
and CEOs expect an excellent client service and an at-
tractive pricing model.

Discussion

This is based on a call for research made by Coviello
and colleagues (2017) and Vahlne and Johanson (2017),
and it continues the research of Neubert and Van Der
Krogt (2017, 2018) and Neubert (2018) about the impact
of digitalization in the sense of business intelligence
solutions on internationalization. Therefore we discuss
the findings of this multiple-case study in comparison
to the findings of the existing relevant literature. The
main motivation and assumption of this study is that
business intelligence might increase the efficiency of in-
ternationalization. The findings are discussed along the
three dimensions: knowledge and experience, decision-
making criteria, and expected impact on performance
(Figure 4).

Knowledge
and
Experience

Decision-Making
Criteria

Expected Impact
on Performance

Figure 4. The three dimensions of the discussion
framework
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The goal of the first research question is to understand
the perceptions of founders, shareholders, and CEOs of
software firms about the use of business intelligence.
The findings suggest that the interviewees and their
software firms still lack knowledge and experience
about the application of business intelligence solutions
to support international decision-making processes.
The study of Neubert (2018) produced similar results.
Although both studies are qualitative and therefore
hardly generalizable, the findings of both of them sug-
gest that there is probably a substantial need for train-
ing and consulting. Founders, shareholders, and CEOs
need specific use cases about the evaluation and selec-
tion of new foreign markets to understand the benefits
of digitalization. This happens in this fast-changing en-
vironment with huge amounts of data as well as signific-
ant risks and long-term financial commitments. It is the
almost perfect environment for business intelligence
solutions in terms of big data and predictive analytics
to support international strategic decision-making pro-
cesses of entrepreneurs with limited resources.

The goal of the second research question is to under-
stand the opinions of subject-matter experts regarding
the expected impact of business intelligence on export
performance and internationalization. The findings
suggest that the majority of the interviewees want to
use business intelligence solutions due to its perceived
positive impact on performance. The lack of data and
the missing experience and knowledge about business
intelligence solutions are the barriers to usage. This be-
lief of the interviewees is supported by the current liter-
ature. According to various authors (Bohanec et al.,
2017; Kawas et al., 2013); Miiller et al., 2018; Neubert,
2018), the use of business intelligence solutions that
leverage artificial intelligence provides a significant im-
pact of around 15% on revenues, productivity, and prof-
itability, especially due to a higher efficiency of
international learning (Stoian et al., 2017) and network-
ing activities (Coviello et al., 2017; Vahlne & Johanson,
2017). According to Neubert (2018), the most important
needs for digitalization are lead generation, client ac-
quisition, and client retention.

The goal of the third research question is to understand
the views of founders, shareholders, and CEOs about
the factors that determine the use and the selection of
business intelligence solutions. The suggested findings
demonstrate that transparency of cost and benefits, as
well as good client service and attractive prices are the
main factors that determine the use and the selection
of business intelligence. The findings of Neubert (2018)
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confirm the criteria transparency of cost, benefits, and
attractive price-performance ratios in addition to the
following factors: transparency about data protection
(including collection and analysis) and the ability to in-
tegrate the business intelligence solution into existing
enterprise resource planning (ERP) systems. Finally,
founders, shareholders, and CEOs want to avoid the
“black box effect”, meaning they want to understand
the algorithms to the extent that they can put trust in
the results.

The discussion of the findings and their comparison
with the existent literature shows that there is high in-
terest as well as high expectations but relatively low ex-
perience and knowledge among the interviewees
concerning the impact of business intelligence solu-
tions, in the sense of big data and predictive analytics,
on export performance of Paraguayan software firms.

Conclusions

This article fulfils a need that has been observed for re-
search to study the use and the expected impact of busi-
ness intelligence solutions on export performance and
international competitiveness of software firms, espe-
cially those in emerging economies. The findings bring
to light additional insights about the impact of business
intelligence on the export performance of Paraguayan
software firms using the Uppsala internationalization
process model as a theoretical framework.

The first finding of this study is that only a few of the
Paraguayan software firms in this sample currently use
business intelligence solutions in terms of big data and
predictive analytics to support their international stra-
tegic decision-making processes, such as the evaluation
and selection of foreign markets, due to a lack of data as
well as insufficient experience and knowledge.

The second finding of this study is that the majority of
founders, shareholders, and CEOs would like to use
business intelligence solutions in terms of big data and
predictive analytics because they expect a significant
positive impact on export performance and on their
competitiveness in international market development.
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The third finding of this study is that the principal
factors that determine the use and the selection of
business intelligence services are transparency of cost
and benefits. Further, founders, shareholders, and
CEOs expect excellent client service and an appealing
pricing model. The call for more transparency is
mainly based on the interviewees doubting whether
they can trust the results and whether it makes sense
to base their decisions on them in addition to (or per-
haps in opposition to) their own experience and intu-
ition.

The results are relevant for many people dealing with
internationalization, including export promotion agen-
cies, researchers in international entrepreneurship,
and developers of predictive analytics software, who
support the kind of activities that promote engaging
with the development, training, and application of
business intelligence systems or in general digitaliza-
tion for international decision making. The reason for
this is better understanding of the impact of business
intelligence on the export performance and interna-
tionalization, especially among software firms in emer-
ging economies. The results are particularly relevant
for the future competitiveness of the entire Paraguay-
an software sector and should motivate all stakehold-
ers to monitor and continue this research stream.

The qualitative multiple-case-study research design
limits the generalizability of the findings but suggests
areas for additional research. Qualitative research is
based more on the perceptions, views, and opinions of
subject-matter experts rather than the actual measure-
ment of results. Thus, qualitative studies are unique
and therefore difficult to replicate. Therefore, future
scholarly work should include quantitative assess-
ments and data of the perceptions of subject-matter
experts in Paraguay and elsewhere to come to solid
conclusions and to provide greater clarification as to
the statistical significance of the variables presented in
this study, so as to manage to replicate the results of
other software firms from different emerging or de-
veloped country markets.
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“After filing a patent, your job is only quarter done.

”»

And, to achieve patent commercialization success,
every inventor must think like a business man.

Kalyan C. Kankanala
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Commercializing high technologies is expensive, tedious, and resource intensive. Mean-
while, there is a need for quick diffusion of innovations due to economic pressures for com-
panies and research institutes. Therefore, this article proposes a new framework: lean
commercialization. The framework represents a transformation of new technology and
knowledge to products and services through the application of the lean/agile methodology.
This methodology focuses on how resources can be minimized during the development,
manufacturing, and marketing of new products and services, while still being accepted by
customers. The lean commercialization framework was developed from a case study of
high-technology companies and by interviewing commercialization experts. This article
contributes to the theory and practice of commercialization of high technologies and
provides a procedure for the practical application of the lean commercialization framework.

Introduction

Commercialization is series of activities that transform
an innovation to a final product or service from which
economic benefit can be derived (Meyers, 2009;
Perkmann et al., 2013; Rosa & Rose, 2007; Speser, 2008).
Presently, there is pressure on research institutes and
their scientists to commercialize innovations due to lim-
ited funding for basic research. Therefore, searching for
new means of commercialization is essential (Gbadege-
shin, 2017a; Still, 2017). Here, we examine on such
means, which is the application of the lean/agile meth-
odology to commercialization activities (Apilo et al.,
2015; Gbadegeshin, 2017a; Kruuti, 2016). Lean is an ef-
fort to eliminate waste while developing high-quality
products and services. This principle relies on improve-
ments in production, administration, and strategies of
organization (Kilpatrick, 2003).

One of well-known lean/agile approaches is the lean
startup methodology. It was propounded by Ries (2011)
and it has been applied by scholars in various contexts,
such as healthcare (e.g., Gaffney et al., 2014; Silva et al.,
2013), biotechnology (e.g., Shimasaki, 2018; Kruuti,
2016; Grohn et al., 2015), education (e.g., Tran, 2015;
Youtie & Shapira, 2017), research (e.g., Still, 2017),
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technology-based ventures (e.g., Harms et al., 2015),
and information and communication technology (e.g.,
Gbadegeshin & Heinonen, 2016; Ibba et al., 2018; Miski,
2014).

In applying the lean startup methodology to commer-
cialization, a new term is proposed: “lean commercial-
ization”. Lean commercialization applies the lean
startup methodology to the commercialization process,
with the primary goals of eliminating waste and minim-
izing resource expenditures on technology develop-
ment, manufacturing, and marketing of new products
and services. This new approach also aims to create sus-
tainable businesses around new technologies.

The lean commercialization framework proposed in
this article is based on empirical studies on commer-
cialization activities of technology-based companies,
their technologies after commercialization, and the ex-
perience of business advisors. A case study approach
was employed by interviewing the founders of the com-
panies and observing their high technologies, and by in-
terviewing business advistors. Two serial entrepreneurs
were interviewed in 2012, their commercialized techno-
logies were monitored from 2012 to 2016, and four com-
mercialization experts were interviewed in 2017.
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This study makes a theoretical contribution by propos-
ing a new commercialization logic. It also makes a the-
oretical contribution by providing a framework which
can be used by the technology entrepreneurs and tech-
nology-based enterprises. The study makes a practical
contribution through its framework, which assists tech-
nologists and scientists in their commercialization ad-
ventures.

Theoretical Background

The lean startup methodology

Entrepreneurs, scholars and companies are interested
in lean startup methodology because of its role in in-
novation and the development of new products and ser-
vices (Blank, 2013; Blank et al., 2013; Gaffney et al,,
2014; Moogk, 2012). Hence, since 2008, it has been the
subject of many scholarly articles, books, and blog
posts (Gaffney et al., 2014). The method was initially de-
veloped for the entrepreneurs and startups, but due to
its broader applicability and potential benefits, larger
and more mature companies are now also employing it
(Apilo et al., 2015; Blank, 2013; Gaffney et al., 2014;
Hakin, 2014). Likewise, tertiary institutions are inculcat-
ing it into their curricula (Wright et al., 2017; Youtie &
Shapira, 2017).

The primary underpinnings of the lean startup method-
ology are to ensure efficiency and effectiveness, minim-
ize wastes, and produce acceptable products and
services. The method employs a build-measure-learn
feedback loop that enables an individual person or
company to build and verify an idea or innovation. It
also enables them to learn from test results. The lean
startup methodology encourages validated learning
and experimentation (Blank, 2013; Ries, 2011). Simil-
arly, the method assists enterprises to arrive at viable
business models using minimal resources (Furr et al.,
2014; Gaffney et al., 2014).

The lean startup methodology has five key principles
that are both simple and straightforward: entrepren-
eurs are everywhere, entrepreneurship is management,
validated learning, innovation accounting, and
build-measure-learn (Ries, 2011). The first principle,
“entrepreneurs are everywhere”, denotes that those
who see and utilize an opportunity can be found at any
place, including large enterprises. The second prin-
ciple, “entrepreneurship is management”, means that
the process of utilizing opportunities need to be well
planned and executed, which will lead to lessons
learned. In turn, these lessons account for the third
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principle, which is “validated learning”. The fourth and
fifth  principles, “innovation accounting” and
“build-measure-learn” are more practical, and they
constitute the application aspect of the lean startup
methodology (Gaffney et al., 2014). Put another way,
the salient features of the lean startup methodology are
the development of a minimum viable product, market
testing of the minimum viable product, collecting and
analyzing market test data, and learning from the test
results (Donelan, 2013).

Therefore, the application of lean startup methodology
is an iterative execution of the build-measure-learn
loop. It is a development of a prototype (in the case of a
physical product) or a service sample (in the case of a
non-physical product) followed by testing and redesign
based on the test results. The iteration makes the entre-
preneurs and companies understand needs, wants, and
preferences of their customers (Hart, 2012; Jarvinen et
al., 2014; Ries, 2011).

Applying a lean methodology ensures better and faster
development of successful products and services (Apilo
et al., 2015; Hemild & Jaring, 2018; Maurya, 2012). The
benefits of the method include:

* reduction of the lifecycle of new product development

e minimization of resource wastes (Furr et al.,, 2014,
Moogk, 2012; Ries, 2011)

* more efficient and effective new product or service de-
velopment (Blank, 2013; Gaffney et al.,, 2014; Ries,
2011)

e facilitation of customer acceptable products or ser-
vices (Gaffney et al., 2014; Jarvinen et al., 2014)

e usefulness in extreme uncertainty conditions (Blank,
2013; Jarvinen et al., 2014; Ries, 2011)

e facilitation of commercialization processes of star-
tups, small companies, and multinational companies
(Gbadegeshin & Heinonen, 2016; Harms et al., 2015;
Kruuti, 2016; Moogk, 2012).

Notably, the lean startup methodology is different from
a traditional business development approach. Blank
(2013) and Jarvinen and colleagues (2014) elucidate
that the lean startup methodology can be distinguished
from the traditional approaches in relation to strategy,
new product development, organization structure, and
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operational perspectives. First, the strategy of the lean
startup methodology results in the development of a
suitable business model, whereas the traditional ap-
proach is an execution of a business plan. Second, the
lean startup methodology focuses on the development
of customers and a market, whereas the traditional
method concentrates on product development. Third,
the organizational structure of the lean startup method-
ology consists of customer and agile development
teams, which are not present in the traditional method.
Last, the lean startup methodology makes use of met-
rics, accepts failure, and appreciates customer feed-
back; these features are lacking in the traditional
approach.

Case studies: Applying the lean startup methodology in
commercialization

Common features of high technologies are novelty,
complexity, resource intensity, and high levels of R&D
(Schrier & Hallin, 2017; Steenhuis & de Bruijn, 2006).
These features make high technologies full of risks and
create uncertainty for their commercialization (Furr et
al.,, 2014). However, several case studies have shown
that these high-technologies could be commercialized
with the lean startup methodology. For example, Shi-
masaki (2018) affirms that the methodology enabled a
biotechnology company to commercialize its product
through validated learning and iterations. The author
concludes that:

“For those contemplating starting a biotechno-
logy company, or those in a development stage company,
making use of capital efficiency and lean startup, open-
innovation frameworks can leverage the capital raised,
and greatly improve your likelihood of success.”

In a similar example, Kruuti (2016) found in his case
study that the application of the lean startup methodo-
logy assisted a multinational company in understand-
ing its unfamiliar market and in establishing
relationships with its new consumers. He argued that
this methodology made the company and its commer-
cialization team develop their new technology in ac-
cordance with the needs and wants of the consumers.
Looking into another high-tech industry, Harms and
colleagues (2015) emphasized that the lean startup
methodology reduces market uncertainty for the mater-
ial sciences industry. These scholars stated that the
methodology promotes a technology commercializa-
tion process in relation to their case studies. In a digital-
ization context, Ibba and colleagues (2018) confirmed
that the lean startup methodology played an important
role in solving crucial challenges facing the commercial-
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ization of digitalized technologies and products. These
scholars found that their case study companies em-
ployed pivoting, validated learning, testing, and feed-
back to overcome their commercialization bottlenecks.
All these scholars stated that, to accelerate and scale
commercialization activities, the application of the lean
startup methodology would be beneficial.

Current frameworks for the application of the lean star-
tup methodology

Considering the lean startup methodology, its logic,
and its benefits, many frameworks have been de-
veloped by scholars. Most of the frameworks are based
on the work of theorists, such as Ries (2011) and his as-
sociates such as Blank (2013) and Furr and colleagues
(2014). Likewise, many frameworks have been de-
veloped in further applications of the main theory (e.g.,
Gbadegeshin & Heinonen, 2016; Jdrvinen et al., 2014;
Lalic et al., 2012; Munch et al., 2013).

Due to the nature of high-technologies and their indus-
tries, the need for rapid commercialization, the need
for skillful personnel to manage business operations,
the importance of customer satisfaction, and the emer-
gence of the digitalization phenomenon (Hemild & Van-
hanen, 2016), the lean startup methodology is linked to
the term “acceleration” (Hemild & Jaring, 2018). Accel-
eration refers to methods, tools, and processes that en-
trepreneurs and companies employ to make their new
offers available in the market (Apilo et al., 2015). The ac-
celeration framework is quite similar to the lean startup
methodology, and it was developed from the lean star-
tup methodology and other agile methods, such as ef-
fectuation, creation theory, business modelling, and
experimentation. The framework consists of four
stages: idea, high-value concept, validated minimum vi-
able solution, and scale solution (Apilo et al., 2015).
These stages mean that a need or problem has to be dis-
covered; then, possible solutions need to be identified
and tested. When these activities are achieved, there
should be a focus on the scalability of the solution in or-
der to make business sustainable (Hemild & Jaring,
2018).

Furthermore, Furr and colleagues (2014) extend the
lean startup methodology by inculcating the business
model to the framework, which they describe as the “in-
novator’s method”. Their framework consists of four
stages: insight, problem definition, solution prototyp-
ing, and business model creation. Moreover, they exten-
ded the concept of the minimum viable product, even
going so far as to label it the “minimum awesome
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product” (Erickson, 2015). All of the above frameworks
contain prototyping or a minimum viable product, test-
ing or experimentation, results analysis, and validated
lessons. Thus, these are key activities of the lean startup
methodology.

A recent framework for the application of lean startup to

the commercialization of innovations

The author and a co-author (Gbadegeshin & Henionen,
2016) recently proposed a framework for the applica-
tion of the lean startup methodology to the commercial-
ization process, as depicted in Figure 1. We developed
this framework from a study on the commercialization
of business ideas and innovations. The framework de-
scribes six stages in the application of the lean startup
methodology in commercialization. The stages are:
Googling the idea or new technology, developing
uniqueness, conceptualizing the new technology, devel-
oping prototypes, testing prototypes, and analyzing test
data. Following testing, if the results are positive, the
commercialization team can make a “preserve” de-
cision by engaging in mass production and marketing
of the new technology. If the test result is neutral, the
commercialization team can “pivot”. However, if the
result is negative, the commercialization team could re-
start their commercialization process.

Before applying the framework, the commercialization
team needs to consider the following factors:

e The team must have adequate knowledge about the
lean startup methodology.

» There must be a clear expectation that challenges will
occur in the early stages of applying the lean startup
methodology for the first time. Examples of these chal-
lenges are an inability to develop a minimum viable
product in a short timeframe, disappointments from

subcontractors, and an unwillingness of potential cus-
tomer to try prototypes.

* Potential customers (i.e., the testers) must be made
aware that a minimum viable product is not a final
product.

* There must be a plan for expansion in case the test is
successful, and it must consider the nature and type
of offer (product or service), the commercialization
phase, and the required team.

Methodology

This study employed a qualitative research method us-
ing a case study approach. This method is useful when
an issue is being studied in its natural environment. It
allows researchers to understand the issue deeply by
making use of real-life conditions. Thus, the method
also assists the researchers in interpreting their findings
as well replicating their study (Denzin & Lincoln, 2000).
The method is highly relevant for empirical studies and
for theory building (Creswell, 2009; Eriksson &
Kovalainen, 2008). One of the strengths of this method
is making use of many pieces of evidence such as docu-
ments, observations, interviews, and artifacts (Yin,
2003). However, a systematic procedure must be used
when applying the method (Creswell, 2009) so that
trustworthiness can be demonstrated, which is crucial
for the validity and reliability of a study (Eriksson &
Kovalainen, 2008; Morse et al., 2002). The following sub-
sections detail the exact methodological process used
in this study.

Study participants

The empirical part of this study has three phases: initial
interviews (2012), observation of technology commer-
cialization (2013-2016), and retrospective interviews

Analyzing existing
products/services

* A 4

Positive > Preserve
Result (Success)

Googﬂ:ﬁ:}x ces Developing Co:;z;ladtzzlz:ng Developing Testing Analyzing | . Neutral > Pivot -
i > > Test Dat g Result Conti
Technology Uniqueness Technology Prototype(s) Prototype(s) est Data esu (Continues)
A * Negative
—> Restart —
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Creativity

Figure 1. Application of the lean startup to the commercialization of technologies (Adapted from Gbadegeshin &

Heinonen, 2016)
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(2017). The study participants in the first phase were
selected based on their experience as successful serial
technology entrepreneurs in Finland. The participants
were expected to be a serial entrepreneur with more
than 20 years’ experience in commercialization of
high-technologies. Although many Finnish technology
entrepreneurs were contacted, very few showed in-
terest and two ultimately agreed to participate.
However, the two participants offered the opportunity
for an in-depth analysis of their commercialization ex-
periences and technologies. The primary aim of this
phase was to understand their logic in commercializ-
ing high-technologies. After their interviews, these par-
ticipants gave permission to observe their
technologies (products, services, and solutions). This
observation period corresponds to the second phase of
this study.

Only the high-technologies developed by the parti-
cipants were considered, and they were selected based
on these criteria: the technology must be developed
from a basic research or have high-level of R&D activit-
ies; it must have process and product complexities; it
must employ state-of-the-art or cutting-edge know-
how; and it must be associated with advanced eco-
nomic growth and technological development. These
criteria align with recommendations by Wong (1990),
Steenhuis and de Bruijn (2006), and Schrier and Hallin
(2017). The observed technologies came from various
sectors — electronics, cleantech, healthcare, chemical
production, and information technology — which were
categorized as high-tech industries according to Euro-
stat (2016).

In the third phase of the study, participants were selec-
ted based on their expertise as a government official
business advisors with more than 20 years’ experience.
Among the many business advisors contacted in Fin-
land, four were able to participate in face-to-face inter-
views for this study. Table 1 describes the study
participants interviewed in the first and third phases of
the study.

Data collection and analysis

The data were collected through interviews during the
first and third phases. These interviews were conducted
face-to-face, recorded, and later transcribed. Data col-
lection during the second phase focused on observing
the commercialization activities of the companies, but
it was supplemented with information from public and
government databases.

The collected data were analyzed with a content analys-
is tool that enabled the reduction of bulk qualitative
data through codification, theme development, and res-
ult reporting (Creswell, 2009; Miles & Huberman, 1994).
Next, the collected data were first read by the author of
this article several times, who made notes. The notes
from each phase were later combined to develop differ-
ent codes. Thereafter, codes were collated by naming
each phase. The first phase was named “commercializa-
tion activities”, the second phase was named “techno-
logy progress”, and the last phase was named “expert
validation”. Then, the codes from each phase were sum-
marized and themes were assigned to the codes. Fi-
nally, the themes were summarized to produce the final
results of the study.

Table 1. Overview of the participants interviewed in this study

Phase Interviewee  Background
Phase 1 (2012) 1 PhD, founded 5 companies, and presently works as a Chief Engineer in one of the companies.
2 PhD, co-founded 6 companies, and presently works as CEO of two co-founded companies.

o

Phase 3 (2017)

MSc, previously worked as an R&D Manager, and presently works as a Senior Business

Advisor for new high-tech companies.

4 PhD, founded 3 companies, and presently works as a Senior Business Advisor for new high-

tech companies.

w

PhD, previously worked as an R&D manager and a Business Development Manager, and

presently works as a Senior Business Advisor for new high-tech companies.

6 PhD, previously worked as an Innovation Manager and an Entrepreneurship Manager, and
presently works as a CEO/Business Advisor of a venture capital company for new high-tech

companies.
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The entire research methodology is summarized in Fig-
ure 2, which also reflects the structure of this article.

Results and Discussion

Application of the lean startup methodology to the com-
mercialization process

The first empirical phase revealed that the serial tech-
nology entrepreneurs employed lean startup logic,
though these entrepreneurs did not know about the
lean startup methodology. These serial technology en-
trepreneurs applied the logic by focusing on better util-
ization of their available resources, minimization of
waste, and maximization of business opportunities as-
sociated with their new technologies. These entrepren-
eurs believed that little or small resources needed to be
invested in initial commercialization activities, while
hoping for the best. They made it known that more in-

— 2012 Interviews

vestment could be added when the new technology
started to generate some income. This result aligns with
the claims of several authors about the benefits of the
lean startup methodology (Gaffney et al., 2014; Gbade-
geshin & Heinonen, 2016; Ibba et al., 2018; Jarvinen et
al.,, 2014; Kruuti, 2016; Moogk, 2012; Shimasaki, 2018).

Furthermore, these serial technology entrepreneurs be-
lieved in the simultaneous development of customer
and market. To do so, they preferred to have direct con-
tact with end users of their new technologies and to ac-
quire as much market information as possible. They
also ensured that they piloted their technologies before
full commercialization. This belief and their effort cor-
respond to descriptions of several authors with regards
to the application of the lean startup methodology (e.g.,
Blank, 2013; Blank et al., 2013; Furr et al., 2014; Harms
et al., 2015; Kruuti, 2016).

v
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Figure 2. Overview of the methodology followed in this study
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Moreover, it was noted that their commercialization
process consisted of four stages — pre-commercializa-
tion, actual commercialization, new-pre commercializa-
tion, and post-commercialization — as found previously
by this author Gbadegeshin (2017, 2018a). Figure 3
shows the author’s interpretation of the commercializa-
tion process described by the study participants, includ-
ing the different activities undertaken in each phase.

Figure 3 has similarities with the initial lean startup
methodology framework, based on the work of Ries
(2011) and others (e.g., Apilo et al., 2015; Blank, 2013;
Furr et al,, 2014; Hemild & Jaring, 2018). The commer-
cialization stages of Figure 3, and their various activit-
ies, appeared similar in all observed high-technologies
in this study, despite being sold in different industrial
sectors. The commercialization process also seemed to
follow lean the startup methodology pattern as ex-
plained in the literature (Blank, 2013; Gaffney et al.,
2014; Jarvinen et al., 2014; Lalic et al., 2012; Munch et
al., 2013; Ries, 2011).

Pre-Commercialization

Forming of technology-business team
Identification of technology application areas
Gathering sufficient market information
Having direct contact with end users
Attending international business events

v

Actual Commercialization

®ao0 oo

Having a clear target market
Product simplification
Subcontracting / outsourcing

Similarly, the four business advisors interviewed in
phase 3 confirmed that firms are following the process
described above while explaining that commercializa-
tion activities have changed over the last two decades.
These experts observed that, two decades ago, techno-
logy entrepreneurs focused on functionality, effi-
ciency, and high quality, instead of problem solving
and customer acceptance. Their affirmation corres-
ponds to the focus of recent frameworks of the lean
startup methodology (Apilo et al., 2015; Furr et al.,
2014; Gbadegeshin & Heinonen, 2016; Hemild & Jar-
ing, 2018). The experts also made it known that startup
phenomenon, digitalization influences, and “money
making” pressures are compelling entrepreneurs to ap-
ply lean startup logic as some authors have also noted
(e.g., Apilo et al., 2015; Ibba et al., 2018; Kruuti, 2016;
Shimasaki, 2018). Thus, the experts emphasized that,
in the last five years, lean startup logic has been
spreading among technology entrepreneurs, though
they also acknowledged that it can be difficult to use.
This result confirmed the claim of Gbadegeshin and

Testing business models & develop flexible models
Getting reference sales
Getting feedback from initial buyers

v

Post-Commercialization

oD oo T o

Testing business models & develop flexible models
Starting early internationalization

Getting feedback from initial buyers

Managing supply chain

Identification of technology application areas

® oo oo

New Pre-Commercialization

Identification of technology application areas
Gathering sufficient market information
Having direct contact with end users
Attending international business events

o0 T o

Figure 3. The commercialization process of high technologies
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Heinonen (2016) that the application of lean startup
methodology might be problematic for the entrepren-
eurs due to its initial challenges, such as the develop-
ment of a minimum viable product in a short
timeframe and the need to convince potential custom-
ers to try prototypes.

In addition, the experts enumerated that insufficient
knowledge about the lean startup methodology, belief
that the lean startup methodology is for “ICT people”,
and following of personal preference or intuition are
reasons many technology entrepreneurs choose not to
apply the lean startup methodology, as some scholars
have also noted (e.g., Apilo et al., 2015; Hemil4 & Jaring,
2018; Shimasaki, 2018). Meanwhile, the experts noted
that young entrepreneurs seemed to use the lean star-
tup methodology more than older entrepreneurs; like-
wise, experienced or serial entrepreneurs also use the
lean startup methodology. This preference among
younger entrepreneurs was noted by Wright and col-
leagues (2017) when explaining ecosystems of student
entrepreneurship. Additionally, the experts regarded
the lean startup methodology as a tool, which can be re-
placed or changed.

In summary, the interviews with the study participants
confirmed that the lean startup methodology could be
applied in commercializing high-technologies, even
without the active awareness of the logic among those
undertaking the commercialization activities. However,
the participants also agreed that limited knowledge of
the lean startup methodology could be an obstacle to
the successful application of the logic. In view of these
findings, there is indeed a need for a framework to en-
lighten and guide technology entrepreneurs in applying
lean startup methodology in their commercialization
adventures.

Development of the lean commercialization framework
In responding to this need for knowledge and guidance,
a new framework titled “lean commercialization” was
developed, as shown in Figure 4. The framework is an
application of the lean startup logic to the commercial-
ization process, and it serves as a guide for high-tech
entrepreneurs.

Lean commercialization starts with “Evaluating new
technology”, which is common to most commercializa-
tion processes (for examples, see: Abd Rahim et al,
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Figure 4. The lean commercialization framework
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2015; Al Natsheh et al., 2014; Amadi-Echendu & John,
2008; Amadi-Echendu & Rasetlola, 2011; Bradley et al.,
2013; Eldred & McGrath, 1997; Maine & Garnsey, 2007).
This activity is expected to consist of an analysis of tech-
nical and market issues and intellectual property.
These analyses are essential for commercialization and
building a technology-based company (Al Natsheh et
al., 2013). However, this activity is not limited to these
analyses. Other analyses related to human resources,
material acquisition and supply chains, factory siting
and manufacturing processes, and any other business
development related issues can be done at this stage.

The second stage of lean commercialization is “Devel-
oping the prototype”. This stage is also common to
many commercialization frameworks, though under
different names. For example, Maine and Garnsey
(2007) called it “customization of R&D”, Pietzsch and
colleagues (2009) name it “design and development”,
and Gbadegeshin (2017b) termed it “prototyping and
development”. Meanwhile, the lean startup methodo-
logy called it “minimum viable product”, which simply
means a working prototype that can be put in front of
customers (Furr et al., 2014; Gbadegeshin & Heinonen,
2016; Ries, 2011). Thus, this stage of lean commercializ-
ation is expected to result in the development of a work-
able prototype with basic functions and safety features.
The main aim of a minimum viable product is to exam-
ine the workability of a new idea with potential custom-
ers (Blank, 2013; Furr et al., 2014; Ries, 2011). Likewise,
lean commercialization aims to have a working proto-
type with the main functions and safety so that it can
be tested by consumers. Functional features ensure
that the technology achieves its purpose, while safety
features protect the users. In lean commercialization,
this form of prototype enables a firm to validate the
conceptualization of the new technology, as others
have noted (Apilo et al., 2015; Gbadegeshin, 2017b;
Hemila & Jaring, 2018; Shimasaki, 2018).

The third stage is “Minimum viable product testing”, or
“MVP testing”. Testing is an important phase of any
commercialization process. Some commercialization
scholars, (e.g., Maine & Garnsey, 2007; Pietzsch et al.,
2009) found that testing enabled commercialization
teams to validate their new technologies. Similarly,
scholars examining the lean startup methodology argue
that testing reveals the “practicality” or “reality” of the
new technology (e.g., Apilo et al., 2015; Gbadegeshin &
Heinonen, 2016; Ibba et al., 2018; Jarvinen et al., 2014;
Kruuti, 2016; Moogk, 2012; Shimasaki, 2018; Tran,
2015). Thus, this stage in lean commercialization pro-
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cess examines the functionality of the technology while
also validating its business potential. Testing is expec-
ted to include (but is not limited to) market, technical,
and business model tests. In all cases, the testing must
be documented to inform the next stage.

The fourth stage is “Analyzing test data”. This stage is
not commonly pronounced in many commercializa-
tion frameworks. However, this stage is an integral part
of the lean startup methodology. Therefore, with lean
commercialization, users employ analysis tools to syn-
thesize any collected data. In contrast to the lean star-
tup methodology, which emphasizes analytics (i.e.,
quantitative analysis) (Blank, 2013; Maurya, 2012; Ries,
2011), any form of data analysis can be used with lean
commercialization, whether based on qualitative or
quantitative data. For example, some empirical studies
(e.g., Gbadegeshin & Heinonen, 2016; Ibba et al., 2018;
Jarvinen et al., 2014) have shown that different types of
information are often collected during minimum viable
product tests. Thus, it is recommended that, for lean
commercialization, users of the methodology should be
open-minded in collecting and analyzing their data.
Such an attitude would enable the users to deduce in-
sights from their tests, as explained by Erickson (2015),
Furr and colleagues (2014), and Hemild and Jaring
(2018). Additionally, the tests can be done in different
market segments and geographical locations so that
mutual understanding of market and customers can be
attained.

Test results can be positive, neutral, and negative. A test
result is positive if the collected data showed that the
new technology fulfils its primary purpose, potential
customers are satisfied with it, or a business model is
able to be achieved. This kind of result is often difficult
with the first minimum viable product test, but it is pos-
sible. In contrast, a test result is negative when the
aforementioned conditions are not met. For example, if
the technology had a functional problem, if potential
consumers did not have a good experience, or if a good
business model could not be developed. A test result is
neutral when the results are mixed or insufficient to
draw conclusions.

The last stage of lean commercialization stage is “Mak-
ing decisions”. Ries (2011) advocates failing quickly,
learning lessons, and thinking about the way forward.
Lean commercialization shares this view, at least par-
tially, by encouraging commercialization teams to
make a decision about whether to continue or restart
their new high-tech commercialization process in this
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final stage. A positive result should encourage teams to
continue with full commercialization, but a neutral res-
ult suggests that the opportunity should be pivoted.
Pivoting means that problems discovered in the minim-
um viable product test are addressed and re-tested, the
minimum viable product is introduced to a new mar-
ket, or the new technology is repurposed. However,
pivoting does not mean that the new technology needs
to start again from stage one. According to Gbadegesh-
in and Heinonen (2016), pivoting can start from the pro-
totype development stage. Similarly, the empirical
cases in this study confirmed that pivoting could start
from this stage. Additionally, developing a new proto-
type might not be necessary in some cases; thus, lean
commercialization users are advised to examine the
test result critically before pivoting, because high tech-
nology is expensive, tedious, and resource-intensive to
develop (Gbadegeshin, 2018a). Lastly, commercializa-
tion activities should be restarted if the minimum vi-
able product test is negative. This means that lean
commercialization users need to start the whole pro-
cess afresh.

In summing up, lean commercialization is designed to
reduce waste, minimize resource use, improve the util-
ization of a business opportunity, and create a sustain-
able business or help grow an existing business. Users
of the framework must consider the nature of the new
high technology and its related services and solutions,
the formation of a commercialization team, and the
nature of the target market. The nature of new techno-
logy determines the stages and sub-activities of lean
commercialization. Similarly, the composition of the
commercialization team helps or hinders the commer-
cialization process (Gbadegeshin, 2017b). Most import-
antly, targeting a market determines what different
factors and actors need to be considered in the com-
mercialization process (Al Natsheh et al., 2015); hence,
this consideration is essential in the application of the
lean commercialization framework.

Conclusion

Commercializing scientific expertise that has been de-
veloped over a period of time is for developing and sus-
taining new and old businesses (Still, 2017). Similarly,
transforming new technologies that have been de-
veloped from series of research and development in-
vestments is an important source of income for
companies and government (Cornford, 2002; Gibson &
Naquin, 2011; Hindle & Yencken, 2004). Hence, convert-
ing inventions or innovations into consumable
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products and services is part of the third mission of uni-
versities, after teaching and research (Clark, 1998; Et-
zkowitz et al., 2008; Foss & Gibson, 2015; Guerrero et
al., 2016). Making new technologies available and ac-
ceptable in marketplaces (Tanev & Frederiksen, 2014)
requires the creation of new businesses, the revamping
of existing enterprises, and the employment of people
(Gbadegeshin, 2017a, b; Still, 2017). Therefore, the com-
mercialization of high-technologies is crucial for eco-
nomic development (Banerjee & Cole, 2011; Baptista &
Preto, 2011).

Naturally, high-technologies are expensive to commer-
cialize. For example, Al Natsheh and co-authors (2015)
pinpoint that, for commercializing Quantum Key Distri-
bution technology (a high-technology for cybersecur-
ity), various issues need to be addressed, including
technical development, technology validation/certifica-
tion, technology infrastructure, scattered and small
markets, supply chain, after-sales services, and custom-
er orientation/awareness. These issues make the com-
mercialization of that high-technology challenging.
Moreover, high-technologies are made more complic-
ated by the advent of digitalization (Gbadegeshin,
2018b). In fact, more new high-technologies are expec-
ted to emerge as digitalization continues to evolve
(Gbadegeshin, 2018b; Parviainen et al., 2017). With all
these factors, employing a new logic or improving an
old logic is necessary. This is the main motivation for
proposing lean commercialization, which is developed
from studying different high-technologies from differ-
ent industries.

Lean commercialization, as its name implies, is a com-
bination of lean/agile and commercialization know-
ledge. Its primary aim is to assist technology
entrepreneurs and technology-based companies to
commercialize their new high-technologies, without in-
vesting a huge amount of money and other resources. It
helps users to validate their high-technologies and busi-
ness models quickly. It also helps users to learn from
their trials and simultaneously develop market and cus-
tomers for their technologies. It aims to motivate poten-
tial entrepreneurs, scientists, and engineers to move
forward with their innovations and acquire knowledge
even if resources are scarce.

Although lean commercialization has its roots in the
lean startup methodology, it has connections with oth-
er theories/frameworks such as bricolage and effectu-
ation (Apilo et al., 2015). Briefly, bricolage originates
from work of Lévi-Strauss (1966) and involves simply
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“making do” with current resources. It also refers to the
creation of something new from little available re-
sources or by combining various limited resources
(Baker & Nelson, 2005; Fisher, 2012; Gbadegeshin,
2018b). Similarly, effectuation, as propounded by Saras-
vathy (2001), is a process of identifying and exploiting a
business opportunity with limited available resources,
and by employing affordable loss logic. This theory
deals with business opportunities with a high level of
uncertainty (Fisher, 2012).

Therefore, lean commercialization contributes to the
theory of commercialization and entrepreneurship. Its
framework is simple and easy-to-understand. It can be
used for training scientists and engineers. Thus, the
lean commercialization framework is useful for teach-
ing technology entrepreneurship. Similarly, the lean
commercialization framework can be used by practi-
tioners, especially commercialization teams and com-
mercialization project staff. Thus, lean
commercialization makes a contribution to the practice
of commercialization.

Lean commercialization is promising but it does have
some limitations. First, lean commercialization was de-
veloped from a case study research methodology. This
method is usually constrained in terms of the ability to
generalize the results (Creswell, 2009; Eriksson &
Kovalainen, 2008; Yin, 2003). This constraint limits the
logic to high-technologies in similar case contexts as
studied here. However, lean commercialization can be
applied to any high-technologies, or even “medium” or
“low” technologies, depending on the user, because
this methodological limit does not affect the quality of
the framework. Second, lean commercialization was de-
veloped in the context of Finland, which is one of the
most technologically advanced countries in the world
(Kéarki et al., 2017; Statistics Finland, 2018; World Eco-
nomic Forum, 2018). This means that certain factors
might have facilitated or hindered commercialization
activities in the case studies, and these factors might be
not present in the countries of other potential users of
the lean commercialization framework. Thus, country-
specific factors, such as R&D funding system, entre-
preneurship policy, and ICT infrastructure, might cre-
ate a limitation in applying the framework, but these
factors do not undermine lean commercialization logic.
Nonetheless, these limitations call for testing of lean
commercialization in other contexts so that the frame-
work can be validated.
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