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INTRODUCTION

Firms aound the wod hawe alway striggled to find nev ways to accomplif
growth, profitabiity and competiveness This has becoma bugh objective
considering tk pressuresf@ globalized economyLatin American firms and
multinationd subsidiaries in the regon ae facirg the challenge ofi nding ther roll in
world markets as ther governmert try to find ways to promoe econont devebpment
in orde to fight unemploymentrad poverty.

Ther is no question aboutemeed to becoencompétive and #icient
according ¢ world standardstherefoe manages ae expectd to cone up with
solutions thamatd stakeholdetexpectationsInternatond investors attention and
money has focusé on developing@untries sut as Argentina Brazil, Chile and
Mexico, in the pasdecack. The trade&f wasn't only the businessegenerate with
domestt marketsbut tre potentiaprofits derival from tre growh of theg emergig
economiesthe devebpment 6 free tra@ in the regon, and the possibity of
internationatrade.

Mergers acquisitions and joint venturs hae becore comnon ways o
accomplid firm growth and pleny of thes transactins hae taken place n the regbn
just as in Europe and the United Statéswyhow, creatirg growh from within the
organizaton is stll a difficult goal to reach.n this mntext Comporae Venturirg
becoms d great interesfor managersrad researchera an dternative way b suceal
in the businesworld.

The purpos d this chapteis © study tle Coporae Entrepreneurspi

phenomeon and exaime its potentidas a bol tha enabls innovaion, growh and



profitability in organzations We sgged tha firms with EntrepreneurigOrientation
hawe a better charecd survivd than ther competitors Furthermorgewe pretad to
describe the guert situation of Coporat Entrepreneurspiin Argentina baskon an
ongoing &ploratol investigaton thd is beirg hed & San Andrés University n Buenos

Aires.

CONCEPTUAL DEVELOPMENT

Entrepreneurshiis “the processfocreatirg valwe by bringing togetherl unique
packag@ d resources o explot an opportunity.. ...It is the pursuit & opportunity
without regad to resource curently controlled” (Stevensn d al. 1999) Now, in orde
to explot an opportunity it need © be identified firstand then there ha o be a
coherent ida on how ¢ explot it. This is wha we can cdlEntrepreneurial behavipr
the act 6 defending and developing ne ideas from ther concepton to thei realizaton
(Pinchot 1985) Thes ideas musaddres an opportunity they mus be feasibé and
profitable & the same timeand ma constitue a powerful surce for chang and
innovaion, fosteriry creativity and a onstant seatcfor nev solutons b al kinds d
problens (McGrah & al., 1992; Stevers & Grumpet 1985) The real for
Entrepreneuridbehavio seens imminert in a wortl of continuous evolutn and
increased compgion (Veciana Vergesl996) becomimy a valuable asséor all sorts d
organizations.

Corporae Entrepreneurspiis the tem usel to describe the Entpeeneuria
Behavior insi@ established organizations (Ms & Kuratko, 2002)Zahia (1991) ha
observe tha “Corporae Entrepreneurshimay be the formal oinformd adivities

aimead & creatirg newv busineses in establisheé companis thiough produt and proces



innovaions and marké devebpmens ...wth the unifying objectie o improving a
companys competive pogtion and financid performancé. Thornhil and Amit (2000)
stae that “Tre motives for launching a cquorae ventue include improvimg
profitability (Zahra 1991) generéing strategi renewal (Gut and Ginsbergl990)
fostering nnovdion (BaderFuller 1995) ad gaining knowledg tha may be parlaye
into future revaue strearm (McGrath Ventakatarantaand MacMillan, 1994)".
Furthermoreauthors sut & Blok and MacMillan (1995) suggégha “New ventures
can spark the creatésenergies foyour employeesestalish innovation a pat of your
corporae culture, ad enab# you to develop profitakl new poducts servces and
markets It canalso help yu find theg new opportunitie befoe your competors do”.
When approache seriously Comporae Entrepreneurspimay be integratd
throughout tle eriire organizabn rathe than as a separata individud adivity,
influencing tle way thingsare done The true entrepreneurial spirit naven becoma
part of the coporat cuture, influencirg performane despi the resltis of any
particula venture Covin and Slevin (1991) focuden corporat entrepreneurshies an
overdl approad within a @mpany indicaing a dire¢ relation with organizgond
performanceThey argle that thiss so becawsstong entrepreneuti@rientaton or
intensty postively influences organizationhvision and misson; objetives strategis
and structureorganiationd operdions, and eventubly, organizéiond culture Figure
5.1 illustrates this model The integréive concepproposed, help us understad the rdl
and relevane d cormporae entrepreneurghiin any orgargation. The impac of
entrepreneurieorientaton will vary according @ its intensity hopefully enouraging
manages o undertake entrepreneurial acts wth a comprehenserknowledg o

organizationbbehavior In othe words thee are may ways n which corporag



entrepreneurship can improve performance, beside its own financial results, and

organizations can benefit considerably by inducing entrepreneurial orientation.

Figure 5.1
Strategic I ntegration of Entrepreneurship Throughout the Organization
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Source: Covin and Slevin 1991

Going back to the concept of Entrepreneurship, it is worth noting the difference
between independent ventures and corporate ones. Ventures that take place inside an
existing organization have a distinctive set of obstacles related to the context in which
they are devel oped because they have to deal with the culture, processes and systems of
the parent firm. This is not the case with independent ventures given that they create an
organizational context of their own. On the other hand, the parent firm has a lot to offer
to the venture in terms of resources and knowledge, despite any burocratic conditioning.
Now that we have clearly identified the field of study we can describe in greater detail
the different ways in which a corporate venture can be developed. Even when a venture
is originated within afirm, it can still be managed internally or externally, and the
degree of commitment of the parent firm may vary widely. Figure 5.2 illustrates both
Entrepreneurial alternatives as well as the most frequent forms of corporate venture

management (Roberts, 1980).



Figure 5.2
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We have idetified severatypes d Corporae Entrepreneurshjand hawe cited
the bendfs tha organizatbns mg ge out d it, but coporae venturimg is no guarante
of successln fact pas results show a mirecord of outcomesrhe odds m favor d
succes ae not tlat enouraging f we conside tha evey new ventue deas with eithe
new products nev markets nev technology @ a combinatin of the three (Roberts
1980) In one wg or another new ventures always ta& place m unknown teritory
where uncertaint rules This piobably leads o the misconception of a Hidevd of risk
involved in Corporag¢ VenturesTha is exactly wha Comporae Entrepreneurshiis
about planning and evaluéing in orde to control tke leve of risk accepted On the
othe hand, theeisn’t ary strong evidene that sippors anothe stratgyy, besids
corporaé venturing with a hghea probability d suaccess; ad we can st find some
greda exampls d multinationd firms tha hawe grown tremendougl thanks b ventue
processesThe mostpopula of them beirg 3M, a compan tha states in its policy

manuathat 25 pecert of revenues mus come fran producs five yeas old or younger.



Even if chance for succes werent stimulating no organization can be
competiive in a sustainabl mannewithout some kid of nev venture Unles the only
growth strateg accepteal is geater markepenetraton with establishe products evey
company wil have b manag nev products nev markes a bot & one ime o

another The® are the alternative patfa corpora¢ growth as show in figure 5.3

Figure 5.3
Pathsfor Corporate Growth
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Source Block ard MacMillan 1995

Corporde Entrepreneurspiinvolves a procesthd refers o three d thes four
scenarios excef for the old markes — old producs one proving its relevane far the
busines world It is worth emphasizing #hinvolvemehof a processhecaus & such
it can be stidied and improved. Maris and Kurako (2002) hae stated thone d the
modg valuable contributionsotour understandg of entrepreneurghiis the generh
recogniton tha a proces is involved It is a proces tha occus in an organzationd
seting, including largey estalished companies”.

In orde to conclude the descripi of the framework we can dd tha coporae
entrepreneurshicombine the elemerg o entrepreneurshiwith strategt requiremersgt
of comorations (Morris ad Kuratko, 20Q), given tha they take place withm them Onre
of the mos$ prominen comporake requiremerstis strategi managemenGuh and
Ginsbeg (1990) illustratd the ft between then to help devedp our understanding o
the dynamis d this disciplire in the corprate context as sea in figure 5.4 The

description of te conponens d the modd and ther interadion ae beynd the reach of



this chapterSill, we can stres two man issuesfirst, comporae entrepreneurshiis
related to innovation ad strategi renewd seond, the characterigcs and resuls o
corporaé entrepreneurghiae influenced by th envionment the strategic leadershe

organizaton form and the organizion’s performance.

Figure 5.4
Fitting Corpor ate Entrepreneur ship into Strategic Management
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Source Guth and Ginsberg 1990

introduce the tersiand the variables reladeto a complex phenomen sut as
Corporate EntrepreneurshifWe sill have a ld to lean about it, ad hope that futer
researb and expementation wil help unfold thdayeis d corporae processeso tha

they can be better undesdd and managed.

CASE STUDY

Introduction

The presenca® stidy is basd on an ongoingxploratol invegigation

concerning Cqrorae Entrepreneurship’devebpment n Argentina beig heldat Sen



Andrés Universiy in Buenos AiresThe purpos d this invesigation & o asses the
currert situaton and relevant characterisiaf the coporae venturs thd take placem
large firms operéing in the country The® include domest firms a well as
multinationd subsidiaries The preliminary resuls tha we hae incuded in this chapter
will help us describ the cag and hopefuly add to our understanding the kind of
obstacle tha new venture hae © overcone in orde to succeed.

We sugjes tha the antext in whid theg ventures tak pla® imposes a
particula se of challengs tha will influence the wa in which they are devebped,
given tha no organization can be fréef the pioblens relatel to operatingm a
stagnatd economy. Unfortunately the comparisn with othe investigatons &5 beynd
the reab of this chapte but tre informaton provided s stil valuable b regarches and
manages in Argentina as webs in othe pars d the mntinent. Eventually, tkia
similar invegigations wil take place thwughout Laéin America enabliig comparisns
that will add to the understanding dCorporae Entrepreneurshig’processes providin

a wider perspective

Methods

Sample. The intial sample size incided 100 large companies apging in
Argentina We seha screenig lette askirg if they were willin g to be patr of the
investigaton and 30 respondeaffirmatively. A follow up leter was semto nor
responderg resiting in a samm@ d 53. A surve was then deliveral to the® conpanies
but onl 34 of then answeredFinally we disregarde 4 of hose 34 becatwesthey
declarel no corporat venture wee beirg devebped, ad anothe4 becaus the

information provided by tha survg was incompleteThe final sample wacomprisd of

% See Appendi | for macroeconome dal a Argentina.



26 firms incuding 5 banks 4 in consulting 3 in enegy and naturdresources 4 in
consume goods 3 industy related 3 in technology ad communictaons, and 4 servie

firms. Figure 55 illustrates the final samples chaacterigics.

Figure 5.5
Final Sample' s Characteristics
Senvices; 4 Banks: 5
Tech. & Com.;
3
Consulting; 4
Industry; 3
Energy &

Consumer Natural
Goods; 4 Resources; 3

Measures. The survg usal was adaptd from the one created byhbrnhil and
Amit (2000) ad consist d 45 multiple choie questions regardyndifferert issues
related to the devedpment & the venture enablirg us © gathe informatian related to:
the financing the monitoring the incentivesthe huma resource and the managemeéen
of the venture. Th man rea®n for usimg this surve is thd it was perectly suitabe for
the purpoe d our invegigation and it has alreag been tested.Jug as in Thornhil and
Amit’'s sudy, “regpondens wee aske to indicaeé on a sale d one b seva the degree
to which the agreel or disagreed (1=strongtlisagee, 7=stongly agee) with the
statemerd pioposed. Answeard 5 or higher were @nsideed postive wrile reponses
of 4 or les oountel as negative.

It was required tha repondens hal a minimun of six months workig in the
company and hal paticipated in a coporae venture. Tts providel us wit primay
information whidh we then complenmged with open interview © key informans and

senior managerg he® indee interviews gae s quaitative informaton regarding te
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context in which ventuseoccur helpirg us find meaningn the analys d the reslis
obtained. Ahough the samplsize is not big @ough to allow geneliaation, we
beliewe it is useflias an exploratory investigation, kg us cone up wit sorme

relevant observationsid establishing #nway fa further research

Results

Most of the firms studied had considerald experien@ in corpora¢ ventumg, &
seen n figure 5.6 almog 70% hal developd 3 or more prewus ventures, wtelonly 3
out d the 26 firms sudied (12%) where workig on venturs for the first time. The
majority of the venture 65%) ha betwea 3 ard 10 yeas d age and 19% were les
than 1 year old.

Figure 5.6

Previous Experience in CV
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5+ times 19%
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31%

Ther are may rea®ns b engag in corporag¢ venturing as describd & the
beginning & the chapterin this cag though, our redts indicak that firms spportel
the proces not becatesthey hd few growth opportuniies, but becaus the ventus had
highe expecteal returns tha any othe project This maks sense given thanly 20%

statel the company busines was decliningThe majoity considere ther busines
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was stil at a growilg stage and had not rach matuty yet. Tha explains wly 3 out d
4 reportel tha the parenfirm had a stong financisituation.

We thought resurces would be alle@cated quicky in orde to explot very brief
opportunties generatd by the change in the ontext Contrary to our belief this was
not the case, ewvewhen the resurces need#representta smdlproportion of the
companys budgetOve 40% d the venturs hal a budgetha represente less tha 1%
of tha of the companyand moe than 30% of té ventures operadenith budges
ranging fran 1 © 5 percent bthe companys one Figure 57 graphs this informtan. In
any case, investmesin the venture wee not sgcialized Anothe interesing finding
is tha in over 80% d the venturesthe promised funds werdfectively assgned and
not deliverel to othe projects showing ather a hidh levd of commtmert or a low
levd of compettive alternativesEven more sq 70% statd thd the investmers in new
ventures were not onsidere sunk costsThe® resiis sugges tha companies
especialy thoe with strong financibsituations n growing marketsengag in neav
ventures with smal and careflly controlled investments.

Figure 5.7

CV's Investment svs. Company' s Budget

12 11

10

Less than 1% 1% to 5% 6% to 10% More than 10%

With regardsd the recruimert of the ventue team it is not cleawhether tle
mod talent& personnlewas assigné or not Wha we can strss is thathe tean leade

was selectd from within the fim in al but 6 casesFurthermore, th mo$ comnon
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criteria usel to seéct tre leadeis his a he knowledg d the companys processekey
playess and requirementsThis is essentiado overcone ary burocrdic obstact and
enabé the ventures devebpment A close second in the nking was experiencen the
line of busines d the ventue and in managing a divisi. In othe words tean leades
seem b be perens tha hawe gained the comparg/trug and hae provel they fully
understad its formd and informd structures Surprisingly prevous eperiencs in
entrepreneurshiand in corporag¢ venturirg wele ranked lag in the list.

Quesions refered to the ontrol d the ventue $how tha most compang
expec¢ too much and too soon from theenturesalthoudh it is uncleawhether tle
ventures hae any specl mears © matt expectationsThe budgeis not moe flexible
than tha of other divisions the ventue manager d@enot hae greate decison powe
and in haf the casescomporak processesna systera mus be usedWha seens clea
is thd ventures ae controlle by mlestones (ove 70% repondel dfirmative), and
hawe specific financial objetives (agamn ove 70% dfirmative). This is important fo
ventue leades and teans so thathey know how ae they goinga be evaluatedn haf
the venture stidied, ventue leades report directly to the CEQand in anothe fourth to
Executive VP’s see Tabé 5.1 In fact in many case CEOS and Executie VP’s
themselve wee reponsibk for the venturesThis is consistent wit the fact theover
80% d the CEQO’s supportd the venturgsand almos the same awunt enouragel
them Overall, thg did not interfee with the ventue unles it was havirg trouble
meeting tle milesbnes in which case, thedecidel to withdrav ther suppot
eventualy putting an end 1o it. We can theref@ sy tha we hawe found a siong levé

of canmitment, somethi absolutel necessayr for the sicces d any project.

Table 5.1

The CV's Manager report s directl y to:
CEO 13 50%
Executive VP 7 27%
Manager 4 15%
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Other 2 8%
Total 26 100%

In terns d rewards we found tha bonuse and wage increas were the mas
commony usal when the ventue sicceededEquity and sto& options wee scarcel
cited, pobabl due b the magnitudefdhe venturesFa more populathan financid
rewardswere recognitbn, promotbon and the opportunyt of participaing in anothe
venture The® reward cone as no surpresbecause tlyeare no dfferernt from the one
traditionally implementedin fact almos 60% d the answes describd theg reward
as notspecift to ventue projects On the other had, the implicatons d failure were
first, going back © previous positionsand in econd turn, particigang in anothe
venture Tabk 52 preserd the comple¢ resuls for failed venturesconsequence®t
team membersNo harde consequencewee cited excep in two casespossiby
becaus it is essentiao provide a safgtnet to tean membes in orde to encourag
entrepreneuriaspirit, and value the couragd employes willin g to assurae greater
risksthan the ons required by ther tradiiond jobs It is also importantt menton tha
with low levek d investmens it is almost impossibjeeven for a failel venture to
generag stong negative consequerscir the companytherefore thee is no needo
condenm the team foit. Two find comments bBout ®nsequence®neg the benets of
the ventue g to the tea in one thid of the casesand to al the employeesi anothe

third; two, if the ventue fals, the compan tries o lean from the experierce 69%).

Table 5.2

Failure Consequences for Venture Teams
Loose the Job 1 4%
Other Job 1 4%
Back to former Job 15 58%
Early Retirement 0 0%
Another CV 7 27%
Other 2 8%
Total 26 100%
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Data ébout CEOS show aproximatey two-thirds d them with 10 @ more yeas
of experiencem the ndustry This gives then the powe of knowledge which they
seem b complement wit powe to distribue the resurces & ther will ; an astonishing
88% d postive answes prowe the point Definitely the mos ageed uponssie referrel
to the trainilg budgetIn 92% d the venturesthe trainirg budge was not highe than
that of the companyAnd in 42% & them the CEOD only trainel them once a yeafThe
training they do reeive, focusé mainly on managementgadershipempowerment
motivation) and businsgs skls (finance markeing, accounting) but the pay ittle
attenton to Entrepreneuridraining.

Lad but not least23% d the venturs failed to generat profts by the end of the
third year Figure 58 illustratesthe Venture'sprofits reldive o tha of the paren
companis for the first three yearswe can obser/the numbeof ventures with none @
less than 5% proits relative © the company one decreasend a risem venturs
generating inarased prafs of 5% or higher b the companyOu of the ones tha did
becone proftable after the first year, 65% manag#to incea® the companys reveaue
by les than 2 pecent by the end of tke sscond yar, 70% managekto incea® the
companys reveaue by les than 5 percent; ad by the end of tte third year 80%
accomplishd an incea® d up to 10 perent Besids the econont outcone o
ventures one lasresult indcates thta77% of tle prevous ons wee considereé as
podtive experiences.

Figure 5.8
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The mos relevant information & could obtan with this surve has bea

described. Talel 53 lists a summayr of the anclusions thiacame out banalyzirg the

results Although the samp@ size $ not bg enough, ve suggetstha the conclusions &

presentm this exploratoly study ae a préty good description of thpresensituaton of

Corporate Entrepreneurspiin Argentina Eventually furthe investigatons will enablke

us D arive  stronge conclusions.

Table 5.3
Summary of conclusion obtained by analyzing the results

Firms suppar CE not beau® they have few growtopportunitis but becates
ventures hae the highesexpecta returns.

CE is usel as an dfective growh stratgy.

CE seers prominehin growing firms with a strang financia situation.

CV’s ae devebped with smal investment, posing no thrédo the companyg

finances.

Team leades ae selectd from within the firm and the moscomnonly usel
selecion criteria is the understandingf@nd experiene on companyg divisons

processesstructure and key players.

Companis expect too muchrad too soon from ventures.

It is not ckar whether venture tearhawe the necessgrreurces  mee

expectéons.

CV’s ae evaluatd accordingd milesbnes and financi objectives.
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» Overall a stong levé of commitmert towards venturs was dund.

* Rewards fo CV'’s ar no diferert from the re$ of the company.

* Financidreward usel ae bonuse and wag inciease; notiinancid rewards

are recogition and promotion.

* Failure consequensda Venture Team membggae minimum.

» Companis try to lean from failed ventures.

* CEO'’s hae extensie knowledg d the industy and powe to allocae

resources.

* The trainirg budge for the ventue team is not highehan tha of the company

and is focusd mainl on managemennd busines sklls.

* Ther is a @od chance C\$ will become profitable yothe third year, but n

mog casesthe proft they generag is not significahto the company.

* 3outd4venturs ae mnsideré positve experiences.

Discussion

Even when Corpora¢ Entrepreneurspiis not widely spgad around companies
there are good reasons belie\e that ve will withess a considerablincreas d thes
pradices in yeas b come The exploratoy investigaton we hawe presentedchas
provided us wit relevant piees d information tha descrile the waym which venturs
are devebped, ad ha contributel significantly b our understanding @s processedt
is important © continue workig in this field of sudy in orde to bette understad the
dynamis d these processeand the variables involekin ventue siccess taking into
consideréion Latin American culture Hopefully we will learn how b improwe the way
in which venturs ae plannd and managed,depirg in mind tha swccessfliventures
are a surce d employmen and economic activitytwo fundamentaissues for
developing ountries sut as Latn Americans.

Probaby the mos revealirg finding s thd there is a strategic interan behind

Corporate Venturs, even when they are smaland dmog insignificant to the
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companys businessThis explains tle stong leves d commitmert toward them
despie ther reduced budget reurces ad revenuesit seens CEO’s alreayl
understad tha Comporat Entrepreneursp is mud more than jusa wa to devebp
new projects It is a particulaway of understanding wharganizations & aout and
the wgy they $iould operateWe exped a wide organizéiond integration of thé
discipling if not on it pratices a leaston its mncepts Furthermore, & predi¢ tha
those organizatins tha are bette suited to embrae ths chang will becone more
successfuthan ther compditors; gainirg bette chance d growth, profitability and

ultimately survival.

CONCLUSIONS

In this chaptewe hawe attemptd to describe th concep of Corporae
Entrepreneurship, prediarg its framewok and the case stly o Argentina We have
included many important referees é some d the auhors tha hawe aldressd the
subgct and describedhte findings d our own invegigation. Its limitations ae clear the
sampe size $ not bg enoudh to allow genertzation, and the econonai context n
which the ventures stlied ae beirg devebpel is fa from regular Anyways the resuls
obtainel gawe us a @od description of # case. Cqorake Ventures & managedsa
smal investments \h a strategic perspective; thare careflly controlled and
evaluated. Theris no evidene that ventus teans hae the necessarresurces ©
succeedbut a stong @mmitment towards then was found wthout significant
burocrdic obstacls imposal by the parenfirms. They still have a relative smbkcale
but thee are reamns b bdieve that thg will beconme more and merinfluential n

companys businesses
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Corpowrte Entrepreneurship’potentihexceed the financial outcora d any
given venture The beneits for organizatbns engagig in this pactice are manand
velry differert; and they can even influence organizaid culture by imposing &
EntrepreneuriaOrientaton tha fostes innovaton and creatity. Comporae
Entrepreneurspi can modij organizatbnd behavig by stimulating the constantesarch
for new opportuniies and the blossming of ideas thaare appropriat o explot them
After all, the reldionship with organizationlaperformane sens inevitable.

More extensie investigatbns ae needednot ony in Argentina but asund
Latin Americg in orde to accomplish a complet understandingfahis phenomenon.
Furthe researd will help explan its characteristicsthe reasns fa suces a failure,
and its tree potenti&for organizéions. A Comporae Entrepreneurspibenchmdg index
(CEB)) is allead/ beirg devebped & pat of a research prognaat Sa Andrés
University, with the purpos d assesirg the Entrepreneurial levef organizaions The
resuls obtaine with this index, togethewith othe investigatons b come will define
the future 6 Corporaé Entrepreneurship’researchHopefully, this chaptewill

encourag managey o stat ventuing, and contribué © future sudies on ths field.
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APPENDIX |

Selected Macro-economic Data for Argentina

1996 1999 2000
GDP (current US$) 272.1 billion 283.3 hillion 285.0 billion
GDP growth (annual %) 55 -3.4 -0.5
GNI per capita (current US$) 7,740 7,550 7,460
Inflation (annual %) -0.1 -1.9 1.1
Exports (% of GDP) 10.5 9.8 10.8
Imports (% of GDP) 11.1 11.5 11.4
Gross Capital Formation (% of GDP) 18.1 17.9 15.9
Overall Budget Deficit (% of GDP) -2.2 -2.9 -2.3

Source: World Development Indicators database, April 2002.
(http://www.worldbank.org/data)
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