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EXECUTIVE SUMMARY 

The current corporate venturing landscape is characterized by a frequent change of 

agents, processes and goal sets. Although corporations and politicians consider 

corporate venturing an important tool for innovation, there is still no consensus by 

academics and practitioners regarding its success factors.  

This research provides a comprehensive view on success factors in strategic external 

corporate venturing – from the initial setup over the actual investment process to the 

integration of knowledge – with a special focus on industry specifics. 

Methodologically this qualitative, explorative study is based on a variety of data 

sources, embracing the research topic from the angles of corporate venture capital 

(CVC) units, venture capital-funded and non-funded entrepreneurs and independent 

venture capitalists. Starting from the identified weak spots and optimization 

opportunities the author showcases how open innovation mechanisms and other 

innovation modes can be integrated in or complement corporate venturing. 

Subsequently, a framework of core venturing modes is developed stressing the 

importance of external collaboration and communication (openness) and the degree of 

internal collaboration. Bridging CVC and open innovation theory and integrating the 

marketing perspective into corporate venturing contribute to academic literature.  

A focus on a broad set of strategies suggests a strong recognition of the diverse forms 

of strategic value added of corporate venturing. Thus, CVC units can pursue multiple 

goals simultaneously, as long as they are aligned with corporate needs, clearly 

communicated within the organisation and monitored on a long-term basis by a 

concisely defined metric set, consisting of either qualitative of quantitative measures. 

Financial interests and innovation-related strategies are not mutually exclusive. It 

could be observed that financial returns are rather necessary to legitimate the 

corporate venturing activity internally. 

Success factors within the investment process show a high degree of heterogeneity 

concerning their impact on performance. Deal sourcing has a large impact on 

performance and is considered a major challenge. This hints that deal sourcing is a 

‘white space’ for development, even for top performers. In this regard innovation 

modes rooted in open innovation practice are suggested to complement the definition 
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of target markets and technologies and the identification of innovation hot spots and 

of concrete investment opportunities. Assessment of investment opportunities has to 

be done in cooperation with external partners and can be a time-critical issue in some 

industries. Firms investing in media and information and communication technology 

(ICT) show the highest capabilities and demand for process flexibility and speed. 

Processes for integrating external partners have to be established, either by 

collaboration agreements or by joint equity (syndication). External collaboration 

seems to be most relevant for firms investing in media and ICT. The longer average 

venturing experience in these industries might imply future changes in this regard for 

CVC units investing in other areas. Syndication however is highly relevant for all 

industries. In this context, proactive and open-minded behaviour is a crucial 

characteristic of top performers and appreciated by entrepreneurs. All CVC units 

extensively support their portfolio companies; nevertheless the industry context plays 

a major role in the type of support provided. Marketing and human resources for 

example are more relevant for ventures working with industrial goods and services, as 

these issues are usually less broached, required skills and marketing are more 

complex. Surprisingly, entrepreneurs value non-resource-related management support 

more by independent venture capitalists which implies that CVC units have to either 

develop their support services – for instance through the involvement of external 

parties – or communicate their value added more clearly. Despite the importance of 

external collaboration, many of the polled investors did not value external 

communication highly. Interactive or receptive approaches are scarce. This 

contradicts the stated focus of many CVC units on objectives related to image and 

positioning.  

Internal collaboration is fundamental for successful CVC units and highly relevant 

regardless of the industry focus. In this context, the study revealed that CVC units 

have to operate autonomously, but be deeply rooted in corporate innovation strategy 

and connected to business units and the top management to unfold their full potential.  

 

Zusammenfassung 

Die aktuelle Corporate Venturing Landschaft ist geprägt durch wechselnde Akteure, 

Prozesse und Zielsetzungen. Obgleich Corporate Venturing als wichtiges 
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Innovationsinstrument von Unternehmen, Politik und Wissenschaft anerkannt wird, 

besteht kaum Konsens über die Erfolgsfaktoren. Diese Arbeit präsentiert ein 

prozessorientiertes Erfolgsfaktorenmodell aus der Perspektive der Corporate Venture 

Capital (CVC) Einheiten, welches von der strategischen Ausrichtung über den 

eigentlichen Investitionsprozess bis hin zum Wissenstransfer reicht.  Die explorative, 

interdisziplinär angelegte Arbeit bedient sich eines iterativen Theoriebildungs-

prozesses im Sinne der Grounded Theory. Darüber hinaus bezieht die qualitative 

Arbeit auch die Bedürfnisse der Gründer ein und vergleicht die Prozesse der CVC 

Einheiten mit denen von unabhängigen Wagniskapitalgebern. Die Erfolgsfaktoren 

werden anhand von 16 Hypothesen diskutiert, welche die einzelnen Erfolgsfaktoren 

darstellen sowie einer Metahypothese zu der industriespezifischen Relevanz der 

Erfolgsfaktoren.  

Insbesondere erfolgreiche CVC Einheiten verstehen es, das breite Spektrum an 

strategischen Mehrwerten von CVC Einheiten auszunutzen und den oft indirekt und 

verzögert eintretenden Mehrwert sinnvoll mit Kennzahlen abzubilden. Dabei zeigt 

sich, dass sich finanzielle und strategische Ziel nicht a priori ausschließen. Weiter 

kommt die Untersuchung zu dem Schluss, dass die wesentlichen Erfolgsfaktoren im 

Investitionsprozess die Identifikation von Investitionsmöglichkeiten sowie die 

Syndizierung mit Co-Investoren sind. Hier fehlt es allerdings an pro-aktiven und 

systematisierten Ansätzen. In diesem Kontext unterstreicht der Autor, dass CVC 

Manager von web-basierten Open Innovation-Ansätzen lernen können, wie 

Innovatoren akquiriert und externe Experten integriert werden können. Der 

Wissenstransfer in Mutterunternehmen ist in allen Industrien erfolgskritisch. CVC 

Einheiten müssen in diesem Kontext ihre Rolle als Wissens- und Interessensbroker im 

Unternehmen wahrnehmen. Dies setzt eine enge Vernetzung und aktive 

Kommunikation mit dem gesamten Unternehmen voraus. Hier liegt es in der 

Verantwortung der Unternehmensführung die passenden Rahmenbedingungen  

herzustellen. Darüber hinaus müssen CVC Einheiten Mechanismen entwickeln um 

Principal Agent-Probleme, insbesondere zwischen den Geschäftseinheiten und der 

CVC Einheit, zu reduzieren und so die Zusammenarbeit zu verbessern.  
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1. INTRODUCTION 

This research intends to develop a framework to identify and assess success factors 

for strategic corporate venturing activities. Its results are based on a number of 

explorative techniques, including focus interviews and quantitative surveys. 

 

1.1 Trends and Developments in Innovation Management  

Innovative capability is the key determinant, which enables a corporation to 

continuously maintain, defend and expand its unique market position against potential 

entrants and competitors (Schumpeter, 1942). New technologies lead to regular 

phases of disruptive creation changing existing market patterns (Schumpeter, 1942). 

In order to keep a competitive position in the market, firms have to build capabilities 

for product and process innovation. Therefore, firms developed various market-

oriented modes of innovation. In reference to Schumpeter (1939), innovation is 

defined as “the planning and exploitation of new products and processes through risk-

affine, creative, resolute and charismatic entrepreneurs” (Trommsdorff & Steinhoff, 

2007, p. 27). In the last decade, established corporations have increasingly focussed 

on exploring and exploiting innovation by capitalizing on the capabilities of young 

dynamic firms.  

Implemented in a professional manner, corporate venturing, defined as the 

entrepreneurial efforts by which established business organizations invest in and/or 

create new businesses (Sharma & Chrisman, 1999, p. 19), became a vital tool for 

managing innovations and complementing internal research and development (R&D) 

activities. The corporate venturing activities of enterprises are usually organized in 

separate units. These subsidiaries of non-financial companies, so-called corporate 

venture capital (CVC) units2, focus mostly on strategic investments beyond the parent 

companies’ core business and technologies or on investments that provide synergies 

or cost-savings (MacMillan et al., 2008, p. 6). In other words, CVC is an equity or 

                                                
2 CVC units are the core units of analysis of this study. In the following the words CVC unit and 
corporate venturing (CV) unit are used interchangeably. 
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equity-linked investment, provided by established industrial corporations to 

technological innovative, autonomous and privately-held ventures with a substantial 

potential for growth. These ventures receive experienced assistance from the investing 

company over a long time frame, which leads to financial as well as strategic benefits 

(Schween, 1996, p. 265). It is assumed that corporate venturing activities make up 

approximately 1-5% of a corporate R&D budget (Mackewicz & Partner, 2003, p. 9). 

 

In the last decades, innovation and R&D have become a vital part of business strategy 

(OECD, 2008, p. 27). The following general trends and developments in terms of 

innovation processes and technological developments have increased the demand for 

innovation and influenced corporate venturing approaches: 

1. Shorter technology- and product-life cycles, fierce global competition and 

greater diversity in technology require faster and more flexible innovation 

processes (e.g. Röper, 2004, p. 30; Chesbrough et al., 2006, p. 11; Fulghieri & 

Sevilir, 2009, p. 1292).  

2. Higher complexity, as a consequence of industry and technology convergence, 

increases costs and risks of innovation activities (e.g. OECD, 2008, p. 27). 

Cost of basic research can often not be recapitalized (Chesbrough, 2003, p. 

24). 

3. Companies open up their innovation processes to capitalize on new innovation 

sources by collaborating with external stakeholders such as business partners, 

customers, universities and research institutes (e.g. Chesbrough, 2003, p. 27; 

OECD, 2008, p. 27). 

4. Greater global diffusion and mobility of knowledge have required large 

corporations to establish dynamic ecosystems to solve problems, source 

knowledge, and generate ideas in cooperation with various external 

stakeholders (Chesbrough, 2003, p. 28). 

5. “Democratization” of innovation has led to increasing participation of users of 

products and services both firms and individual consumers in innovation 

processes (von Hippel, 2005, p. 1). 

6. The rise of social media facilitates new forms of collaboration and 

networking, changes social diffusion processes and thus challenges traditional 

innovation processes. 
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7. Innovation management happens to be a crucial factor in shaping the corporate 

image and contributing to the corporate social responsibility of corporations.  

These general trends indirectly foster corporate venturing and the existence of 

formalized corporate venturing initiatives along with a more extended use of open 

innovation by multinational enterprises as well as small and medium businesses. 

Aligned with the observations above they likewise have various implications on 

corporate venturing processes, which are subject to the success factors elaborated in 

this study. These recent developments and the limited standardization of processes 

suggest that a new success factor (SF) framework in strategic corporate venturing is 

needed.  

 

1.2 Innovation Management through Corporate Venturing 

In order to understand the role of corporate venturing in the management of 

innovations, a brief outline on the historical development of corporate venturing is 

intended to illuminate the emergence of its relevance. The corporate venturing market 

evolved cyclical in three core waves (Gompers, 2002, pp. 2-5). The first wave of 

corporations announcing venturing programs emerged in the late 1960s. Between the 

late 1970s and the early 1980s the second wave followed. In terms of funded capital, 

the venture capital (VC) market actually began to evolve in the late 1990s, reaching 

its all-time peak during the New Economy boom (3rd wave). This boom was fuelled 

by three factors: The emergence of new technological megatrends and the respective 

market opportunities, an improved legal environment (less regulation, tax incentives), 

the economic situation and the great opportunities at the stock markets through initial 

public offerings (IPOs). As a result of these developments, numerous venture capital 

groups were founded and the funding of existing ones increased. This development 

was further stimulated by the very positive valuations of portfolio firms, the increase 

of venture capital-backed IPOs and hence the return on investment (ROI) of VC-

funds. Attracted by the returns of independent venture capitalists (IVCs), many CVC 

units entered the market seeking for financial returns. Accordingly, deals and 

valuations increased further.  
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However, the market’s quick adjustments to the unfulfilled growth expectations 

regarding technological/market developments (Seeliger, 2004, p. 23) led to the burst 

of the stock market bubble. Consequences were the strong decline of stock indexes, 

less VC investments, the collapse of financial returns, and the bankruptcy of many 

IVCs. In panic, many CVC units withdrew from the market. 

The ascribed developments indicate that the market is characterized by a high 

volatility resulting in a frequently changing market structure. Hence, participants’ 

CVC strategies changed continuously, adapting to the changing general 

environmental conditions. Nevertheless, CVC activity saw a strong increase during 

the New Economy boom. The CVC sector grew steadily within the last 15 years, in 

particular when regarding the amount of deals with CVC involvement3 (see figure 1-

1). This growing importance of and the general interest in CVC might indicate the 

emergence of the fourth wave of corporate venturing. 

After the New Economy crisis, the orientation of many CVC units changed from a 

purely financial to a more strategic philosophy4 (Weber, 2005, p. 69). The CVC units 

had learned that purely return-oriented VC investments should be left to IVCs, while 

companies should rather focus on strategic benefits (Chesbrough, 2002, p. 94; Weber, 

2005, p. 68; Dushnitsky & Lenox, 2006, p. 753; Covin & Miles, 2007, p. 183). Most 

CVC units today focus considerably on innovation-related objectives supporting the 

corporate innovation process. In this context, critics argue that the effect size of VC 

on general innovation performance depends strongly on the general local conditions 

and thus VC can only be regarded with reservations as a panacea to spur innovation 

(Popov & Roosenboom, 2012, p. 475). Beside the shift in strategy in this time frame, 

the market was exposed to sizeable technological developments related to 

communication. Internet platforms allow for complex interactions between 

stakeholders, as it can be seen in web-based open innovation platforms.  

                                                
3 The rise of corporate involvement in the VC landscape might not only result from larger investments 
of corporate incumbents it the venturing scene; it can also be explained by the entrance of new 
industries such as aviation and automotive in the market. Shifts from external to internal venturing 
expenditures or vice versa are not covered by NVCA statistics. The data comprises only external CVC 
investments. 
4 The effect observed was even stronger for these CVC units that experienced the crisis by themselves. 
This suggests a kind of learning effect regarding the CVC units’ philosophies (Weber, 2005, p. 69). 
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The historical outline above indicates that corporate investors react deferred and 

extremely reactive towards developments in the VC-sector. This lack of continuity 

makes it difficult to pursue long-term innovation successes and solid financial returns 

(Seeliger, 2004, p. 55). This rationale underlines the need for a success factor model 

and has to be included in its development. 

Figure 1-1: Corporate Venture Capital Market  

 

Source: Author / Data: NVCA, 2011 

 

1.3 Corporate Venturing in Practice: The 3M Case  

3M, formerly known as the Minnesota Mining and Manufacturing Company is one of 

the largest multi-technology companies in the world5, producing more than 55.000 

products and holding more than 25.000 patents. Their product portfolio ranges from 

                                                
5 30 billion USD sales, 84.000 employees, operations in 65 countries (www.3m.com, 2012) 
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dental and car care products to office supplies such as Post-it. Most products are 

however rather unknown by the final consumers, as they are components of other 

products and places in the end. The communicated corporate goal is to generate 30% 

of their revenues with products that are less than three years old. Until the beginning 

of this century, 3M was considered one of the most innovative companies, but 

decreasing innovation activity, caused by radical bootstrapping, higher innovation 

pace of competitors (e.g. Apple, Google and Asian technology companies) and 

changing perception of consumers reordered that picture6. 

Figure 1-2: 3M's Innovation Strategy  
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Source: 3M, 2011, p. 4 

In 2008, which is relatively late compared to their direct competitors, 3M founded 3M 

New Ventures a separate unit aggregating all venturing activities. This unit manages a 

100 million USD fund dedicated to generate strategic value7 by radical innovation. 

Stated goal of this unit is to tackle new technologies and future markets (see figure 1-

2) by capitalizing on the innovative capabilities of young dynamic companies – 

financial returns are considered secondary. After investing, 3M New Ventures holds 

the portfolio companies for a couple of years (on average five years) and then sells 

them or finally integrates them into the corporation. Average investment size is 

between two and ten million USD for a minority share (on average 20-30%). Their 

task is to identify “New-to-3M” markets, technologies and business models with 

                                                
6 In Bloomberg’s Businessweek ranking The 50 Most Innovative Companies 3M was ranked 3rd place 
in 2006, the 22nd place in 2008 and in 2010 they were no more among the Top 50 
(www.businessweek.com, 2012) 
7 3M defines strategic value as exploiting cross selling opportunities, understanding new business 
models, sales channels and marketing strategies, get access to external intellectual property, and to 
stimulate development and formation of new divisions for future markets (3M 2011, p. 6). 
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platform character, which might complement, extend or even replace existing 

products and technologies developed by their six business segments8. 

Transforming these market niches and opportunities into investment opportunities, 

meaning to find capable teams of young entrepreneurs and scientists is the core task 

of 3M New Ventures. This requires visionary thinking by the investment managers in 

terms of application fields and future consumer demands. From the Munich-based 

headquarter and the offices in Saint Paul and Shanghai 3M New Ventures reports 

directly to the CEO and CTO of 3M, which is important in order to assure their 

autonomy. 3M New Ventures screens the investment opportunities and makes 

investment proposals to the New Venture Board, a committee of 3M C-level 

executives and other senior decision makers, which then takes the final decision. The 

team of around 15 investment managers have various backgrounds, but do not 

originate from the corporate breed to assure an unbiased perspective on investment 

decisions. Corporate management measures their performance based on the strategic 

value contribution, whereas financial returns are secondary and no precondition to 

legitimation.  

Figure 1-3: Partner Network of 3M New Ventures for Deal Sourcing and Due Diligence 
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Source: 3M, 2011, p. 11 

                                                
8 Consumer and Office; Display and Graphics; Electro and Communications; Health Care; Industrial 
and Transportation; Safety, Security and Protection (www.3m.com, 2012) 
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Core challenges in this regard are: (1) To identify interesting start-ups; (2) To size the 

strategic value of the start-up to 3M; (3) To develop a value proposition for the start-

up; (4) To exploit the synergy potential within the 3M cosmos. In order to identify 

investment opportunities, a process called ‘deal sourcing’, 3M New Ventures defined 

five technology fields9 matching to their business portfolio. The investment managers 

then source investment targets through their existing personal networks and by 

building close ties to global innovation hot spots. Figure 1-3 provides an overview 

over their current network.  

Concerning the value proposition to potential ventures, 3M New Ventures goes 

beyond providing capital. They offer their portfolio companies access to the corporate 

R&D and production facilities as well as access to 3M’s large distribution networks 

and numerous valuable contacts to 3M’s business partners. In addition, they offer 

conventional management support. But beside these unique characteristics of the 

strategic investor 3M New Ventures, there is a fierce competition on lucrative start-

ups, making fast and flexible processes in many cases crucial. To enhance these 

process capabilities, particularly the investment speed, 3M NV created a collaborative 

web-based software tool, which supports the entire investment process. Investment 

managers, external experts and representatives of the BUs can co-work on the 

company evaluation without any geographical restraints. The total investment process 

takes only ten to twelve weeks compared to up to six months industry average 

(Groothuis, 2011). Regarding the identification and exploitation of the synergy 

potential between the portfolio firms and the corporation, a continuous dialog with the 

business units (BUs) is initiated. Empathy is needed in order to reduce the perceived 

threat of external substitutes challenging their existing businesses and power. 

In spring 2012, 3M New Ventures invested in more than 20 firms, such as ecovative, 

Printechnologics or 3M GTG a developer of interactive outdoor advertising 

technology. ecovative was founded at the Rensselaer Business Incubator (Troy, New 

York State) and focuses on research and development of mycelium (vegetative roots 

of mushrooms) as a new class of polymeric material, closing the gap between plastics 

and wood. The mycelium transforms local agricultural waste feedstock, when it is 

dried, into a substitute to Styrofoam with interesting features: It is perfectly 
                                                
9 Safety & Security; Mobility & Transportation; Health; Energy, Sustainability & Water; Electronics, 
IT & Media; Architecture, Light & Living (www.3m.com, 2012) 
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biodegradable, does not need fossil resources, is fire resistant, has an attractive 

appealing and can be produced at relatively low costs. However, identifying the 

mushroom was only the first step, 3M New Ventures takes on the process further and 

helps to develop this invention into a commercially interesting innovation. Using their 

good contacts to large electronics manufacturers, 3M supplies many of the world’s 

leading electronics firms such as Apple or Samsung, and by creating an alliance with 

the largest US packaging firm, they are creating application examples for this product. 

Further, they assisted to scale production using the know-how of large industrial 

bakeries, which have comparable processes. Another example is Printechnologics a 

firm using printed electronics to connect physical print products to unlock digital 

content via one single touch on a capacitive multi-touch device, such as a smart phone 

or a tablet computer. This technology represents an attractive extension to 3M’s 

numerous touch panel products, which have been applied in education, healthcare or 

advertising. 

Obviously only some of the mentioned businesses will prosper, this implies that the 

success cases will have to compensate for the investment failures. But beside singular 

success cases, the entire venturing activity supports 3M’s innovation processes. The 

generated deal flow creates a window-on-technology and thus helps 3M to observe 

new technological developments outside their corporate borders. Further, the external 

venturing activities are supposed to stimulate the entrepreneurial culture within the 

company. It remains to be seen whether the activity helps 3M to win back their 

position as a leader in innovation.  

 

1.4 Research Motivation and Relevance of the Topic 

The research motivation of this dissertation is based on three pillars, namely market, 

corporation and academia. Stylized facts on each pillar are aggregated in figure 1-4.  

Various macroeconomic trends already depicted in the previous sections, such as 

fragmentation of knowledge, shorter technology life cycles and global competition 

shape the market environment of corporations. A thorough understanding of how 

corporations can react to these developments with the means of corporate venturing is 
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crucial. In addition, the technological developments enabling new-style innovation 

processes have to be understood.  

Looking at the corporate level, the market data (see figure 1-1) indicates that the 

potential value added of corporate venturing is generally recognized, that it is not a 

standardized process and that success has been limited frequently in the past. Cyclical 

and nonlinear development of the corporate venturing market and the strong 

heterogeneity in the market concerning strategies and processes suggest that: (1) 

Opinions on the objectives and their definitions as well as the implementation of these 

activities are ambiguous; (2) Internal legitimation of the corporate venturing activity 

towards the corporate parent is insufficient and difficult; (3) Different corporate 

backgrounds need to be considered. This suggests the managerial need for a 

comprehensive success factor model, reflecting the various perspectives on corporate 

venturing and different industry backgrounds. 

Figure 1-4: Stylized Factors Motivating this Research 
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From an academic perspective, epistemological developments in business research, 

such as a shift from quantitative to qualitative success factor models and refined 

concepts of success, especially in innovation contexts, can be observed. This indicates 

and enables the development of a comprehensive strategic corporate venturing 

success factor model. The continuous desire of academic reflection of current trends 

and best practices adds additional relevance to this work. 

The recent increase of in publications regarding corporate venturing, CVC and open 

innovation (see figure 1-5) illustrates a rising interest in the upcoming research field 

of corporate venturing and the discourse on new innovation modes.  

Figure 1-5: Recent Relevance of Core Concepts in Academic Literature10 

 

Source: Author / Data: Google Scholar, 2012 
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10 The data was retrieved from Google Scholar on the 28.02.2012. The absolute count of the respective 
core concepts is weighted to the overall publications in Google Scholar. The analysis is only based on 
the section “Business, Administration, Finance and Economics”. Weighted results of the search terms 
“the” and “business” function as an indicator for the total amount of publication within the section, as it 
is assumed that these words appear in the very great majority of all publications.  
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developments. In addition, they allow indirectly communicating goals of the 

innovation strategy, such as a certain focus on sustainable technologies, into the 

market. 

With this new perspective on corporate venturing, this topic which was formerly 

located primarily in the fields of strategy, innovation, entrepreneurship, finance and 

organizational science, has now to be filed in the academic field of marketing of 

innovation as well. This academic conversion is in line with the interdisciplinary 

perspective corporations pose on corporate venturing.  

Developing a success factor framework for strategy-oriented CVC units, special 

attention is paid to the relevance of internal and external collaboration and hence the 

communication behaviour of CVC units. The latter topics are anchored in –and 

affected by – open innovation theory. For this reason, this research fills the gap and 

creates a theoretical bridge between open innovation and corporate venturing. 

Required updated classifications of innovation tools and methods, especially with 

references to background of web-based open innovation techniques, will be presented.  

The collaborative and communicative aspects of corporate venturing indirectly 

contribute to a string of research associated to marketing of innovation research that 

started in the 1990s by scholars such as Trommsdorff (1990, p. 22), which postulated 

that the link between marketing and R&D activities is a crucial success factor. Today 

this link is widely recognized (Ernst et al., 2010, p. 80). As corporate venturing 

became part of the corporate R&D activities, linkages with marketing activities could 

be assumed equally relevant. The analysis of the extent to which CVC units take 

advantage of their marketing role thus constitutes an identified research gap.  

Regarding the multidimensional value added potential and the diverse interests in 

corporate venturing, methods and approaches to measure the ‘success’ of CVC units 

need to be updated and explored. This work therefore contributes to the practical and 

academic problem of legitimizing corporate spending in innovation activities, where 

value added occurs often indirect and deferred. Methodologically, corporate venturing 

will be aligned with the recent string of qualitative success factor research. 

This work will contribute to the understanding of the role and potential of corporate 

venturing in corporate innovation processes. It therefore analyses the threats and 
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opportunities associated with it and explores adequate settings and levels of 

commitment for launching and operating a CVC unit. By presenting a comprehensive 

success factor framework, it aims to contribute to advancing the management of 

innovation research. 

 

1.6 Research Question and Objectives 

This research project intends to assess the evolution to more strategic processes and 

goals and to how CVC units can leverage their impact as a strategic tool for 

innovation management through stronger internal and external collaboration and 

communication. A further goal is to define a model of ‘success’ and respective 

performance measures for CVC units, a research gap frequently mentioned in 

academic literature (e.g. Bassen et al., 2006, p. 420). In addition, it will examine the 

applicability and the potential of new CVC/open innovation hybrid approaches. In 

this context, it is proposed that the following four factors are critical for the long-term 

success of CVC units:  

 

1. Leveraging the resource and knowledge base of the corporate parent. The 

resource and knowledge base of the corporate parent distinguishes CVC units 

from IVCs. Therefore more cooperation and respective synergies between the 

corporate parents’ BUs and the portfolio company moderated by the CVC unit 

are crucial. Strategic synergies within the CVC unit’s portfolio might further 

generate strategic value. In this respect, mechanism and tools to foster internal 

cooperation and its drawbacks have to be analyzed. 

2. Capitalizing on external stakeholders. External collaboration can notably 

drive the innovation process (Trommsdorff, 2007, p. 167; Singh & Fleming, 

2010, p. 41). In corporate venturing, it can also be significantly helpful to 

improve deal and idea sourcing as well as deal evaluation and portfolio firm 

support. Therefore, the status quo and the drivers and obstacles in the 

cooperation between external stakeholders and the CVC unit have to be 

examined. With regard to the incorporation of external stakeholders, such as 

experts and consumers, platform-based corporate venturing initiatives, such as 
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General Electrics (GE) Ecomagination and PepsiCo 10, have emerged very 

recently. They frequently incorporate new opportunities arising from social 

media, such as global crowdsourcing, for ideas and investment opportunities 

and public evaluation processes of these ideas and business plans. These 

approaches can be regarded as CVC/open innovation hybrids, which are 

strongly based on the open innovation paradigm (Chesbrough, 2003), as they 

capitalize on the evaluation capacity of consumers and experts and leverage 

awareness of their corporate venturing/innovation initiatives. Understanding 

the underlying mechanism of these initiatives helps to understand external 

collaboration as a success factor. This topic is still rather unexplored on a 

academic level. 

3. Concrete strategic performance measurement (Siegel et al., 1988, p. 241; 

Poser, 2003, pp. 6, 270; Seelinger, 2004, p. 216; Kanter, 2006, p. 76). 

Measuring the value added of corporate venturing initiatives is considered 

difficult, as their impact is often indirect and deferred. A narrow-minded 

adoption of traditional VC measurements is a common misconception in 

corporate venturing and leads to a misfit between goals and measurements. A 

further understanding of strategic performance metrics and controlling of CVC 

units will advance the theoretical problem of legitimating CVC units. 

4. Open internal and external communication to manage expectations with all 

relevant stakeholders and to leverage the impact of corporate venturing 

programs with regard to corporate innovation marketing. 

 

Understanding these potential success factors will help to better capitalize on 

corporate venturing in innovation management and thus better legitimize venturing 

activities. In addition, this research project will elaborate on which future strategy and 

process trends will shape the CVC market. The size of the effect of these 

hypothesized factors on the CVC units’ performance strongly depend on the 

respective industry (Sandberg & Hofer, 1987, p. 6) and strategy the CVC unit pursues 

and will hence be considered in this research. 

 

Summarizing, all elements of this research project revolve around the following 

general research question, which directly addresses the need articulated by various 
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works on the importance of CVC in innovation management, for instance by Poser 

(2003, pp. 6, 270) and Seelinger (2004, p. 216): 

 

“What are the key success factors helping to achieve corporate objectives in strategic 

external corporate venturing?” 

 

This research question is complemented by the following sub questions: 

 

1. What is success in corporate venturing and how can it be measured? 

2. Which impact has the industry background on certain success factors? 

3. How can new venturing approaches support these success factors? 

 

To answer this research question the following aspects are emphasized: 

 

• Recent trends in processes and strategies of CVC units 

• Definition of corporate venturing success and strategic goal development  

• Status quo and challenges in performance measurement of strategic corporate 

venturing  

• Drivers and obstacles of internal collaboration with the business units 

• Drivers and obstacles of external collaboration to improve deal sourcing, 

evaluation and venture support through external collaboration 

• The role of new corporate venturing concepts based on open innovation  

• Demarcation of corporate venturing in the new landscape of innovation modes 

• Development of a success factor framework and deduction of managerial 

implications for CVC unit managers 

 

1.7 Structure and Approach 

A differentiated research approach is taken in order to answer this research question 

and to develop a framework of CVC success factors. The main unit of analysis are 

CVC units, in particular strategic-oriented CVC units. However, the study also 

incorporates IVCs, incubators and entrepreneurs. A mixture of explorative qualitative 

and quantitative methods is used for investigation. Data were collected from various 
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sources, such as a research project supported by trommsdorff + drüner, innovation + 

marketing consultants, student projects at the marketing department of the Berlin 

Institute of Technology, diploma theses and focused surveys and expert interviews in 

the context of the dissertation. The data is analysed using an iterative approached 

based on the grounded theory method. Finally, the success factors are contextualized 

and validated by selected case studies and insights are embedded into the academic 

context. Figure 1-6 provides an overview of this thesis. 

Figure 1-6: Thesis Structure  
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2. THEORETICAL FOUNDATION 

This chapter aims at building the theoretical basis for this research. Therefore, the key 

terms and concepts are defined in order to categorize the subject of corporate 

venturing. Subsequently, the financial and strategic philosophies as well as the most 

common strategies and objectives in corporate venturing are discussed. This section 

continues with a general description of the setup, investment and holding process. 

Afterwards the theoretical drivers and barriers are broached. The last part of this 

chapter will discuss the general state of research on success factors in particular on 

innovation activities and will thus bridge to the core research rationale.  

 

2.1 Conceptual Background 

Dealing with the differentiation of the concepts of venture capital, corporate 

entrepreneurship, corporate venturing and corporate venture capital, working 

definitions are set and the core concepts are classified into a wider theoretical context. 

 

2.1.1 Venture Capital  

This section elaborates on the concept of venture capital. The concept will be defined 

within the field of private equity (PE). Afterwards the characteristics of the different 

investment stages will be described and a typical investment process by IVCs 

outlined. A thorough understanding of the venture capital concept and its processes 

forms the basis for understanding the CVC concept, as the processes are strongly 

comparable. 

 

2.1.1.1 Definition  

According to the official classification of the National Venture Capital Association 

(NVCA), venture capital is a segment of the PE industry focusing on investments into 

new companies, also called start-ups, with high growth potential and accompanied by 

high levels of risks. Venture capital is defined as a capital investment in young, 

innovative, non-listed companies with a limited time frame (Schefczyk, 2001, p. 43). 
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According to Schefczyk (2000, p. 10), venture capital investments are minority-share 

equity investments offering control and participation rights and come along with 

intensive management support. These investments are characterized by small current 

cash flow but high growth rates (Gabler Wirschaftslexikon, 2009, p. 3152). 

Definitions of venture capital in academic literature vary between scholars and 

nations (Schefzcyk, 2000, p. 7). In the United States (US), for instance, VC is defined 

much narrower, whereas in Europe it includes capital types defined as development 

capital in the United States as well and is sometimes even interchangeably used with 

the term PE (Röper, 2004, p. 18).  

Figure 2-1: US American and European Classification of PE and VC 

 

Source: Based on Röper, 2004, p. 24 

The VC industry has an intermediary function between the ventures/start-ups and the 

investors (Schefzcyk, 2000, p. 7). Companies eligible for VC financing are usually 

small and young, privately held companies, often characterized by a strong focus on 

technology. Venture capitalists (VCs) are usually less risk averse than later-stage 

investors and are seeking attractive returns ranging from double-digit returns to 

multiples of the initial investments. These promising returns are the result of higher 

risks, due to uncertain market and technology perspectives, inexperienced 

management teams and information asymmetry. VCs try to reduce these risks through 

management support, staged capital infusions or by executing control in the venture’s 

management board and syndication with other VC investors (Gompers & Lerner, 

2000, p. 255). 
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Figure 2-2: Venture Capital Functioning 

 

 

 

 

 
Source: Based on Ernst et al., 2005, p. 234 

Figure 2-2 illustrates the general venture capital functioning. The bold arrows above 

the investor-intermediary-start-up triad represent the major contributions in this 

setting. The dashed line indicating the implicit contribution to strategic objectives is 

only relevant for strategic investors such as corporations. 

 

2.1.1.2 Investment Stages 

Scholars developed various typologies to distinguish investment stages, having all in 

common an early stage, where the business model and the product are still 

undeveloped or incomplete and cash flow is negative. Sometimes, as in the official 

NVCA classification (see figure 2-3) this stage is subdivided into a seed/start-up 

stage and an early stage. In these very early stages, VCs usually take over the 

financing responsibilities from the founders, their families and/or business angels. 

During the expansion stage the product is normally commercially available and the 

cash flow starts to turn positive. In the later stage, also called growth stage, the start-

up is usually profitable and the VCs prepare the exit. Usually, with the maturation of 

the ventures’ life cycle the capital demand rises and the risk decreases. 

Correspondingly, the level of management support decreases with the maturation of 

the start-up. 
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Figure 2-3: Stages of Company Development  

Stage  Definition 

Seed/Start-up Stage Company has a concept or product under development, but is probably not fully 
operational. Usually the company has been in existence for less than 18 months. 

Early Stage The company’s product or service is in a testing or pilot production. In some cases, the 
product may be commercially available. The company may or may not be generating 
revenues. Usually, the company has been in business for more than three years. 

Expansion Stage The company’s product or service is in production and commercially available. The 
company demonstrates significant revenue growth, but may or may not be showing a profit. 
Usually, the company has been in business for more than three years. 

Later Stage The company’s product or service is widely available. The company is generating ongoing 
revenue and is probably cash-flow positive. It is more likely to be profitable, but not 
necessarily. 

Source: MacMillan et al., 2008, p. 3 

As a return for the capital at risk and the provided resources such as management 

know-how the investor is reimbursed by a minority stake in the start-up and usually 

the opportunity to influence decision making process by management support and 

board seats in order to accelerate company growth and value creation (Brinkrolf, 

2002, p. 69). 

 

2.1.1.3 Investment Process 

Process analysis requires a thorough differentiation between independent and 

corporate venture capitalists (IVCs versus CVC units). All venture capital investment 

processes can be in principal subdivided into two phases: The pre-investment phase 

and the post-investment phase. Especially with IVCs, the initial sourcing of funds 

advances these process steps. An overview of an IVC’s investment cycle is given in 

figure 2-4. 

Figure 2-4: Venture Capital Investment Cycle  

 
Source: Based on Brinkrolf, 2002, p. 25 
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The representation of the general VC investment process in literature differs slightly, 

but usually contains the following five process steps in the pre-investment phase (e.g. 

Schefczyk, 2000, p. 26; Brinkrolf, 2002, p. 25): (1) Deal Sourcing - This phase 

contains the search and collection of business plans; (2) Screening - A brief general 

evaluation of the business plan including product and market characteristics and 

turnover and profitability expectations is created; (3) Due Diligence - Thorough 

analysis of the business model and the team of founders, followed by a detailed 

financial due diligence; (4) Decision Making - Creation of an investment proposal, 

which contains details on the valuation, the share size, the financing model and 

vehicles and the information and control rights; (5) Deal Closing - In this process step 

the investment is formally implemented. The post-investment phase basically 

constitutes two phases. First, the interaction and monitoring phase, also called venture 

support and second the exit or divestment phase.  

Usually, VCs collaborate closely with their portfolio companies (PCs) in order to 

increase the performance and thus the value of the company. The combination of 

management support and capital is a crucial characteristic of VC investors and shaped 

the term smart capital. In practice, the intensity of management support varies 

strongly between IVCs. Interaction with the start-up is complemented by a monitoring 

approach controlling the development of the investment.  

Exiting a venture investment is a crucial process step for IVCs, as during the limited 

and relatively short holding period (on average 5 years) of venture capital investments 

no interest, dividends or profit shares are issued. Hence, the total value creation for 

the IVCs is generated through the sale of the shares in the company (Poser, 2003, 69-

74). The following exit modes are most common in venture capital deals (Schween, 

1996, p. 101-103):  

• Initial Public Offering (IPO) – Sale of the investee company’s shares on the 

stock market 

• Buyback/Management Buy Out (MBO) – Repurchase of the shares by the 

management team or the founders 

• Trade Sale – Sale of shares to another company/industrial investor 

• Secondary Sale – Sale to a financial investor 

• Liquidation – Write-off/liquidation of the investment 
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Prior to the described process steps IVCs have to raise funds. Funds are usually raised 

from wealthy individuals as well as from institutional investors such as pension funds 

or insurance companies, which occurs particularly in the US.  

 

2.1.2 Corporate Entrepreneurship and Innovation 

The elaborations on corporate entrepreneurship in this section aim at the demarcation 

of the concepts of corporate venturing and corporate venture capital from other 

concepts in corporate entrepreneurship. The following classification is in principle 

based on the works of Schween (1996), Maula (2001) and Keil (2002).  

Sharma and Chrisman (1999, p. 18) differentiate between corporate venturing and 

strategic renewal as forms of corporate entrepreneurship. Corporate entrepreneurship 

is “the sum of a company’s innovation, renewal and venturing efforts” (Zahra, 1995, 

p. 227). In this context, Sharma and Chrisman (1999, p. 19) define corporate 

entrepreneurship as “the process whereby an individual or a group of individuals, in 

association with an existing organization, create a new organization or instigate a 

renewal or innovation within that organization”. In contrast, they define strategic 

renewal as “efforts that result in significant changes to an organization’s business or 

corporate level strategy and structure” (Sharma & Chrisman, 1999, p. 19). Corporate 

venturing hence tries to access new markets, develop new products and business 

models within the existing corporate structure, whereas strategic renewal requires a 

change in structure and strategy.  

Sharma and Chrisman have no explicit definition for the term innovation; however 

they indicate its difference to an invention. “An innovation can be distinguished from 

an invention. An innovation brings something into new use, whereas an invention 

brings something new into being. The criteria for a success of an invention are 

technical, whereas the criteria for an success are commercial” (Sharma & Chrisman, 

1999, p. 17). This differentiation is in line with Trommsdorff and Steinhoff (2007, p. 

27), based on Roberts (1987) they do as well distinguish between invention and 

innovation, while innovation results out of an idea or invention and the respective 

implementation and exploitation. The OECD defines innovation as the 

implementation of a new or significantly improved product (good or service), process, 
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a new marketing method, or a new organizational method in business practices, 

workplace organisation or external relations (OECD, 2008, p. 26). The following four 

innovation types are identified: (1) Product innovations - Introduction of a good or 

service that is new or significantly improved with respect to its characteristics or 

intended uses. This includes significant improvements in technical specifications, 

components and materials, incorporated software, user friendliness or functional 

characteristics; (2) Process innovation - Implementation of a new or significantly 

improved production or delivery methods. This usually includes significant changes 

in techniques, equipment or software; (3) Marketing innovation - Implementation of a 

new marketing method involving significant changes in product design or packaging 

product placement, product promotion or pricing; (4) Organizational innovation - 

Implementation of a new organisational method in the firm’s business practice, 

workplace organization or external relations (OECD, 2009, pp. 26-28). 

Based on Schween (1996, pp. 16-23), the following demarcation of concepts is used 

within this study. Schween distinguishes between the four core concepts 

intrapreneurship, corporate venturing, corporate venture capital and venture 

management within the field of corporate entrepreneurship. Differentiation criteria for 

these concepts are the nature of the concept, the goals pursued and the field of 

application (see figure 2-5).  

Figure 2-5: Demarcation of Concepts in Corporate Entrepreneurship  

Differentiation 
Criteria 

Intrapreneurship Corporate 
Venturing 

Corporate Venture 
Capital  

Venture 
Management 

Nature of Concept Motivational 
Concept 

Organizational 
Concept 

Financing Concept Leadership Concept 

Goals  Discovery, 
development and 
organisation of new 
business fields 
within the corporate 
borders  

Increase in 
revenues, profit, 
productivity or profit 

Primary goal is the 
market and 
technology 
observation. 
Financial benefits 
are considered less 
important 

Securing corporate 
development 
through the 
foundation of new 
companies and 
business fields 

Field of Application Internal projects New, internal and 
external activities 
with a higher risk of 
failure than in the 
core business, which 
is as least operated 
temporarily outside 
the main 
organizational body 

External small and 
innovative 
companies, which 
already exist or are 
in the founding 
process  

Internal projects, 
spin-offs, existing or 
newly founded 
companies 

Source: Based on Schween, 1996, p. 17 
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Intrapreneurship aims at developing a general organizational framework facilitating 

the identification and development of new business fields within the corporate 

borders. Therefore, organizational conditions resemble start-up conditions to create a 

comparable level of motivation, creativity and flexibility (Schween, 1996, p. 18). A 

project is considered to be a corporate venturing activity if it contains an 

organizational activity with a higher risk of failure than the company’s core business 

and is at least temporarily separated from the core business. Corporate venturing 

activities usually aim at increasing revenues, profit, productivity or quality (Schween, 

1996, p. 18). Corporate venture capital is respectively a financing concept used in 

corporate venturing based on the concept of venture capital. It is defined as venture 

capital issued by corporations. This mode of financing is only dedicated to external 

ventures (ref. figure 2-6 external corporate venturing) and not to internal projects 

(Schween, 1996, p. 18). A detailed distinction between corporate venturing and 

corporate venture capital follows in the next section. Venture management can be 

considered the most wide-reaching concept, which grasps the idea of a targeted 

exploration of synergy potential between start-ups and established corporations for 

business development purposes. Venture management thus functions as an umbrella 

term for intrapreneurship, corporate venturing and corporate venture capital 

(Schween, 1996, p. 20). 

 

2.1.3 Corporate Venturing and Corporate Venture Capital  

After having discussed the concepts of venture capital and corporate entrepreneurship, 

this section deals with the definition and differentiation of the major subject of 

analysis, namely corporate venturing and corporate venture capital. Afterwards, 

corporate venturing strategies and objectives and their underlying philosophy and 

strategies are analysed and a detailed goal framework is developed. In addition, the 

relevance of the general investment philosophy and strategies on the respective 

stakeholders are discussed. An alignment of interests is crucial in the corporate 

venturing context, as later discussions will reveal. Finally, a description of the 

corporate venturing process and its major configurations is given. 
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2.1.3.1 Definition and Classification 

Academic literature provides various definitions for corporate venturing and CVC. 

Often these terms are even used synonymously. Leading researchers in this field such 

as Dushinsky (2005, 2006), Maula (2001), Keil (2000, 2004) and Chesbrough (2002) 

stick to the following classification: The umbrella term for all entrepreneurial 

activities of corporations is referred to as corporate venturing. Within this field 

internal and external corporate venturing can be distinguished. Internal and external 

efforts are not necessarily alternatives but can complement each other (Keil, 2004, p. 

809). While internal corporate venturing refers to the investment and sometimes 

foundation of ventures within the corporate border, external corporate venturing 

comprises all entrepreneurial activities outside the corporate borders. Internal 

corporate venturing is often basically regarded as a tool to retain high potential 

employees and their know-how (Weber, 2005, p. 40). Corporate venture capital 

activities are part of external corporate venturing. Corporate venture capital is 

defined as the capital corporations invest directly in start-ups, either on their own, 

alongside traditional VC funds, or in a syndicate of investors (MacMillan et al., 2008, 

p. 15). This can either be done by third party funds, dedicated funds or self-managed 

funds (Maula, 2001, p. 22).  

Separate units, called CVC units, usually operate self-managed funds. Investments 

from the self-managed funds are denominated direct investments. Third party funds 

and dedicated funds are regarded as indirect investments as they are administered by 

IVCs. Corporations can either participate in an existing third party fund or can set up 

a dedicated fund within an IVC fund, exclusively pursuing the corporate interest. 

Indirect investments are associated with limited control over the investments. Indirect 

and direct investments are not mutually exclusive. Some CVC units combine both 

venture capital types. Schween (1996, p. 124) differentiates between three forms of 

self-managed funds/direct investments: Venture nurturing represents investments of 

smart capital. Portfolio companies receive additional management support in 

marketing, manufacturing and research and develop close ties with the corporate 

parent (Roberts, 1980, p. 135; Schween, 1996, p. 125). Venture spin-offs are newly 

founded companies based on ideas and technologies of the corporate parent which are 

not in line with the current corporate strategy, incorporate high risks and are 

preferably developed outside the corporate borders (Roberts, 1980, p. 135; Schween, 
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1996, p. 127). This type differs substantially from other direct investment forms, as it 

does not aim at transferring external ideas and technologies into the company but to 

carve them out of the corporation (Schween, 1996, p. 127). In the third form, new-

style joint venture, the large corporation creates a new company with a much smaller 

firm. The small firms ideally provide enthusiasm, flexibility and advanced 

technologies, whereas the corporation brings in established distribution channels, 

production capacity and other services (Roberts, 1980, p. 136; Schween, 1996, p. 

129). Similar as in venture nurturing, the primary goal is to create synergies based on 

the resource complementarities of the firms (Schween, 1996, p. 130). In contrast to 

the other direct venturing forms, a high investment volume and a long-term less exit-

oriented focus characterize new-style joint ventures (Schween, 1996, p. 130). 

Figure 2-6: Hierarchies of Terminologies in Corporate Entrepreneurship 

 

Source: Author, partially based on Sharma & Chrisman (1999, p. 18), 
Keil (2000, p. 68) and Schween (1996, pp. 125-130) 

 

Other types of external corporate venturing are venturing alliances such as non-equity 

alliances, direct minority investments and joint ventures and transformational 

arrangements such as acquisitions and joint ventures (Maula, 2001, p. 22). 
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This research concentrates on external corporate venturing, namely CVC units, and 

uses the term corporate venturing interchangeably to CVC activities as done by many 

professionals and scholars (McNally, 1997, p. 39). Internal venturing activities, 

venturing alliances and transformational arrangements, indirect CVC as well as VC 

issued by financial corporations and IVCs are excluded from this study. A graphical 

representation of this common classification can be seen in figure 2-6. The concepts 

excluded from this study are marked with dashed lines. 

To conclude, external corporate venturing is an inter-firm collaboration helping to 

overcome the non-entrepreneurial culture of big corporations (Spiegel et al., 1988, p. 

234). CVC units are subsidiaries of non-financial companies focusing on strategic 

investments besides the parent companies’ core business and technologies or on 

investments that reduce costs or provide other benefits (zu Knyphausen-Aufseß, 2005, 

p. 24). They are financial intermediaries of non-financial corporations (Maula, 2001, 

p. 6) who act as mediators and brokers between the portfolio company and the 

respective business units of the parent firm (Covin & Miles, 2007, p. 185). Therefore, 

intra- and inter-organizational networking is intensively involved (Weber, 2007, p. 

183). CVCs usually replicate the structure and incentives of independent venture 

capital organizations (Keil, 2004, p. 810).  

 

2.1.3.2 Generic Stakeholder Interests 

In this section primary and secondary stakeholders’ interests are discussed. In a 

typical corporate venturing hierarchy, the primary stakeholders, consist of four 

parties: (1) The corporate parent (CP), whose main responsibility is providing the 

general goal set consisting of a generic philosophy and the corresponding objectives; 

(2) The CVC unit acting as intermediary and translating the general goals into a 

strategy; (3) The business units (BUs) interested in innovation, but also in protecting 

their current business and technologies; (4) The portfolio companies (PCs) usually 

following the sole goal of exit optimization. 
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Figure 2-7: Schematic Stakeholder Hierarchy 

 

Source: Author 

Motivations of each stakeholder group differ significantly as described in figure 2-8. 

In each stakeholder group the theoretical goals on an organizational level are at 

variance from the individual goals on an executive level. In this context, Rauser 

(2002, p. 313) suggests that the corporate body such as BUs, who can contribute to 

venturing success by providing a friendly corporate culture and their personal 

relationships, should be motivated by internal drive mechanisms. The CVC unit 

respectively should be motivated by strategic incentives, especially in the due 

diligence phase, and the corporate parent by financial incentives in the post-

investment phase. 

Figure 2-8: Generic Interests of Primary Stakeholders  

Stakeholder Organizational Level  Executive Level 

Corporate Parent (CP) - Long-term corporate value 
maximization  

- Top management seeks short term 
recognition/success stories, 
especially in stock listed 
companies 

Corporate Venture Capital Unit 
(CVC Unit) 

- Implementation of corporate 
interests 

- Financial benefits in particular, 
when VC compensation 
mechanisms (carried interest + 
profit share) are applied to 
investment mangers 

- Desire to secure future funding 

Business Unit (BU) - Long-term business unit value 
maximization  

- Protect existing business and 
technologies and maintain power of 
business unit 

Portfolio Company (PC) - Maximization of company value 
and fulfilment of investors interests 

- Maintain control and absorb 
resources 

- Maximization of company value for 
the point of exit 

Source: Author 

In addition to the primary stakeholders, various secondary stakeholders such as 

universities and incubators are considered in this study, in particular within the 

Corpoporate Parent 
(CP) 

Business Unit  
(BU) BU BU CVC Unit 

Portfolio Company 
(PC) PC PC PC 
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context of external collaboration. For a brief overview on their motives and 

perspectives see figure 2-9. 

Figure 2-9: Generic Interests of Secondary Stakeholders  

Stakeholder Action Motives Perspective 

Independent Venture 
Capitalist (IVC) 

- Finances and supports 
new technology ventures 

- Financial gains Financial  

Philanthropic Ventures - Finances and supports 
new technology ventures 

- Social Interests: Technological 
development, Economic 
development 

Humanistic 

Public Incubator - Supports and finances 
early-stage start-ups 

- Social Interests: Technological 
development, Economic 
development, Job creation 

- Financial gains  

Bureaucratic 

Private Incubator - Supports and finances 
early-stage start-ups 

- Financial gains 
- Foster reputation and network 

Financial  

University or Research 
Institute Scientist 

- Discovery of new 
knowledge 

- Recognition within the scientific 
community: publications, 
grants, etc. 

- Financial gain and a desire to 
secure more funding (mainly 
for graduate students & lab 
equipment) 

Scientific 

Technology Transfer 
Office (TTO) 

- Works with faculty 
members and firms/ 
entrepreneurs to structure 
deals 

- Protect and market the 
universities intellectual property 

- Facilitate technology diffusion 
and secure more research 
funding 

Bureaucratic 

External Expert 
(Technology, Industry)  

- Advises investors - Recognition within the 
community; Foster connections 

- Financial incentives 

Financial/Scientific 

Business Angel  - Finances new technology 
ventures in seed stage 

- Financial gains  
- Foster reputation and networks 

Financial  

Supplier - Produces intermediate 
products 

- Improvement of product, 
services and processes 

Strategic 

Consumer/Lead-User - Intensive consumption of 
products and services 

- Improve and develop products 
and services 

- Recognition by peers 

Utility 

Source: Author, partially based on Adam et al., 2006, p. 452 

 

2.1.3.3 Financial versus Strategic Philosophies  

A thorough understanding of the multifaceted goals and objectives of corporate 

venturing is crucial, in order to understand the success factors and to comprehend the 

differences to IVCs. Therefore the following section elaborates on the different 

philosophies in corporate venturing, namely the financial and the strategic 

philosophy.  
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In contrast to classical IVCs, which exclusively look at the financial returns, CVC 

units’ main goals are twofold. On the one hand, CVC units try to generate financial 

returns on their investments. On the other hand, they pursue strategic objectives 

generating direct or indirect benefits by exploring or exploiting strategic options. This 

research concentrates on the strategic value added to the corporation. Within this 

strategic philosophy either explorative or exploitative goals can be pursued (Schildt et 

al., 2005, p. 493; Hill & Birkinshaw, 2008, p. 426). Given the innovation focus of this 

research, the value added potential of exploration will be examined in more detail in 

the section 2.1.3.4 on strategies and objectives. 

Figure 2-10: Value Proposition to Corporate Parent 

Source: Author 

Before looking at the different strategy options of CVC units, the dominant 

philosophies are discussed. Corporations usually set their CVC units’ strategy either 

on the basis of primarily strategic or primarily financial goals. The trade-off dilemma 

between these two orientations is one of the most controversially discussed topics in 

CVC literature.  

 

Financial Philosophy 

If the parent company pursues a financially orientated philosophy, it seeks mainly 

financial returns measured by indicators such as ROI or internal rate of return (IRR). 

There are some arguments why large established corporations are well able to reap 

lucrative financial returns from investments in start-ups. First, they might have an 

advantage in doing so compared to independent non-corporate investors such as IVCs 

due to superior knowledge of markets and technologies. Second, they might have 

considerable experience in selecting ventures and performing superior due-diligences 

(Dushnitsky & Lenox, 2006, p. 757). Moreover, the parent’s brand name may signal 

Value Added 

Financial  Exploitative 

Strategic 

Explorative 

Exploitative 
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quality of the start-up to other investors and potential customers, thus ultimately 

returning rewards to the parent company. Corporate investors may in addition be 

better positioned to provide the new ventures with supplementing capabilities 

(Gompers & Lerner, 2000, p. 260). Consequently, Siegel et al. (1988, p. 235) claim 

that CVC units should have a primary focus on the realization of financial returns. 

More recent studies by scholars such as Covin and Miles (2007, p. 202), Dushnitsky 

and Lenox (2006, p. 753), and Chesbrough (2002, p. 95) and consultancies such as 

Ernst & Young, (2008, p. 3) and Mackewicz & Partner (2003, p. 10) strongly 

contradict these findings. They observe and recommend a rather strategic focus. This 

trend was strongly shaped by the New Economy crisis, where corporations realized 

that they are unable to reap financial returns comparable to these of IVCs and 

experienced the considerable risks of market volatility (Weber, 2005, p. 42). There 

are some reasons to be sceptical of CVC as a purely financially focused investment 

tool. Exclusively financial goals contradict finance theory from a shareholder 

perspective, as these CVC investments mainly follow diversification purposes. The 

owners or shareholders of the corporation do not need CVC to diversify their 

activities (Chesbrough, 2002, p. 98). Moreover, many scholars criticise that the value-

adding potential of CVC units in these cases is not optimally exploited. In addition, 

CVC units might suffer from information asymmetries, as the portfolio companies 

may be reluctant to share their knowledge. Entrepreneurs may not trust corporate 

involvement because they, for instance, fear the loss of intellectual property, thus 

making it difficult for CVC units to monitor their portfolio companies (Dushnitsky & 

Lenox, 2006, p. 756). Besides potential conflicts between the CVC unit and the 

entrepreneur, there may be an internal conflict within the corporation. In order to 

maintain pay uniformity and to avoid inter-departmental jealousy conflicts, 

corporations do not compensate their fund managers as IVCs do (Birkinshaw et al., 

2002, p. 14). Lacking variable pay, ambitious CVC fund managers often do not have 

sufficiently high incentives and may hence prefer employment at IVCs. 

In practice, the general orientation of CVC units varies still significantly as the 

recommendations to CVC units in academic literature do. High standard deviations in 

questions concerning the financial orientation indicate a limited consensus among 

corporations in this regard (Siegel et al., 1988, p. 235). In general however, CVC 
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units consider financial returns to be less important than IVCs do. Obviously, firms 

can pursue not only direct financial returns on investment but also indirect strategic 

benefits. Strategic benefits often cannot be directly attributed to a specific investment 

as they occur often indirect and deferred. Nevertheless they offset relatively poor 

financial returns and thus legitimate CVC investment (Dushnitsky & Lenox, 2006, p. 

757). Concluding, they argue that value creation in general will be greater when firms 

pursue corporate venturing for strategic reasons, such as harnessing novel 

technologies, than by passively seeking financial returns. 

 

Strategic Philosophy 

Strategic investments are primarily made in order to strengthen the corporation’s own 

business. In these cases, the companies try to identify and exploit synergies between 

themselves and the new ventures they invest in (Chesbrough, 2002, p. 95). The facets 

of the strategic philosophy and their advantages are explained in detail within the next 

section.  

 

2.1.3.4 Strategies and Objectives 

This section provides a detailed overview over the basic, mainly strategic motivations 

of CVC units. Financial objectives are neglected in this section as their drivers and 

obstacles have been discussed extensively in the philosophy section. 

Typologies and perspectives of different scholars such as Chesbrough (2002), 

Campbell et al. (2003) and Weber (2005) are aligned and clustered for this analysis. 

This section concludes the discussion on strategies and objectives with a development 

of an own goal matrix. 

Mintzberg and Waters (1985, p. 257) distinguish between deliberate strategies, which 

are realized as intended, and emergent strategies. “Both strategies may be conceived 

as two ends on a continuum along which real-world strategies lie” (Mintzberg & 

Waters, 1985, p. 257). On the one hand, this research aims at defining deliberate 

strategies, as corporate venturing seems to have a high potential for emergent 

strategies, which are frequently neglected by practitioners and academics. On the 
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other hand, it shows that strategies can change unintended, which has to be considered 

in the evaluation of success. The gap between defined and actually implemented goals 

and the underlying barriers have to be considered in the later analysis of goals.  

 

Established Typologies and Frameworks 

Frameworks and typologies in corporate venturing are still in development. Despite a 

strong overlap, the typologies differ in the range of objectives they take into 

consideration. As seen in the philosophy section above, the core of most goal 

frameworks consists of a general differentiation between strategic and financial goals 

(Chesbrough, 2002, p. 95; Freese, 2006, p. 22; Maula, 2007, p. 375). Extensions from 

the frameworks’ core can be found in extensions towards social effects (e.g. McNally, 

1997, p. 43; Rauser, 2002, p. 39) and the real options perspective (Seelinger, 2004, p. 

201).  

Campbell et al. (2003, p. 30) discovered five main objectives (business models) in 

corporate venturing, namely ecosystem, innovation, harvest, private equity and new 

leg venturing, on which they based one of the first comprehensive goal frameworks. 

The three objectives ecosystem venturing, innovation venturing and new leg venturing 

have a more strategic focus, heading towards exploration and innovation, whereas in 

contrast harvest venturing and private equity venturing follow a rather financial 

motivation. Maula (2007) and Freese (2006) differentiated between the three 

dimensions within the strategic goals: learning, leverage effects and option 

generation. Learning is further subdivided into market learning, indirect learning and 

venturing-specific learning (Freese, 2006, p. 23; Maula, 2007, p. 375). Leverage 

effects incorporate all goals aiming at supporting the companies’ own technologies 

and platforms. Option generation covers the access to new markets (e.g. Maula, 2007, 

p. 374) and the identification and evaluation of potential acquisition targets (e.g. Rind, 

1981, p. 173; Silver, 1993, p. 59; Röper, 2004, p. 33). Seelinger (2004, p. 201) 

enriched the literature on goal setting by entirely option-based approach. A real option 

is defined as “the right but not the obligation to take an action in the future” (Amram 

& Kalatilaka, 1999, p. 5). In his framework (figure 2-11), a CVC unit’s primary 

function is to create options, which the corporate parent can issue at a later point in 
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time. CVC minority investments represent an option creation process in which, 

similar to open innovation, corporate investors effectively cope with the substantial 

technology and market uncertainty of radical innovation projects (Vanhaverbeke et 

al., 2008, p. 254).  

Figure 2-11: Real Option Approach  

 

Source: Seelinger, 2004, p. 201 

Scholars, like McNally (1997, p. 43) and Rauser (2002, p. 39) added social objectives 

such as corporate social responsibility and the improvement of the corporate image as 

a further goal category. 

 

Goal Matrix  

As outlined, the research on strategies and objectives is one of the most developed 

research strings in corporate venturing. The goal matrix (figure 2-12) below is based 

on a literature review on existing corporate venturing goal studies (appendix L) and 

summarizes the most frequently mentioned objectives. Some objectives added stem 

from the focus interviews implemented throughout this research project. Figure 2-13 

lists the single strategies constituting each umbrella term.  
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Figure 2-12: Goal Matrix 

Macro Level 

Financial Return11 Ecosystem Development Scouting 

 
Access New Products & 
Technologies 

Networking & Option 
Generation Image & Positioning 

Micro Level 
Leverage Internal Resources Outsource R&D Intrapreneurship 

 Access Change Develop 

Source: Author, in cooperation with Borger 

The abscissa in the goal matrix is segmented in three categories ordered by the degree 

of abstraction of the objectives. The first category of objectives, labelled access, 

provides very direct benefits, which can be realized relatively shortly after the 

investment. Also from a portfolio company perspective benefits of these partnerships 

capitalize immediately. As effects of these strategies occur relatively direct, 

performance measurement can be implemented fairly easy. All investments 

legitimated by goals in the change category unite the intention to change existing 

structures. The develop category groups goals, which touch rather ‘soft’ and 

intangible objectives. These investments aim at creating capability sets and cultures, 

they shape the image and positioning and observe market, technology and consumer 

trends. As will be pointed out later in this work, these goals become increasingly 

relevant in corporate venturing. Measuring them is however rather challenging, as 

benefits are often indirect and deferred.  

The ordinate differentiates the goals between their orientations. Micro level indicates 

that the objectives are strongly related to internal firm processes. The macro level 

refers to rather market-related investment objectives, in which portfolio companies 

support the relationship between the corporation and the market.  

                                                
11 The classification of this goal is not in line with the dimensions access and macro level, but is 
included the goal matrix to complement this framework with this crucial goal. 
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Figure 2-13: Goal Description 

Macro Level  
- Net profit  
- ROI  
- IRR 

 
- Neutralize future competitors 
- Create barriers to entry 
- Create new customers  
- Support own technologies  
- Develop customers and 

suppliers  
 

 
- Window-on-technology 
- Identify, monitor future 

trends, technologies and 
markets  

- Identify customer needs 
- Observe competition 
 

  
- Access to existing products, 

technologies, processes, 
services  

 
- Develop a network structure 

within industry, government, 
VC industry, educational 
systems, entrepreneurs 

- Signaling cooperation ability 
to other partners  

- Option generation and risk 
reduction for later M&As 

 

  
- Improve corporate image 
- Attract talents 
- Higher quality of dealflow 
- Publicity 
- Act social responsible 

Micro Level 

 
- Utilize plant, space, R&D 

facilities, human capital and 
other resources 

- Capitalized on unused 
intellectual property 

 

 
- Outsourcing of R&D 

 
- Forster intrapreneurship 
- Increase sensitivity for 

innovation 
 

 Access Change Develop 

Source: Author, in cooperation with Borger 

In the following paragraphs the different goals of the matrix will be discussed one by 

one: 

 

Ecosystem Development 

This goal set aims at supporting the parent’s business environment of customers, 

suppliers, third-party developers and complementary businesses in order to stimulate 

the demand of the corporation’s own products and services (Chesbrough, 2002, p. 95; 

Röper, 2004, p. 31). This strategy is particularly important for those companies, in 

which the success of their products or services is strongly related to network 

externalities. Another premise is that the market is unable to provide lacking 

competences and finance on their own or from other sources such as IVCs (Campbell 

et al., 2003, p. 30). This strategy is eligible for young high-tech industries where 

assistance is needed in order to assure the availability and development of 

components. Moreover, this strategy can be used to promote a standard in an industry 
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thus shaping the corporation’s ecosystem in the long-run (Chesbrough, 2002, p. 96). 

Hence, the PC can help to increase the demand for the corporate product by 

developing complementary products (Kann, 2000, p. 31; Dushnitsky & Lenox, 2006, 

p. 758; Riyanto et al., 2006, p. 2810). An ecosystem development strategy is only 

justifiable when the investing firm can gain a substantial portion of the market growth 

it stimulates (Chesbrough, 2002, p. 95). Campbell et al. (2003, p. 30) and Henderson 

and Leleux (2005, p. 52) label this kind of venturing strategy “ecosystem 

venturing/development”. As Intel Ventures was a forerunner in ecosystem 

development, trying to increase the demand for their semiconductors by investing in 

ventures stimulating the need for computing capacity, this approach is frequently 

referred to as the ‘Intel approach’. Maula (2007, p. 375) and Freese, (2006, p. 22) 

refer to these objectives as “leverage effects”. 

 

Scouting 

An early identification of technology, market and business model developments are 

the core of this goal set. It first intends to improve the effectiveness of a parent’s 

existing businesses by spotting products and technologies that might complement the 

corporation’s internal R&D (Campbell et al., 2003, p. 32; Winters & Murfin, 1988, p. 

53). Secondly, it aims at discovering potentially disruptive technologies at an early 

stage (Markham et al., 2005, p. 53). Disruptive technologies change the existing 

competitive situation and are usually “cheaper, simpler, smaller and frequently more 

convenient to use” (Christensen, 1997, p. 28) The major strategy in this context is 

called window-on-technology and is particularly relevant in industries shaped by 

short product and technology life cycles and high product development costs (Röper, 

2004, p. 30). In addition, investments pursuing such a goal can help to observe 

upcoming competition, consumer needs and to evaluate the opportunities and threads 

through new, for instance, web-based business models (Röper, 2004, p. 31). Deal 

flow analysis and seed as well as start-up investments are typical tools applied to 

pursue scouting goals. Using this vehicle, companies follow an explorative approach 

investing in the company’s strategic ‘white space’ (new market with new set of 

costumers). Further, they allow corporations to develop backup technologies and to 

experiment with new capabilities. If the business environment shifts or the 



 38 

companies’ strategy changes, these investments can become particularly valuable 

(Chesbrough, 2002, p. 97). 

 

Access New Products & Technologies 

This goal set aims at accessing the portfolio firm’s intellectual property. However, 

knowledge on production processes is frequently considered equally relevant, since it 

can significantly help to reduce costs and to increase efficiency (Rind, 1981, p. 173; 

Siegel et al., 1988, p. 236; McNally, 1997, p. 87). CVC units following such a 

strategy typically adopt practices and develop routines that facilitate the coordination 

and the transfer of knowledge between the PC and the CP (Dushnitsky & Lenox, 

2006, p. 756; Maula, 2007, p. 376). Respectively, synergies between the PC and the 

CP/BUs are considered to be the core value driver in this context. CVC units 

following such a strategy have to cope with the fear of the PCs to lose control over 

their intellectual property. In the typologies of Maula (2007, p. 376) and Freese (2006, 

p. 22) the acquisition of products and technologies is called “venture specific 

learning”. 

 

Networking & Option Generation 

Primary objective in this goal set is to develop a network structure within the industry, 

the VC and entrepreneur’s community, the educational system and to the government 

(Röper, 2004, p. 34). Generated contacts can lead to business opportunities, which 

would not have come into existence without a corporate venturing activity (Winters & 

Murfin, 1988, p. 214). Next to informal personal network effects, networking through 

‘minority equity commitment’ can function as a credible signalling tool and generate 

real options. In these cases, corporate venturing activities are a vanguard of partnering 

and M&A activities by signalling the cooperations’ abilities and interests to potential 

partners and by reducing risk for later M&A deals. A large portfolio and evaluated 

deal flow creates a considerable set of potential acquisition targets and starting points 

for negotiations which would not have existed without the corporate venturing 

activity (Siegel et al., 1988, p. 236; Röper et al., 2004, p. 33). Early relationships with 
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dynamic start-ups can help the corporation to better determine the value of the 

acquisition target. Further, these early relationships help to lower information 

asymmetries and hence to reduce the risk of an improper validation. From a financial 

perspective, CVC investments can be regarded as a ‘call option’ on certain technology 

or business models (Kann, 2000, p. 29). Similar to open innovation, corporations can 

create an option portfolio to react on market and technology changes at relatively low 

costs. Further advantages are a delay in financial commitment and early exits in case 

of downward losses (Vanhaverbeke et al., 2008, p. 251).   

 

Image & Positioning 

This goal set aims at improving the general corporate image (von Daniels et al., 2002, 

p. 310). Targets of this communication initiative are business partners (Poser, 2003, p. 

99), investors (Silver, 1993, p. 70) and prospective employees (Weber, 2005, p. 40) 

with the aim of attracting more high potentials (Silver, 1993, p. 63; Poser, 2003, p. 

98). By investing in fast growing start-ups, established corporations can take social 

responsibility and shape their macroeconomic environment (Fink, 2002, p. 46; Poser, 

2003, p. 88). The corporation acts socially responsible by creating employment in the 

portfolio firms and by supporting socially desirable start-ups for instance in the field 

of renewable energies. These goals show that corporate venturing reaches beyond 

direct effects on corporate business (McNally, 1997, p. 43; Rauser, 2002, p. 46). By 

increasing deal flow quality and quantity; this strategy can complement other 

corporate venturing strategies.  

 

Leverage Internal Resources 

The main focus of this strategy is to capitalize from harvesting spare resources such 

as unused intellectual property, production capacities, assets, managerial skills and 

brands that are not fully exploited (Campbell et al., 2003, p. 32). The most important 

precondition for this strategy is that business creation is required for the exploitation, 

as otherwise these resources could also be sold or licensed. Obviously, the resources 

should not be needed by the core business or as a growth platform.  
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Outsource R&D 

Advantages of this strategy are that corporations can reduce risks by investing less in 

R&D facilities and costs through economies of scale and scope in outsourced new 

product development (Silver, 1993, p. 62). A comparative advantage of the PCs 

results from a focus on their core competencies, lower hierarchies and a greater 

motivation of the employees (Rind, 1981, p. 173; Fink, 2002, p. 47). Further, the 

corporation is not exposed to damage through repeated product development failure 

(Fink, 2002, p. 44). 

 

Intrapreneurship 

CVC activities can help to change the corporate culture (Sykes, 1990, p. 41; Fink, 

2002, p. 47) and create sensitivity for the need of innovation. In addition, this goal set 

can help to create an entrepreneurial culture within the parent corporation, motivating 

and retaining high-potential employees. The culture, processes and knowledge of 

business generation of the PCs are supposed to be transferred to the CP (Winter & 

Murfin, 1988, p. 214). Dushniksky and Lenox (2006, p. 12) were able to prove an 

increase in internal innovation activity in some sectors after the launch of corporate 

venturing programs. 

 

2.1.3.5 Policies 

After having discussed the different strategies and objectives in corporate venturing 

the structural characteristics of CVC unit’s autonomy and the envisaged investment 

relatedness are depicted.  

 

Autonomy of the CVC Unit 

CVC units are usually independent units within a corporation. Accordingly, every 

corporation operating a CVC unit has to decide on the degree of autonomy it grants to 

its CVC unit. Autonomy in terms of selection, evaluation and funding-budget comes 

along with considerable risk and uncertainty as the parent’s management gives away a 
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large amount of control. In addition, CVC managers’ managerial hubris adds an 

additional risk factor. Siegel et al. (1988, p. 233) reckons that “the corporate venture 

fund should be established as an independent entity and should have access to a 

committed separate pool of funds”. This allows the CVC unit to react directly to 

environmental changes. Especially during corporate or economic crises, these 

responses are crucial but more difficult to implement if the CVC units autonomy is 

low. Established CVC units with an already high level of autonomy have the 

advantage that they are not plagued with the difficult task to justify investments when 

their parent undergoes difficult times. Thus, enterprises should not link the CVC 

budget to profits and revenues. The German CVC market seemed to have learned this 

lesson after the New Economy crisis as the percentage of CVC units with fixed funds 

increased from 63% to 83% between the year 2000 and 2003 (Weber, 2005, p. 15). 

The reduced dependence on the current performance of the corporate parent shows a 

strong commitment to the CVC activities and towards innovation. Only independence 

from corporate decision-making can assure objectivity (Spiegel et al., 1988, p. 233). 

Autonomy plays an important role in decision-making, especially when strategies are 

pursued, which require independence from the corporate core business such as all 

goals aiming at encounter disruptive innovations. Principal-agent problems arising in 

this context are further discussed in section 2.2.2.5.  

 

Investment Relatedness 

The degree of relatedness between the corporation’s and the portfolio company’s 

technologies, products and services is of major strategic relevance and varies from 

firm to firm. Relatedness can further refer to markets, resources, patents and 

capabilities.  

Unrelated investments might frequently tend to lack the relevant synergies needed to 

add value. The corporation and the portfolio firms benefit from interlinked processes 

and resources. Start-ups for instance might benefit from the corporations 

manufacturing facilities, distribution channels, technologies, organizational practices 

and brands (Chesbrough, 2002, p. 94). Exploitative learning capabilities are also 

greater when investors and ventures have a high relatedness (Schildt et al., 2005, p. 

509). “Relational fit [between CVC units and PCs] proves to facilitate knowledge 
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transfer and creation, which enhance organizational performance” (Weber & Weber, 

2007, p. 11). Corporations’ decision-making may perceive the relationship as less 

risky and thus is more willing to share knowledge. In general, it seems that the closer 

the alignment the greater the direct value added to the corporation (Gompers, 2002, p. 

11; Weber, 2005, p. 28; Dushnisky & Lenox, 2006, p. 769). Ventures that are 

financed with CVC and have a strong relatedness with the investor are more likely to 

go public and are less likely to be liquidated (Gompers, 2002, p. 11). 

Relatedness to the portfolio company is the basis for strategic benefits, but if assets 

and resources are too close, explorative benefits are rare (Lane & Lubatkin, 1998, p. 

474; Weber, 2005, p. 45). Common resources and capabilities can become liabilities, 

when new markets and disruptive capabilities are faced (Chesbrough, 2002, p. 94; 

Schmidt et al., 2005, p. 509;). Nevertheless, research conducted on German (Weber, 

2005, p. 26) and American CVC units (Gompers, 2002, p. 11) shows that a great 

majority of the CVC units invest only in related industries, with an increasing 

tendency. Especially early-stage investments tend to be more related.  

 

2.1.3.6 Processes 

After having addressed the generic concepts and configuration option in corporate 

venturing, the investment process and the process of setting up a CVC unit is 

illustrated in this section. A description of the initial setup and the investment process 

will help to understand the differences between CVC and IVC and lead to a better 

comprehension of the underlying challenges relevant for success factor development.  

 

Initial Setup Process 

In general, the setup process for CVC units is comparable to the setup process of 

IVCs. The essential difference is that there is usually no funding process as funds are 

raised from corporate equity and the need to set up inter-organizational linkages to 

raise funds is therefore limited. Therefore the choice of an investment philosophy and 

corresponding goals and objectives become more relevant. Inter-organizational 

linkages are crucial to capitalize from knowledge transfer and exploit synergies. 
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Figure 2-14 shows an overview of the process of setting up a CVC unit and the 

respective activities, which need to be implemented in each phase.  

Figure 2-14: CVC Unit Setup Process 

Source: Based on Poser, 2003, p. 11112 

 

Investment Process 

A strong similarity between corporate and IVCs investment processes can be 

observed (ref. figure 2-4, p. 20). In literature, the process of running a CVC unit 

typically consists of five process steps (e.g. Poser, 2003, p. 110): (1) Generation of 

deal flow also called deal sourcing; (2) Assessment of investment opportunities, also 

known as due diligence, which is usually subdivided into a strategic and a financial 

due diligence; (3) The investment itself; (4) Interaction with the start-up, also referred 

to as venture support; (5) The exit. This process is depicted singularly, but it 

obviously implemented parallel on several investments. Constant monitoring or 

performance measurement complements this process. The study uses the following 

terminology synthesized in the process figure 2-15. Since this work stresses the 

collaborative and communicative aspects in corporate venturing, a syndication phase - 

identification and negotiation with co-investors - and a constant internal and external 

                                                
12 Posers, approach is respectively partially based on the processes identified by Berger et al. (1998, p. 
39), Schween (1996, p. 116) and Yates et al. (1991, p. 31) 

 Process Phase  Description 

1. Set Philosophy, Strategy and Objectives - Choose financial and strategic philosophy 
- Determine which specific CVC benefits are targeted 
- Specify which parts of the organisation need to realize the 

benefits of CVC 

2. Define Investment Approach  - Choose direct and/or indirect investment approach 
- Formulate investment strategy including management 

approaches and investment focus 
- Determine commitment to CVC including fund size and fund 

terms 

3. Determine Organizational Linkages - Determine role of organization in supporting CVC activities, 
portfolio firms and for realizing strategic benefits 

- Set up mechanisms to ensure participation of the organisation 
in CVC  

- Position CVC activities within organisation 

4. Staff and Design Compensation - Determine required skill profile and staff CVC  

5.  Set Up Monitoring  - Design monitoring process to determine progress and success 
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collaboration and communication phase are included into the corporate venturing 

process figure. 

Figure 2-15: CVC Investment Process 

 

Source: Author 

The frequent strategic-orientation and the corporate background cause major 

differences in the post-investment phase. Venture support tends to be more intense 

reaching beyond pure management support to the utilization of corporate resources 

for R&D, distribution and marketing purposes. The interaction with the start-up is 

usually supplemented by a strong internal collaboration with the business units. Even 

though the average holding period of CVC investments is comparable to IVC 

investments, the chances for a longer holding period are significantly higher 

(Schween, 1996, p. 23). Integrating the venture to the corporate parent, which is 

comparable to a trade sale in the VC context, tends to be a much more common exit 

in corporate venturing (Poser, 2003, p. 109). The investment process and relevant 

challenges in each process phase will be discussed in more detail during the 

development of the success factor model. 

 

2.1.4 Summary of Conceptual Background 

In order to provide a conceptual background to corporate venturing, major working 

definitions were established. Corporate venturing was first demarcated from 

independent venture capital and private equity and then classified within the field of 

corporate entrepreneurship. The core unit of analysis was defined as CVC units in 

terms of self-managed funds. Further, core processes were described and an 

elaborated goal matrix was developed.  
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2.2 Theoretical Drivers and Barriers of Corporate Venturing 

This section provides a theoretical background on corporate venturing and deducts the 

most relevant theoretical drivers and barriers. Each theory is discussed and related to 

the concept of corporate venturing.  

This theory review starts from the assumption that the fundamental goal of all 

corporate activities is to create and maintain a sustainable competitive advantage 

(Barney, 1991). Related to this concept is the term strategic competitive advantage or, 

in the context of innovations, the term competitive innovation advantage coined by 

Trommsdorff and Steinhoff (2007, p. 76). The competitive innovation advantage is 

defined as a good or service with superior utility characteristics recognized by the 

users that can barely be achieved by the competitors or eliminated by the environment 

or externalities (Trommsdorff & Steinhoff, 2007, p. 76). 

But before discussing the fundamental theories immanent to corporate venturing such 

as the resource development or acquisition, the resource- and knowledge-based view, 

dynamic capabilities and the principal-agent theory; an overview on the 

developments in theory and practice is provided. It shows an evolution from close to 

open innovation processes and that there is only a small time lag between theory and 

practice in the corporate venturing context.  

The final part of this section shows how the open innovation theory and its 

development to more social, web-based open innovation concepts influence 

innovation processes and hence corporate venturing models. Due to the recency of the 

open innovation concept and its potential in the corporate venturing context 

associated by the author, this topic is discussed in more detail. 

 

2.2.1 Paradigm Evolution in Innovation Theory and Practice 

A trend towards a greater sourcing of innovation can be observed in corporate R&D 

behaviour (OECD, 2008, p. 26). In this context, Anokhin et al. (2011, p.135) states 

“venture capital practices are the very core of a transition from close to open 

innovation”. Therefore, the following section describes the historic development of 

the core concepts in this study to underline the academic relevance of the subject. 
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Further, the relationship between development theory and practice is analysed. Aim of 

this analysis is to see whether theory is induced by practice or vice versa and which 

time lag lies between the developments. 

Figure 2-16: Relevance of Core Concepts in Academic Literature since the 1980s 

 

Source: Author / Data: Google Scholar, 2012; Birkinshaw et al., 2002, p. 11 

As one can see in figure 2-16, the core concepts corporate venturing, corporate 

venture capital, were first mentioned in singular studies in the early 1980s. First 

publications on open innovation followed in the mid-1990s. In the year 2000, all three 

concepts gained importance, and increased very significantly from 2005 onwards 

measured by the relative share in total publication in the field of business research 

published in Google Scholar13. Especially open innovation appears to be a major 

‘trend topic’. This general rise in publications indicates a strong academic interest in 

this field.  
                                                
13 The data was retrieved from Google Scholar on the 28.02.2012. The analysis is only based on the 
section “Business, Administration, Finance and Economics”. The weighted results of the search terms 
“the” and “business” function as an indicator for the total amount of publication within the section as it 
is assumed that these words appear in the very great majority of all publications in this section.  
The annual number of CVC units from 1980-2002 origins from Birkinshaw et al. (2002, p, 11). Values 
from 2003-2011 are estimates by the author based on interviews with CVC experts. 
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Corporate and independent venture capital spending reached its all-time-peak in 2000 

during the New Economy boom (see figure 1-1, p. 5). These values strongly correlate 

with the annual number of CVC units indicated in figure 2-16 by the dashed line. The 

escalation in academic publications on these topics however started in 2005. This 

indicates a slight deferral in the academic reaction on practical developments. The 

time lag between theory and practice development ranges between 2-5 years. 

However, taking into account the production and publishing process, it can be 

concluded that theory development in corporate venturing follows closely the 

practical developments and is hence strongly market driven. Nevertheless, the number 

of active CVC units does not develop with the same pace, as do the high levels of 

research in the last years. Hence, an increasing number of publications rank around a 

moderately growing CVC community. 

Figure 2-17 summarizes and compares milestones in theory and practice and supports 

this conclusion. The developments are set in a wider context starting from the early 

general changes in R&D processes to more concrete developments in corporate 

venturing and open innovation processes in the last decade. Looking at this last 

decade, one can observe some practical developments within the corporate venturing 

activities, which are neglected or barely targeted by academic literature. Firstly, the 

increasing intersection of corporate venturing with marketing and secondly, the 

integration of web-based open innovation mechanisms in corporate venturing 

processes, regardless of the fact that corporate venturing has ‘always’ been a tool in 

open innovation. This joint consideration of open innovation, marketing and corporate 

venturing is still missing in the literature and represents a major research gap to be 

filled by this dissertation. 
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Figure 2-17: Comparison of Developments in Innovation Theory and Practice  

Period Theory   Practice 

Before 
1970 

-‐ Schumpeter (1939) underlines importance of 
innovation for competitive advantage 

 -‐ Almost all research activities are conducted 
within the corporation or in stand-alone 
research organizations14 

1970s -‐ First venture capital theories  -‐ Golden age of closed innovation processes 
implemented by internal R&D units15 

-‐ Only 3% of the R&D is outsourced15 
-‐ Emergence of first IVCs 

1980s -‐ Very first conceptual works on corporate 
venturing such as Rind (1980), Roberts 
(1981), Siegel et al. (1988)  

-‐ Lead-users are discussed as relevant source 
of innovation16  
 

 -‐ Firms outsource a larger part of their R&D, 
reflecting market pull view on innovation 
management 

-‐ R&D was increasing decentralized and 
deferred to BUs17 

-‐ Development of internal CVC units  
-‐ Establishment of very first external CVC units  

1990s -‐ Early works on corporate venturing in the late 
1990s 

-‐ IVC research becomes widely recognized18 

 -‐ Resource/knowledge acquisition shifts from 
make to buy perspective  

-‐ Distinctive rise in VC investment in the late 
1990s 

-‐ Corporations enter VC market to take off the 
success of IVCs (primarily financial interests) 

2000s -‐ Journal publications19 and dissertations on 
corporate venturing become more regular 

-‐ Literature regards source of knowledge 
increasingly within networks and start-ups 

-‐ Chesbrough (2003) publishes first 
comprehensive theory on open innovation 

-‐ Web-based innovation platforms are 
considered in literature20  

 -‐ Increasing globalization of R&D activities 
-‐ Burst of the new economy bubble causes 

massive decrease in VC investments  
-‐ Corporate investors leave the market – new 

and remaining CVC units shift to rather 
innovation related objectives 

-‐ Collaboration increasingly regarded crucial 
success factor in innovation processes  

-‐ Networks as a key source of innovation21 
-‐ Web-based collaboration technologies emerge 
-‐ Increasing popularity of web-based open inno-

vation platforms making use of lead-users22 
-‐ Marketing becomes more social and diffusion 

processes shaped by web-technologies 

2010s -‐ Crowdfunding in VC context (Lay & Weaven, 
2011) 
 

 -‐ Venture capital increasingly acknowledged by 
corporate marketing programs 

-‐ Open innovation programs are merged with 
external corporate venturing initiatives23  

Legend General developments are highlighted in italic   

Source: Author 

                                                
14 Study by the European Commission in OECD, 2008, p. 26) 
15 These isolated R&D labs have been characterized by the technology pull view, which came along 
with strong specialization and autonomous R&D professionals (OECD, 2008, p.25). 
16  Concept introduced by von Hippel in 1986; further developed in his book Democratizing Innovation 
(von Hippel, 2005) 
17 Following cost centre principal, market relationships were established were the R&D unit acted as 
suppliers and BUs as customers. Innovation processes were increasingly integrated into business and 
organizational contexts and became more cross-functional and interdisciplinary (OECD, 2008, p. 25). 
Variety of external knowledge sources was regarded as crucial to develop radical innovations.  
18 Schefczyk, 2000, p. 122; Schefczyk, 2001, p. 43 
19 Key journals: Entrepreneurship Theory & Practice, Harvard Business Review, Strategic Management 
Journal, Journal of Business Venturing, Journal of Management Studies etc. 
20 E.g. Zerfaß & Möselein (2009), Reichwald & Piller 2009, Gassmann (2010) 
21 Corporations outsource 15% of their R&D activities, 1/3 to public research institutions and 2/3 to 
other companies (OECD 2008, pp. 25). Developments lead to stronger balance between outsourced and 
in-house R&D capacities. 
22 E.g. Dell Idea Storm 
23 E.g. GE Ecomagination, PepsiCo 10 
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2.2.2 Generic Theories Fundamental to Corporate Venturing 

The core idea of corporate venturing is that a sustainable competitive advantage is 

created by a combination of internal and external resources. Therefore, resource 

development or acquisition, also referred to as ‘make or buy decision’, and the 

combination of both, named concurrent sourcing (Parmigiani, 2007, p. 287), 

constitute the methodological premises to corporate venturing. This theory set can be 

complemented by the strategic alliance concept. Following the assumption that a 

competitive advantage is grounded in the resource set of a firm, in line with Kann 

(2000, p. 21), Maula (2001, p. 55), Rauser (2002, p. 226), Poser (2003, p. 13), Freese 

(2006, p. 41) and Weber (2007, p. 44) the resource-based view is discussed and linked 

to the concept of dynamic capabilities. The conventional definition of a resource 

became obsolete in the knowledge society and was extended by explicit and tacit 

knowledge as a resource. Subsequently, the knowledge-based view, an adoption of 

the resource-based view, is contested. Afterwards, corporate venturing is embedded in 

the discussion and the concept of the technology and knowledge broker. Structural 

and organizational restraints conflicts and hence the most fundamental theoretical 

barriers to corporate venturing. These barriers are anchored in the principle-agent 

theory (Schween, 1996, p. 142; Kann, 2000, p. 41; Maula, 2001, p. 70; Rauser, 2002, 

p. 292; Freese; 2006, p. 53; Weber, 2007, p. 82). Within the principal-agent theory, 

the concepts of moral hazard, adverse selection and hold-up will be discussed.  

 

2.2.2.1 Resource Development or Acquisition and Strategic Alliances 

‘Make or buy theory’ is grounded in transaction-cost economics, neo-classical 

economics and capabilities theories (Parmigiani, 2007, pp. 288-293). Firms tend to 

purchase goods and services through external sourcing when the exchanges depend on 

general investments or when external suppliers have substantial capability 

advantages. By contrast, firms tend to integrate activities when they require 

specialized investments and/or when the firm’s capabilities provide substantial 

production, sales, or development advantages (Parmigiani & Mitchell, 2009, p. 1069). 

Associated to this topic is the concept of strategic alliances. A strategic alliance is 

defined as a contract-based collaboration between two companies (Gabler 

Wirtschaftlexikon, 2009, p. 2899), which can be implanted either by a joint venture or 
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by exchange in equity. CVC as an equity-based contract can be regarded as a type of 

strategic alliance. They can help to fill resource gaps arising through corporate 

entrepreneurship (Teng, 2007, p. 119). Hagedoorn and Duysters (2002, p. 168) define 

strategic technology alliances as “those modes of inter-firm cooperation for which a 

combined innovative activity or an exchange of technology is at least part of an 

agreement. These alliances are expected to have an impact on the long-term product-

market combinations of the companies involved”. Alliances are in particular 

employed, and preferred to resource purchases through M&A in sectors with high 

technological intensity (Hagedoorn & Duysters, 2002, p. 183). External corporate 

venturing represents such a sourcing vehicle, which can also be employed 

concurrently. 

 

2.2.2.2 Resource-Based View and Dynamic Capabilities 

The resource-based view was initially developed by Schumpeter (1934) and Penrose 

(1959) and was then further developed by Wernerfelt (1984) and Barney (1991). 

Defining the resource-based view Wernerfelt (1984, p. 172) claims that the basis for a 

competitive advantage of a firm “lies primarily in the application of the bundle of 

valuable resources at the firm's disposal” and defines resources as “anything, which 

could be thought of as a strength or weakness of a given firm. More formally, a firm’s 

resources at a given time could be defined as these tangible and intangible assets 

which are tied semi-permanently to the firm” and provides examples such as  “brand 

names, in-house knowledge of technology, employment of skilled personnel, trade 

contacts, machinery, efficient procedures, capital etc.”. Barney (1991, p. 101) defines 

them more generally as “all assets, capabilities, organizational processes, firm 

attributes, information knowledge etc. controlled by the firm that enable the firm to 

conceive of and implement strategies that improve efficiency and effectiveness”. In 

order to lead to a sustainable competitive advantage resources have to be valuable, 

rare, and imperfectly imitable and substitution has to be difficult (Barney, 1991, pp. 

106-112). 

Eisenhardt and Schonnhoven (1996, p. 138) employed the resource-based view on 

strategic alliances. They state that companies form alliances when they “are in 

vulnerable strategic positions for which they need additional resources that alliances 
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can provide to compete effectively, or when firms are in strong social positions so that 

they have the resources necessary to know, attract, and engage partners”. Requiring 

the creative acquisition and deployment of resources, the resource-based view is in 

particular pertinent to corporate entrepreneurship (Teng, 2007, p. 137). It 

consequently represents a theoretical cornerstone explaining the motivation for 

external corporate venturing (Kann, 2000, p. 19; Rauser, 2002, p. 226). Following the 

resource-based view, external corporate venturing can be regarded as a tool to access 

strategically relevant resources or to better exploit existing resources (Kann, 2000, p. 

20). How the value added of the resources can be exploited and by which means these 

resources contribute to a sustainable competitive advantage remains unconsidered in 

the resource-based approach (Henderson & Leleux, 2002, p. 22).  

Teece, Pisano and Shuen (1997) therefore extended the resource-based view by the 

concept of dynamic capabilities, in order to analyse how firms can create a 

sustainable competitive advantage in rapidly changing environments (Teece et al., 

1997, p. 509). They define dynamic capabilities as “the firm’s ability to integrate, 

build, and reconfigure internal and external competences to address rapidly changing 

environments. “Dynamic capabilities thus reflect an organization’s ability to achieve 

new and innovative forms of competitive advantage given path dependencies and 

market positions”(Teece et al., 1997, p. 516). Consequently, corporations have to 

develop dynamic capabilities to cope with changing competitive surroundings. 

External corporate venturing represents such organizational processes, which allows 

the corporation to develop dynamic capabilities to maintain and extend a competitive 

advantage. 

 

2.2.2.3 Knowledge-Based View 

Through the increasing importance of knowledge in competitive terms, the theoretical 

concept of the resource-based view was extended by the knowledge-based view 

(Grant, 1996, p. 110; De Carolis & Deeds, 1999, p. 954; Rauser, 2002, p. 233; Freese, 

2006, p. 45). In this concept, knowledge is the most important strategic resource 

leading to a competitive advantage (Grant, 1996, p. 110; De Carolis & Deeds, 1999, 

p. 954). Within the knowledge-based approach, literature differentiates basically 

between explicit and tacit knowledge (Nonaka, 1996, p. 16; Grant, 1996, p. 111; 
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Rauser, 2002, p. 234; Freese, 2006, p. 45). Explicit knowledge is defined as 

knowledge that “is transmittable, in formal, systematic language” (Nonaka, 1994, p. 

16). Explicit knowledge can be transmitted simply by conventional communication 

(Kogut & Zander, 1992, p. 386; Grant, 1996, p. 111). Implicit knowledge on the 

contrary “has a personal quality, which makes it hard to formalize and communicate. 

Tacit knowledge is deeply rooted in action, commitment and involvement in a 

specific context” (Nonaka, 1994, p. 16). Hence, tacit knowledge is difficult to imitate 

and thus constitutes a crucial component of a sustainable competitive advantage 

(Freese, 2006, p. 45).  

A related concept to the knowledge-based view is the concept of organizational 

learning. It describes the means by which a firm can secure the competitive advantage 

based on the knowledge-based view. Organizational learning is the process through 

which existing intellectual capital is combined, exchanged and applied by the 

assimilation of new knowledge into existing knowledge (Rauser, 2002, p. 235). 

“Learning on an organisational level does not only depend on individuals’ abilities to 

learn, but also on the integration of skills and know-how among individuals” (Rauser, 

2002, p. 235). Only organizational routines of knowledge-exchange between 

individuals can constitute an organizational learning process necessary to create a 

sustainable competitive advantage. Organizational learning is highly dependent on the 

absorptive capacity of the organisation. Cohen and Levinthal (1990, p. 128) define 

absorptive capacity as “the ability of a firm to recognize the value of new, external 

information, assimilate it, and apply it to commercial ends”. The level of absorptive 

capacity is positively correlated to the size of the existing knowledge base. Existing 

fundamental knowledge eases the absorption of new knowledge.  

The knowledge-based view describes the capability of a firm to create new 

knowledge based on internal and external knowledge and thus to create a competitive 

advantage. This creates the intersection with corporate venturing theory, as the 

knowledge-based view requires the development of inter-organizational linkages to 

absorb new knowledge (Freese, 2006, p. 48). Corporate venturing helps corporations 

to access new knowledge and to transfer the knowledge, especially tacit knowledge, 

into the corporation. Hence, it stimulates organizational learning. The absorptive 
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capacity of the corporate parent can further be regarded as a crucial success factor in 

corporate venturing.  

  

2.2.2.4 Technology and Knowledge Broker 

The objective of a technology and knowledge broker is aligning different parties such 

as employees, organizations or industries to create new knowledge. Freese (2006, p. 

56-65) discusses this approach extensively in the context of CVC units. His work is 

based on the concept of knowledge brokering organizations, primarily introduced by 

Hargadon (2002, p. 46). 

Knowledge in organisations remains frequently unexploited. One major cause for this 

is that the knowledge is caught within different corporate domains, which do not 

share the knowledge among each other. Corporate domains in this context are defined 

as units of resources, which are strongly interlinked among each other, but have only 

weak ties to other domains (Freese, 2006, p. 57). Consequently, instituting a 

technology and knowledge broker, who facilitates the exchange of problems and 

solutions among the different domains, can solve prospective problems. Knowledge 

brokering organisations “experience the diversity of ideas, artefacts, and people in 

different domains, and are often able to identify valuable combinations of these 

resources”, which can lead to innovative product, processes and services (Hargadon, 

2002, p. 46). The capabilities to create routines of knowledge transformation depend 

on internal and external conditions. Internal conditions are shaped by the experiences 

of individuals or groups within the organization, whereas external conditions refer to 

all experiences that the corporation made in the wider organizational context. In order 

to describe how the new combination of internal and external experiences can lead to 

the creation of knowledge, Hargadon (2002) developed a five-step model. The five 

steps of the model are named access, bridging, learning, linking and building 

(Hargadon, 2002, p. 50-71). The most important factor in the access phase is the 

existence of a fragmented social structure in various domains. Recombining the 

different complementing resources in this network can lead to recombinant 

innovations (Hargadon, 2002, p. 51). In the bridging phase, the knowledge broker 

gets access to the resources and problems of multiple domains. Strategies fostering 

knowledge exchange between individuals and organizations are developed. Within 
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the learning phase, knowledge brokers learn about the different resources and 

problems of domains they are or have been connected to. In the linking phase the 

knowledge broker realizes how old resources can help to solve new problems and vice 

versa. The utilization of existing knowledge and networks to transfer innovations 

between domains is subject to the final building phase.   

The technology and knowledge brokering approach describes how the recombination 

of knowledge from different domains (by brokers) can lead to innovations. In the 

corporate venturing context, CVC units can be regarded as knowledge brokers 

transferring the knowledge of the different domains of the start-up companies to the 

corporation and its respective business units (Freese, 2006, p. 63). CVC units often 

extent their brokering function by facilitating between different portfolio companies. 

Through the high level of interaction, CVC units can even reveal synergies between 

the different business units of their corporate parent.  

 

2.2.2.5 Principal-Agent Theory  

The principal-agent theory is in particular relevant for understanding the general 

twists in the structure of CVC units and problems arising in the internal collaboration 

between BUs, the CVC unit and the portfolio firms. It represents the major theoretical 

barrier to corporate venturing. The fundamentals of the principal-agent theory date 

back to Smith (1776), who claims that a firm lead by a manager will never perform as 

well as a firm lead by the owner himself. An agency relationship is defined as a 

“contract under which one or more persons (principal(s)) engage a person (agent) to 

perform some service on their behalf which involves delegating some decision 

making authority to the agent. If both parties are utility maximizers there is a good 

reason to believe that the agent will not always act at the best interest of the principal” 

(Jensen & Meckling, 1976, p. 308). Principal-agent theory assumes that all actors act 

selfish, rational and risk averse (Eisenhardt, 1989, p. 58), thus maximizing their own 

benefits. Next to diverging interests between the principal and the agent, information 

asymmetry is the other core problem identified in the principal agent theory. The 

information advantage of the agent towards the principal may lead to opportunistic 

behaviour in form of adverse selection and moral hazard (Freese, 2005, p. 55). A 
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summary of all tensions arising through principal agent problems is given in figure 2-

18. 

 

Adverse Selection  

Adverse selection refers to a situation where suboptimal results are created, due to 

access to different/asymmetric information. Information asymmetry in a corporate 

venture capital relationship exists already in the pre-investment phase. In most cases 

the founders have more profound information and a more realistic idea on the value of 

the company. This creates diverging expectation on company valuations. Further, the 

founder (agent) might act opportunistically by providing improper information on his 

background, motivation and capabilities to the investor (principal). Kann (2000, p. 35) 

argues in this context, that CVC units have to develop mechanisms to discourage 

inferior agents and attract superior agents. Following the adverse selection theorem, it 

can be assumed that the CVC units invest only in fair or overvalued firms, as 

undervalued start-ups might tend to make use of other financing modes. A negative 

selection in venture capital due diligence process is the consequence (Schween, 1996, 

p. 146; Kann, 2000, p. 37). 

 
Figure 2-18: Principal-Agent Problems in Corporate Venturing 

 

 
Source: Author, in cooperation with Priesack 

 

Moral Hazard 

Moral hazard appears in the corporate venturing context, when the CVC unit is not 

able to observe the behaviour of the venture leading to opportunistic behaviour (Kann, 

2000, p. 35). The agent might follow a hidden agenda that is not in line with the 

interests of the principal after decision-making competence is transferred to the 
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principal (Freese, 2006, p. 55). Controlling the agent is frequently difficult and creates 

an extra burden of costs (Kann, 2000, p. 35). Agency cost consists generally of 

observation costs, contracting costs and financial losses due to opportunistic 

behaviour, rather than shareholder value maximization by the agent (Jensen & 

Meckling, 1976, p. 308). Moral hazard in corporate venturing can occur in three types 

of relationships. First, it can occur due to the limited possibility to observe the 

relationship between the business units and the portfolio company. BUs might not act 

in the best long-term interest of the corporate venturing units and the corporate parent 

by protecting their original businesses and technologies (not-invented-here syndrome) 

and providing suboptimal support to the PUs. In addition, the BUs can misuse 

resources dedicated to the PCs (Rauser, 2002, p. 297). Second, there is a risk of moral 

hazard in situations, where investment deals broke, but a considerable amount of 

information on the start-ups’ business and technology was transferred to the corporate 

venturing unit during the due diligence process (Kann, 2000, p. 47). Finally, the 

relationship between the business units and the portfolio firm can be subject to moral 

hazard. BUs might act purely opportunistic after the knowledge is extracted from the 

PC. Respectively, the PC might reduce the collaboration after the investment was 

made.  

 

Hold-Up 

The hold-up problem describes a situation similar to the prisoner’s dilemma, where 

two parties would work most efficiently by cooperating, but refrain from doing so due 

to concerns that they may give increased bargaining power to the other party and 

thereby reduce their own profits. Kann (2000, p. 34) relates the problem within the 

venturing context to subsequent negotiations in corporate venturing deals resulting 

from either investments of one party in relationship-specific assets or from incomplete 

contracts. Relationship-specific assets are defined as assets, which have a higher value 

in a specific relationship. They can hardly be transferred and have to be regarded as 

sunk costs. Ex-post negotiations are difficult to avoid, as investors usually lack 

capabilities to anticipate all future situations. CVC units or the BUs can be exposed to 

hold-up problems in the post-investment phase. As all contracts have to be assumed to 

be incomplete, especially in these highly dynamic environments, PCs can exploit 
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contractual gaps and thus act counter to the interest of the corporation. The 

corporation however has little room for action to overcome these contractual deficits 

in the post-investment phase (Schween 1996, p. 142).  

 

2.2.3 Open Innovation 

Having discussed a number of theoretical drivers on corporate venturing, this section 

concludes with an outline on open innovation. Open innovation is a fundamental 

theory behind strategic corporate venturing and a relevant driver in two ways: 

1. ‘Traditional’ functional perspective: CVC as a vehicle in open innovation 

In open innovation processes as originally defined by Chesbrough (2003, 

2006), external corporate venturing functions as a tool to exchange knowledge 

with the market, where particularly inbound open innovation, the acquisition 

and transfer of knowledge (in form of equity in start-ups) from the market to 

the incumbent corporation, is most relevant. 

2. Process perspective: Open innovation mechanisms in corporate venturing  

Looking from the corporate venturing perspective, hybrid-open 

innovation/CVC approaches were created in recent years. On a technical level, 

they utilize web-based open innovation mechanisms to source and evaluate 

innovations/investment opportunities. On a theoretical level, they create 

options for the corporation for future engagements by cooperating with 

scientists and entrepreneurs (Vanhaverbeke et al., 2008, pp. 251-254), as 

taking minority investments in external high-risk ventures help to initiate 

cooperation and even strengthen the reliability of the options. 

The latter option occurred very recently and is usually supported by web-based 

platforms. As web-based open innovation and especially its combination with 

corporate venturing is barely covered in academic literature so far, even though it has 

a high theoretic potential for corporate venturing, this dissertation focuses on this 

topic.  
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2.2.3.1 Definition, Drivers and Development 

Innovation, as interpreted by Schumpeter, refers to the generation of innovations 

within the corporate borders (Faber, 2009, p. 22). Open innovation as a scientific 

concept, was primarily coined by Chesbrough in 2003, who named Schumpeter’s 

approach ‘closed innovation’ (Chesbrough, 2003, p. 22). In cooperation with West 

and Vanhaverbeke he further developed the concept in his books “Open Business 

Models” and “Open Innovation: Researching a New Paradigm” both published in 

2006.  

The open innovation paradigm states that firms make more use of outside innovation 

to develop new products and services. Thus, firms move away from traditional rather 

closed innovation and R&D processes, which are highly focused on internal 

capabilities to more open ones. In conventional innovation strategies, ideas, products 

and services that did not fit to the company’s strategy, remained often unused. In open 

innovation on the contrary, corporations can and should use external and internal 

ideas, as well as internal and external paths to market to advance their technology 

(Chesbrough, 2003, p. 24).  

Shorter intervals between new product and process development lead to shorter 

product life cycles and increasing pressure on the time-to-market (Faber, 2009, p. 24). 

This development challenged the closed innovation paradigm, which could not cope 

with the new requirements. The integration of external innovation potentials is 

necessary for firms to ensure the competitiveness in the innovation process (Faber, 

2009, p. 26; Reichwald & Piller, 2009, p. 117). Chesbrough in particular had realized 

that due to the higher competitive pressure, success factors such as costs, time and 

quality are no longer controllable by firms autonomously (Faber, 2009, p. 26). Firms 

can open their borders through the incorporation of research projects, start-up 

financing, licensing and the acquisition of technologies, referred to as inbound open 

innovation. In addition, firm borders can be crossed through spin-offs and the sales of 

unused technologies i.e. outbound open innovation (Huizingh, 2011, p. 2). Empirical 

studies show that firms primarily concentrate on inbound open innovation, where 

knowledge is sourced from the outside and then integrated into the firm’s innovation 

and R&D processes (Huizingh, 2011, p. 2). A visualization of the open innovation 

process in its ‘traditional’ Chesbroughian sense is depicted in figure 2-19. 
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At the same time, open innovation suggests that firms should become more active in 

licensing and selling, especially unused, innovations outcomes to third parties. Open 

innovation is a more dynamic less linear approach where company boundaries are 

blurred (OECD, 2008, p. 18). A frequently used classification of open innovation is 

the one by Gassmann and Enkel (2004, pp. 6-12) who distinguish three generic 

components/processes in open innovation: 

• Outside-in - Sourcing and integrating the external knowledge of customers, 

suppliers, universities and research organizations, competitors etc. (ref. 

inbound open innovation) 

• Inside-out - Bringing ideas to market, selling/licensing intellectual property 

and multiplying technology. (ref. outbound open innovation) 

• Coupled process - The outside-in and inside-out process combined, working 

in alliances with complementary knowledge.  

• Inside-in - The integration of employees in innovation processes such as idea 

generation. This point does not belong to the official classification by 

Gassmann and Enkel (2004). However, it is frequently an integral part of, 

especially web-based, open innovations platforms.  
 

Figure 2-19: Open Innovation Scheme 

Source: Chesbrough, 2003, p. 22 
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Open innovation can be regarded as both a set of practices for profiting from 

innovation, and also as a cognitive model for creating, interpreting and researching 

these practices (Chesbrough et al., 2006, p. 286). This range of open innovation types 

and activities evolved further through the development of Internet technologies. A 

detailed classification of different web-based open innovation tools is provided in 

section 2.3.3.3.  

In order to avoid common misconceptions in open innovation, it is important to 

underline that even though links and connections are of crucial importance, as are 

possession of knowledge in innovation networks, investment in R&D is still 

absolutely necessary to build and hold absorptive capacities (Cohen & Levinthal, 

1990, p. 128). This is in particularly relevant for basic research where, according to 

Cohen and Levinthal (1990), absorptive capacity can only be developed through a 

thorough understanding of the technological fundament. Hence, internal basic 

research is a necessary precondition to create absorptive capacity. Another common 

misconception is that open innovation is connected with no costs. Open does not 

mean cost free as it contains license fees and other financial arrangements apart from 

coordination costs (OECD, 2008, p. 9).  

Figure 2-20: Open Innovation Modes by Technology and Market Types 
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Core Acquisition 
Internal Development 

Internal Development 
Licensing 
Acquisition 

Joint Venture 
Contract R&D 

Source: OECD, 2008, p. 39 

Open innovation is in itself not new. R&D had been outsourced since the 1960s (see 

figure 2-17, p. 48), but open innovation encompasses more than just outsourcing 

R&D to external public and private partners. Open innovation as defined by 

Chesbrough (2003) also incorporates partnerships with external parties such as joint 

ventures, alliances and joint developments, acquisitions or sales of knowledge 

(contract R&D, purchasing, licensing) and external corporate venturing via CVC units 

as tools to incorporate external knowledge to thrive innovation (see figure 2-20). 
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These tools are not meant to be substitutes for internal and external R&D, they are 

rather seen as complementary activities, which should be deeply rooted in corporate 

processes, strategies and business models. 

This section showed that open innovation and corporate venturing are based on the 

same ideas and that terms and theories are used ambiguously. Attention needs to be 

paid to avoid confusion. But most importantly, the bridge between open innovation 

and corporate venturing could be outlined. 

 

2.2.3.2 Open Innovation Processes and Capabilities 

When integrating external knowledge and commercializing internal knowledge, firms 

have to establish processes, facilitating the transfer of knowledge beyond the firms’ 

borders (Lichtenthaler, 2011, p. 84). Therefore, according to Fetterhoff and Voelkel 

(2006, p. 16) a firm has to be in control of the following process steps: (1) Seeking 

opportunities; (2) Evaluation of market potential and inventiveness of a given 

opportunity; (3) Recruiting potential development partners by building a convincing 

argument; (4) Capturing value through commercialization; (5) Extending the 

innovation offering through the discovery of further application potentials. Further, 

this section discussed the required capability set in order to successfully implement 

open innovation. 

 

Processes 

The first step in the open innovation process, the seeking of opportunities, is the 

identification of a large set of potential ideas or better a “flow of ideas” (Fetterhoff & 

Voelkel, 2006, p. 16), which is comparable to the deal flow described earlier in the 

CVC context. Fetterhoff and Voelkel (2006) state that, also in open innovation, the 

flow of ideas can be enhanced through relationships to start-ups, cooperation with 

VCs and incubators. Moreover, corporations can use innovation platforms to skim 

ideas from the crowd (Gassmann, 2010, p. 14). These platforms are particularly 

valuable for user-centred innovations. 
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The first step is followed by the evaluation of the market potential and inventiveness 

of a given opportunity. This is a critical phase in the open innovation process as the 

firm faces the challenge to identify innovations valuable for the corporation in the 

flow of ideas. The firm needs to set up processes evaluating the value added of the 

innovation for customers, the uniqueness of the innovation, the market potential, cost 

of utilization, the legal protectability and the strategic fit (Fetterhoff & Voelkel, 2006, 

p. 16). Further, it has to set up respective processes in order to manage this entire 

process efficiently and to minimize transaction costs (Lichtenthaler, 2011, p. 84). By 

using intermediaries, the selection process is outsourced and hence reduces evaluation 

costs and time. In web-based platform concepts, other users or a group of experts 

typically evaluate the ideas. Public evaluation is usually based on promote and 

demote functions. The core advantage of this mechanism is that the firm does not 

have to bear the entire selection process, but can concentrate on the final selection 

(Gassmann, 2010, p. 50). The fact that the selection process is open to the public, 

might be a potential disadvantage in competitive terms, however it can also provide 

the innovation or technology an initial awareness or ‘buzz’.  

After an innovation that should be integrated into the general innovation process is 

identified an agreement has to be reached with the innovator (Huston & Sakkab, 

2007, p. 22). In case that the innovation comes from a start-up, a financing deal has to 

be agreed on. If the innovation origins from an intermediary platform, only the award 

has to be paid, as all copy- and property rights will be transferred to the challenge-

issuing corporation ex-ante (Faber, 2009, pp. 33). In very rare cases the innovations 

sourced from platforms are technologically so complex that the payment of licensing 

fees is required in order to motivate the highly qualified participants to join the 

innovation challenge (Faber, 2009, p. 33; Gassmann, 2010, p. 53). These licensing 

fees are only issued when the idea is actually implemented. In this third phase 

recruiting potential development partners by building a convincing argument can 

become an important issue (Fetterhoff & Voelkel, 2006, p. 16). 

Once the technology or innovation is transferred to the corporation, the company has 

to initiate the commercialization process as relevance and value of innovations are 

usually limited and challenged by the competition (Fetterhoff & Voelkel, 2006, p. 
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18). This fourth phase is one of the most crucial phases as otherwise the value of the 

innovation remains uncaptured. 

In the final phase, the innovation offering has to be extended, meaning that the firm 

will try to find further application possibilities for the innovation. If the technology 

nevertheless becomes redundant or not profitable for the corporation, the firm can try 

to license the technology to other parties (Farber, 2009, p. 29) or it can try to separate 

the product from the corporation by founding a spin-off (Faber, 2009, p. 29; 

Gassmann, 2010, p. 63). 

 

Capabilities 

From a theoretical perspective the three critical concepts in open innovation are 

knowledge management, absorptive capacity, and the development of dynamic 

capabilities (Lichtenthaler & Lichtenthaler, 2009, p. 1315). Based on these three 

concepts, Lichtenthaler and Lichtenthaler (2009) an integrative framework developed 

(see figure 2-21), which classifies the different knowledge capacities a firm has to 

derive and maintain during open innovation activities. Knowledge capacity is a 

crucial concept complementing the concept of absorptive capacity and helps to further 

understand dynamic capabilities for managing knowledge acquisition processes. 

Figure 2-21: Capability-Based Framework for Open Innovation Processes 
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Source: Lichtenthaler & Lichtenthaler, 2009, p. 1318 

The framework differentiates between intra- and inter-firm open innovation activities 

and three different knowledge processes, namely knowledge exploration, knowledge 

retention and knowledge exploitation. Knowledge management capacity is a dynamic 

capability, which reconfigures and realigns the knowledge capacities of the 

corporation. It refers to a firm’s ability to successfully manage its knowledge base 

over time. Therefore, Lichtenthaler and Lichtenthaler (2009) identified six knowledge 
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capacities defined as a firm’s critical capabilities of managing internal and external 

knowledge in open innovation processes: inventive, absorptive, transformative, 

connective, innovative, and desorptive capacity. The concept of desorptive capacity 

refers to a firm's ability to identify technology transfer opportunities and to transfer 

technology to the recipient. An analysis of these six knowledge capacities may help to 

explain differences in innovation performance and innovation partnering strategies 

(Lichtenthaler & Lichtenthaler, 2009, p. 1315) and are hence equally relevant for 

corporate venturing initiatives, especially when looking on internal collaboration. 

 

2.2.3.3 Web-Based Open Innovation Types 

Open innovation, as it is used today by innovation professionals, functions rather as 

an umbrella term and differs significantly from Chesbrough’s theoretical definition. 

“Open innovation became the umbrella that encompasses, connects, and integrates a 

range of already existing activities. This enabled both academics and practitioners to 

rethink the design of innovation strategies in a networked world” (Huizingh, 2011, p. 

2). The initial idea of opening or overcoming corporate borders in the innovation 

process was significantly extended through the implementation of open innovation 

platforms on the Internet (Lichtenthaler, 2011, p. 78). The ecosystem of open 

innovation platforms consists of proprietary corporate platforms and those run by 

independent platform operators. Corporate platforms are usually associated with a 

specific topic; independent platforms tend to have a broader scope.  

 A major extension of firm-related innovation processes is the stronger involvement 

of consumers, customers and lead-users into the innovation process via Internet 

platforms (West & Lakhani, 2008, p. 2).  In consumer-based innovation processes, 

consumer insights are generated and hence products and services can be adapted to 

customer needs at an early stage, which reduces the cost of future market research 

(Reichwald & Piller, 2009, p. 8). Lead-users are supposed to be more sensitive to 

future trends and prospective developments than other user segments. Further, they 

are regarded as intrinsically motivated as they believe that they can benefit 

significantly from product and service improvements specialized on their specific 

needs (von Hippel, 2005, pp. 1-3). In addition, corporations can develop incentive 

mechanisms such as financial rewards, intellectual property co-ownership and co-
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branding to stimulate continued involvement of users and customers in the innovation 

process. A number of studies showed that lead-users innovations are judged 

commercially attractive (OECD, 2008, p. 23). 

Academic literature on the implementation of open innovation and crowdsourcing in 

the Internet is rare. In the last years, scholars such as Zerfaß and Möselein (2009), 

Reichwald and Piller (2009) and Gassmann (2010) started to discuss these new 

developments in an academic discourse. However, parts of this literature have to be 

classified as rather popular scientific.  

The rise of web-based innovation platforms result from the fact that the generic ideas 

to open up corporate borders for external knowledge and to speed up innovation 

processes are facilitated and extended through internet technologies (Lichtenthaler, 

2011, p. 76). The set of potential innovators increases as platforms allow theoretically 

accessing the collective knowledge of ‘all’ Internet users, known as the crowd 

(Hafkesbrink & Schroll, 2011, p. 60). In this context, the crowd represents members 

of online virtual communities and users of social media and social networking sites 

(Ley & Weaven, 2011, p. 87). The approach is based on the premises that collective 

knowledge is more valuable than knowledge of individuals (Ebner et al., 2009, p. 

343) and becomes particularly relevant in new product development. Usually, new 

product development requires the transfer of user information/needs to the company. 

The new product development process becomes significantly more cost- and time-

efficient through open innovation (Piller & Walcher, 2006, p. 307). If a large number 

of consumers can be attracted to participate in the innovation process, a large set of 

ideas is created, which enhances the chances of the product to fit the 

market/consumers requirements (Piller & Walcher, 2006, p. 307). In particular the 

“scan and search” and ”strategic select” are the strength of open innovation platforms 

(Ebner, et al., 2009, p. 345).  

Open innovation platforms can be subdivided into intermediary platforms, innovation 

competitions, innovation marketplaces, innovation communities and toolkits. 

Additionally, crowdfunding as a concept highly related to the open innovation idea is 

discussed. This classification is non-selective, as there are overlaps between these 

types in practice.  
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Intermediary Platforms  

Brokering between innovators and organisations is the principal concept of 

intermediary open innovation platforms (Gassmann, 2010, p. 14). On these platforms, 

such as innocentive.com, firms can publish R&D assignments, which can then be 

solved by innovators. Typical task for innovators, which can be individuals and public 

or private organisations, are R&D, idea generation, marketing, design, branding, 

product ideas or business model innovations (Gassmann, 2010, p. 14; Zerfaß & 

Möslein, 2009, p. 94). Prizes or remunerations are the standard incentives for the 

users. However, frequently the process of finding a solution is designed as a 

challenge, where the prize or fee is only awarded to the best solution. Competition 

plays a major role in the motivation of the users (Ebner et al., 2009, p. 307). The idea 

of innovation competitions in itself is not new (Piller & Walcher, 2006, p. 172), but 

they gained significantly in relevance in corporate innovation processes since they are 

implemented in the Internet (Ebner et al., 2009, p. 307). 

 

Innovation Competitions 

This platform type is often integrated in intermediary platforms. In general, it can be 

differentiated between continuous and closed competitions with a limited timeframe, 

which are more common. The core challenge in innovation competitions is the 

definition of a problem, which does neither reveal lacks in competence nor 

confidential competitive information but is concrete enough to contribute to the 

corporate innovation process (Zerfaß & Möslein, 2009, p. 94). These competitions are 

usually implemented in corporations with external partners, which (respectively) have 

a significant influence on the participants they attract (Ebner et al., 2009, p. 346). 

Incentive schemes are usually comparable to these of intermediary platforms and 

have, like the external partner choice, a significant impact on the type of users they 

attract. Participants with an academic background are usually motivated by career 

opportunities whereas independent scientists are rather attracted by the chance of a 

realisation of their approach (Zerfaß & Möslein, 2009, p. 124-125). Reciprocal 

evaluation and commenting functions foster the motivation (Ebner, 2009, p. 347). 
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Derivatives of innovation competitions have been developed recently within the VC 

context, using VC as incentive. 

 

Innovation Marketplaces 

One major new type of web-based open innovation is the innovation marketplace 

(Lichtenthaler, 2011, p. 79). On these platforms, innovation processes are no longer 

tied to particular corporations. Rather every innovator himself can offer his solutions 

and ideas on these platforms (Gassmann 2010, p. 21). This term is currently used for 

two types of platforms. On the first type of platform, innovators or inventors can offer 

their products directly to the potential users. Currently, these platforms are limited to 

low-tech consumer products (Gassmann, 2010, p. 14). Besides, this term is also used 

for intermediary innovation platforms, where corporations can pose questions and 

innovators can offer solutions (Zerfaß & Möslein, 2009, p. 95).  

 

Innovation Communities 

In innovation communities, consumers are working together to find a solution for a 

specific problem. Similar to open source software development, the solution is usually 

offered to the general public for free (Gassmann, 2010, p. 18). Originally, these 

platforms were privately organized without any profit intention. Meanwhile, 

companies recognized the dynamism and potential of these communities and initiated 

or sponsored corporate innovation communities to let users further develop the 

corporate products (Zerfaß & Möslein, 2009, p. 96). 

 

Toolkits 

Innovation toolkits are web-based development environments in which consumers or 

innovators can be integrated into the innovation process (Reichwald & Piller, 2006, p. 

165; Zerfaß & Möslein, 2009, p. 97). Reichwald and Piller (2006, p. 167) 

differentiated between three types of toolkits user innovation: user co-design, and 

toolkit for idea transfer. The toolkits are based on the idea of transferring the cost-
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intensive trial-and-error-process of identifying costumer needs (Reichwald & Piller, 

2006, p. 166). Toolkits are least suited open innovation mode for the integration into 

corporate venturing programs; due to the very limited freedom they admit 

entrepreneurs and the inability to generate investment opportunities. 

 

Crowdfunding 

Crowdfunding platforms enable the collective sourcing of capital and are classified as 

an online form of capitalisation (Ley & Weaven, 2011, p. 85). They provide access to 

socially embedded capital that is typically not available to entrepreneurs. A central 

tenant of crowdfunding is that the crowd finances only products and services, which 

are in the interest of the crowd. Crowdfunding is derived from another social media 

phenomenon termed crowdsourcing. Crowdsourcing is defined as the act of taking a 

job traditionally performed by a designated agent, usually an employee, and 

outsourcing it to an undefined, generally large group of people in the form of an open 

call (Ley & Weaven, 2011, p. 88). The most famous example is Kickstarter.com. 

Crowdfunding is an emerging trend, but is not suitable for start-ups with high 

information sensitivity, complex due diligence requirements, and a long duration 

before an available exit (Ley & Waeven, 2011, p. 103).  

Ley and Weaven (2011, pp. 93-102) identified a number of success factors for 

crowdfunding: Funding should origin from an informed crowd. Further, the deal 

sourcing process should be adapted to crowd specifics. Exclusive deal referrals reduce 

due diligence efforts. In the post-investment phase, it is important to develop funding 

models where contractual rights and venture board representation are delegated to 

external intermediaries. Venture support is the next critical issue. Either models are 

developed to involve the crowd in the support process or ways have to be found to 

delegate it to external parties without stumbling over the fee-sensitivity of the crowd. 

Exits should be reached quickly and optimal exit should be predetermined in order to 

avoid dissent within the group of crowd investors. 

These types presented are based on similar incentives and are frequently combined 

with or integrated into each other. The understanding of these web-based open 

innovation types is relevant for the later discussion on new venturing modes. 
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Innovation competitions and innovation communities seem to be most promising for 

integration into corporate venturing processes. Crowdfunding is associated with legal 

challenges (e.g. minimum fund size in Germany: Wagniskapitalbeteiligungsgesetz § 6 

Mindestkapital) and transaction costs. A smart incorporation could nevertheless 

generate highly committed proofs of concept/evaluations, additional funding and 

awareness to the funded start-ups and to the venturing program in general. 

 

2.2.3.4 Intersection of Goals between Open Innovation and Corporate Venturing 

Open innovation and corporate venture capital, both tools in the management of 

innovation, are aiming at the development of new products, product improvements 

and the exploration of new markets and business models. Principally, both approaches 

pursue a similar goal – capitalizing on external knowledge. Tearing down the walls of 

the company is therefore a necessary precondition. Opening up the innovation process 

to external stakeholders is the common denominator of all open innovation 

approaches. Hence, corporate venturing can be regarded as a specific form of open 

innovation. As mentioned before, open innovation compared to corporate venturing 

indicates a rather general mind-set, concentrating on the involvement of external 

knowledge. The scope of external sources is defined much broader in open 

innovation. It encloses a wide range of knowledge sources such as conventional start-

ups and spin-offs of research institutions, but also customers and conventional 

individuals in the collective referred to as the crowd.  

The processes of these two innovation approaches are generally comparable. They 

start with the identification of potential ideas or innovations. In CVC, these ideas or 

innovations are usually bound into legal entities (start-ups) while in open innovation 

they are usually less defined and concrete. This phase is usually referred to as deal 

sourcing in CVC or ideation in open innovation. The deal-sourcing phase is generally 

followed by an evaluation of the potential and the value added. Finally, the 

knowledge is embedded into the innovation process and further prepared for future 

utilization, which can be subsumed as integration. Within the following comparison, 

open innovation refers to web-based open innovation types. 
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Identification 

The identification of ideas and innovations in corporate venturing is basically the 

generation of a deal flow. Therefore the corporate venturing units have to establish a 

network within the entrepreneurial scene and to create the reputation of a value 

adding investor. Poser (2003, p. 140) suggests further the participation in conferences, 

active relationships to incubators and research institutions and the active use of 

contacts of the own employees. The generation of a large deal flow is a crucial factor 

for the successful implementation of corporate venturing activities (Yates & Roberts, 

1991, p. 33). Already in this stage, the investor has access to the business plan and 

thus receives valuable insights into products and market potential and developments. 

This allows the CVC unit to generate helpful insights into technological trends in this 

early phase. The deal sourcing process can be very well compared to the “flow of 

ideas”, which is regarded as a crucial success factor in open innovation (Fetterhoff & 

Voelkel, 2006, p. 16). One major difference is the eligible audience. Where 

conventional corporate venturing activities are limited to start-ups/entrepreneurs, open 

innovation campaigns can involve a much broader audience ranging from corporate 

stakeholders to independent individuals.  

 

Evaluation 

In corporate venturing, evaluation is usually structured in a two-phase approach 

consisting of the evaluation of the strategic fit and the financial due diligence. 

Sometimes the process is extended by a further technical due diligence. The due 

diligence covers basically the financial aspects of the deal, evaluating the potential 

financial attractiveness and the value (price) of the share. The strategic fit rather 

evaluates the synergy potential and value of the generated strategic options to the 

company. CVC units have to develop organizational structures to be able to identify 

the financial value of a start-up on a short notice. In addition, they need in depth 

industry knowledge in combination with good insights on corporate structures and 

needs, a sense for technological pathways and the competitive environment in order to 

judge the strategic value of the start-up. Detecting the decisive assets (technological, 

human etc.) relevant for the company and the transferability is of major relevance in 

this process. In the open innovation process the financial due diligence is only 
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necessary in case of an acquisition. However, in most of the cases the evaluation 

rather concentrates on the fit of the idea to the corporate innovation process. Hence, 

the evaluation rather consists of the uniqueness of the innovation, the market 

potential, the current legal protection, and the cost of utilization and future legal 

protection. This process resembles the evaluation of the strategic fit in corporate 

venturing. Respectively, organizational structures for evaluation are required. In 

contrast to corporate venturing, many open innovation campaigns are based on 

Internet platforms, with inherent and cost effective evaluation mechanisms. 

Figure 2-22: Comparison between Open Innovation and Corporate Venturing 

 Web-Based Open Innovation Corporate Venturing  

Character of Innovations Rather diverse: 
-‐ Technical innovations 
-‐ General ideas 
-‐ Taste preferences (my products, mass 

customization) 

Innovation is embedded in legal 
entities: 
-‐ Existing start-ups 
-‐ Spin-offs of research institutions 

and universities 
-‐ Corporate co-foundations (new 

style joint ventures) 
 

Audience -‐ Individuals (consumers/lead-users) 
-‐ Suppliers 
-‐ Experts 
 

-‐ Single entrepreneurs 
-‐ Start-ups 
-‐ Experts 
-‐ Consumers (lead-users) 
 

Incentives Primarily intrinsic: 
-‐ Recognition from other users and experts 
-‐ Chances for real life implementation 
-‐ Prizes 
-‐ Fees 

Primarily extrinsic: 
-‐ Venture capital 
-‐ Management support 
-‐ Access to resources 
-‐ Image of investor 

 

Process   

Identification -‐ Ideation is open to a large eligible 
audience group 

-‐ Deal sourcing is targeted at 
entrepreneurs/start-ups 

 

Evaluation -‐ Voting and commenting mechanisms 
among users 

-‐ Decision by corporate or external experts 
 

-‐ Strategic fit by CVC unit and 
possibly top management, BUs, 
and external partners 

-‐ Financial due diligence by CVC 
unit and possibly external partners 
 

Integration -‐ Fast integration of results 
-‐ General terms and conditions regulated 

by intellectual property rights 
-‐ Occasionally temporary task forces with 

consumer for further development of idea 

 

-‐ Development outside the 
organizational borders 

-‐ Different integration modes: e.g. 
co-branding or joint product 
development 

-‐ Internal integration mechanisms 
foster knowledge transfer 

-‐ Board seats assure control rights 
-‐ Possible integration (entire 

acquisition of remaining shares) 
after some years 

Source: Author 
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Integration 

Integration mechanisms between these two approaches differ significantly. These can 

be basically explained by the different character of the approached innovations. Ideas 

originating from open innovation initiatives can be immediately transferred to the 

corporation. Participants generally agree, by accepting the terms and conditions, to 

transfer all intellectual property rights to the organizing party of the open innovation 

platform. In fact, the corporation basically receives the raw idea. However, a task 

force consisting of the lead-users/consumers and company representatives might 

develop the ideas further. In corporate venturing this process is more complex. The 

knowledge-transfer process spans over the entire holding period and can peak with 

the integration of the venture into the corporation. But even without integration, 

knowledge is constantly transferred. Depending on the integration mode marketing or 

R&D activities are aligned. Internal collaboration mechanisms, in particular between 

the PCs and the BUs and between PCs and the CVC unit, support the knowledge 

transfer. They are discussed intensively in chapter six. Seats in the ventures’ board for 

CVC investment managers manifest the control. 

Figure 2-22 provides an overview, comparing open innovation and corporate 

venturing as discussed above. 

 

2.2.4 Summary of Theoretical Drivers and Barriers 

A profound understanding of the theories that drive corporate venturing is crucial for 

the development of a success factor framework. Corporate venturing is primarily 

rooted in the theories referring to the importance of resources, the urge to acquire 

them externally and to constantly develop them (dynamic capabilities). Theories on 

the barriers in corporate venturing originate basically from principal-agent theories. 

The core idea that can be derived from these theories is that interests between the 

goals setters (top management of the venturing corporation), the coordinators (CVC 

units), the implementers (start-ups) and other involved parties (e.g. BUs) differ and 

that information asymmetries exist among them. Concepts overcoming these 

challenges might have a crucial impact on performance. In contrast to other studies on 

corporate venturing, the theoretical fundament was enlarged by open innovation 
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theory, in particular by the very current research on web-based open innovation 

approaches, as the author believes them to increasingly impact existing venturing 

approaches. The established perspective from corporate venturing as a tool in open 

innovation was extended by the viewpoint of web-based open innovation mechanisms 

as tools in corporate venturing processes. 

 

2.3 Success Factors in Innovation Management 

This section outlines the general developments in success factor research. In addition, 

it shows how innovation performance in general and in corporate venturing 

performance in particular, can be measured and which crucial challenges are 

associated with it. 

 

2.3.1 Success Factor Research 

The quest for success factors in management research has attracted a great deal of 

attention among both practitioners and academic researchers in the last forty years24 

(Dömötör et al., 2007, p. 43). In academic literature, success is coined by terms such 

as ‘performance’, ‘success factors’ and ‘critical or crucial success factors’ and 

became an increasingly relevant topic in business research (Nicolai & Kieser, 2002, p. 

579). Critical success factors are defined as factors, which represent “for any 

business, the limited number of areas in which results, if they are satisfactory, will 

ensure competitive performance for the organization. They are the few areas where 

‘things must go right’ to flourish“ (Rockart, 1979, p.81, in Trommsdorff, 1990). 

Fundamentals of success factor research are provided by scholars in marketing and 

management research, in organizational science and in operations research. They are 

also a central element in strategic management, even though benefits of success factor 

studies are controversially discussed (Nicolai & Kieser, 2002, p. 592).  

                                                
24 The breeding ground for success factor research is the comprehensive Profit Impact of Marketing 
Strategies study (PIMS), which was initiated in the 1960s by the Marketing Science Institute and the 
American Strategic Planning Institute and various companies (Buzzell & Gale, 1987). The PIMS 
project aims at providing empirical evidence of which strategies lead to success within particular 
industry contexts. It offers the advantage of a large, time-series data set.  
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The reason for the paradoxical increase of attention to success factors research, 

despite its limited explanatory power, can be explained by the fact that scientist have 

to live up to academic requirements, but at the same time have to fulfill expectations 

to generate something useful for management practice (Nicolai & Kieser, 2002, p. 

579). In later publications, Kieser and Leiner (2009) go even further by stating that 

researchers and practitioners cannot overcome the “rigour-relevance gap” and 

collaboratively produce research (Kieser & Leiner, 2009, p. 516). They argue that 

success factors research is just an attempt to legitimate management research as a 

scientific discipline. Rather, academic researchers and practitioners can irritate each 

other, which however can lead to inspiring results. 

 

Models to determine the success of certain business activities changed from very 

holistic models trying to develop an overall framework for success to rather 

fragmented models concentrating on specific determinants. The reason behind this 

shift was the inability of holistic approaches to grasp the complexity of real life 

business cases and environments (Trommsdorff, 1990, p. 1).  

 

2.3.1.1 Deduction and Classification of Success Factors 

Studies in diverse currents of business research developed very divergent approaches 

identifying, measuring and classifying success factors. Due to the high heterogeneity 

in research methods, no prevailing differentiation/classification system dominates 

literature (Herr, 2007, p. 45). 

In general, success factors are classified as subjective or objective; bimodal, 

multimodal or continuous (Herr, 2007, p. 41). Bimodal differentiates only between 

top- and underperformer, where in multimodal there are further shades of 

performance. Further differentiation options are for instance influenceable or non-

influenceable (Hildebrand & Trommsdorff, 1989, p. 16) success factors or internal 

(micro/corporate) and external (macro/environmental) success factors (Trommsdorff, 

1993, p. 140). The company can only influence internal factors. They can be 

subdivided into general company factors (characteristics etc.), factors of specific 

functions (R&D, marketing) and factors of individuals (employees). External factors 



 75 

on the opposite cannot be influenced by the company and comprise environmental 

factors such as location, competition and market potential. 

Success factors differ in terms of specificity, precision and causality due to the use of 

different perspectives and methodologies (Trommsdorff, 1990, p. 15). They reach 

from very general statements on success factors with a high reach to very specific 

statements with a limited reach and generalizability (Susen, 1995, p. 36). Precision is 

determined by the research methodology. Qualitative research methods tend to deliver 

less precise results, whereas more complex quantitative studies aim at delivering high 

precision success factors, which are however restricted by high analysis efforts and 

limited data availability. Determining causality in terms of cause and effect 

relationships is also difficult, as it is hard to exclude other factors and environmental 

circumstances. Simply analysing successful and less successful 

cases/projects/processes are basically one-sided observations barely fulfilling all 

causality requirements (Susen, 1995, p. 36).  

Success factor studies can either have an explorative or a confirmatory character. 

Explorative success factor studies observe relationships between the dependent 

performance variable and success factors from different angles using various 

variables or try to trace pattern in data. In contrast, confirmatory studies usually 

validate hypotheses on a more limited set of variables. These smaller variable sets are 

easier to test and to apply, thus having the largest explanatory power. According to 

Hanecke (2002, p. 165), the empirical identification of strategic success factors can be 

done either by direct or indirect determination. In direct determination, experts are 

directly interviewed on their perception and reasoning of success factors. In some 

cases interviewing techniques can further be supported by physiological and 

brainstorming techniques. Indirect determination of success factors is based on a 

qualitative comparison of top performers with underperformers or an analysis of 

failures. Further, indirect determination can be done by quantitative assessment by 

relating collected company data to performance data using statistical and 

mathematical methods. These study setups are either confirmatory or explorative. 

Quantitative-explorative studies aim at revealing unknown causal structures and 

relationships, which can be tested later on by a confirmatory study.  
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2.3.1.2 Limitations of Success Factor Research 

A thorough understanding of limitations is crucial for the interpretation of success 

factor study results. Studies having performance as dependent variable (DV) 

frequently suffer from methodological weaknesses and are according to Nicolai and 

Kieser (2002, pp. 584-585) confronted with the following problems and hence lack 

external validity and generalizability: 

• Endogeneity – Independent variables (IV) are influenced by non-considered 

variables.  

• Key informant bias – Problem occurs if key informants provide 

simultaneously information on IV and DV. Then, information “is likely to 

become a product fashioned from consciousness of the present and framed by 

currently conventional story lines” (March & Sutton, 1997, p. 701). Further, 

respondents are frequently overstrained by the complexity of the questions.  

• Simultaneity – Former success or failure causes actions. The impact of these 

actions on performance is subject of examination. However, the degree of 

influence is not independent on the circumstances of this action.  

• Unobserved heterogeneity – Companies can differ in their long-term 

performance potential. Some companies might be more sensitive to certain 

influencing factors in the long run. Controlling factors have to be considered.  

• Regression-to-mean problem – Several phases of random – or externally 

caused – failure might provoke counteractions. Afterwards, a random 

improvement of performance might occur and hence the increase in 

performance is wrongly allocated to the counteraction. 

• Survival bias – Only firms still surviving in the market participate in success 

factor studies. Thus, samples usually lack representativeness and are biased 

towards higher performance as total failures are excluded. 

• Short-term success is frequently achieved at the expense of long-term success. 

These mechanisms are usually not considered by quantitative models. 

In addition, there are further problems in the nature of quantitative success factor 

studies. Correlations in one population might have no impact on a correlation 

identified in a certain subpopulation (Nicolai & Kieser, 2002, p. 585). Moreover, 

successes at understanding performance differences are self-destructive (March & 
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Sutton, 1997, p. 699). As soon as information on success factors diffuses among 

competitors, their impact and differentiation potential decreases. Uniqueness is often 

crucial success factor (Porter, 1996, p. 64). Success factors do not have to be 

necessarily ‘real’ in order to lose their impact on competition. However, real success 

factors decrease the variation of the DV (March & Sutton, 1997, p. 699). In addition, 

there is a psychological component in success factor studies, that good performance 

ranking lead to self-assurance and favourable treatment; poor performance rankings 

lead to loss of self-assurance and unfavourable treatment by others. Hence, positive 

and negative feedback loops harden the performance pattern. Nevertheless, all these 

obvious weaknesses of quantitative success factor studies can be regarded as their 

immanent strength. 

 

2.3.2 Definition of Innovation Performance  

In the face of the structural challenges discussed above, the most challenging part in 

success factor research is the definition of the DV (e.g. performance). Success factor 

research with performance as DV bridges the trade-off between rigor and relevance 

(Nicolai & Kieser, 2002, p. 591). Measuring performance is in particular difficult 

when it comes to activities where benefits are often indirect and might occur deferred. 

Moreover, it is difficult to control for various external factors influencing the 

dependent variable. This problem usually holds for all activities aiming at hardly 

quantifiable objectives such as the generation of strategic options, development of 

disruptive ideas and changes in culture. Quantitative objectives might be misleading. 

A company can have for example a negative performance in terms of revenue, but at 

the same time gain an attractive strategic position. A good strategic position can then 

respectively have a very positive impact on market capitalization (Nicolai & Kieser, 

2002, p. 586). Hence, research on success factors in innovation programs increasingly 

developed substitutes for quantitative financial metrics or left it to the respondents to 

define and weight the performance dimension. The generalizability of these results is 

however limited.   

Nonetheless, results of the numerous studies on innovation performance have not yet 

led to a generally accepted indicator or a common set of indicators of innovation 



 78 

performance (Hagedoorn & Cloodt, 2003, p. 1365). There is no consensus what 

constitutes appropriate performance (Summer et al., 1990, p. 373). Empirical research 

on innovativeness and innovation success has come to ambiguous results as both 

constructs are multidimensional and are conceptualized in different ways (Kock, 

2007, p. 1). Hence, Hagedoorn and Cloodt (2003, p. 1368) examines various 

innovation measures and observes that a compound of the measures R&D input, 

patent counts, patent citations and new product announcements are adequate measures 

for innovation performance. The results of their analysis, however, also indicate that 

the overlap between each of these four indicators is so large that in high-tech sectors 

any of these four indicators could be taken as a measure of innovative performance in 

the broad sense (Hagedoorn & Cloodt, 2003, p. 1375). Patent cross-citations allow 

measuring the knowledge flow between organisations. Nonetheless, these approaches 

suffer from the disadvantages that they are not eligible for innovations, which cannot 

be grasped by patents such as process and business model innovations and other non-

patentable facets of innovation.  

Kock (2007) presents a comprehensive meta-analysis on measures of innovativeness25 

and their impact on innovation success in the context of new product development. 

His study represents an update on Ernst (2002). Kock finds that market newness and 

technological newness have no impact on new product development success. Only the 

uniqueness of the product and the advantage for user has a strong positive effect on all 

success measures but efficiency and should consequently form the basis for 

measuring innovativeness. 

Figure 2-23 splits innovation performance metrics up in four generic groups and 

provides examples for general metrics to measure innovation performance. The next 

section specifies the discussion on measuring innovation performance in the context 

of corporate venturing and deducts potential metrics for measuring CVC units’ 

performance. 

 

                                                
25 Innovativeness as defined by Kock (2007, p. 9) is multidimensional by nature and consists of 
market-, product advantage-, technology- and organisation dimension. Overall innovation success is 
clustered in commercial success consisting of market success and profitability and project efficiency 
and technical success. 
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Figure 2-23: Exemplary Dependent Innovation Performance Variables 

Economic Dependent Variables  Type Scale 

Operationalization of these factors results out of accounting metrics. 

 Turnover from (new-to-market) product innovations  Output % of turnover 

Profits from (new-to-market) product innovations  Output % of profits 

Innovations introduced in the past three years  Output # of innovations 

Process innovation  Output % of cost reductions  

Patents granted within the past three years  Output # of patents  

Amount of expenditures on innovation  Input % of turnover 

Expenditure on innovation by type of expenditure (machinery 
acquisition, external knowledge, R&D etc.)  

Input % of total expenditure on 
innovation 

Initiated cooperation with universities, governmental research 
institutes, other corporations  
 

Process # of cooperation 
agreements, # of meetings  

Qualitative Dependent Variables  Scale 

Subjective perception of performance. Fit between scales and metric construct needed to assure validity and 
reliability. 

Subjective performance assessment 
 

Output / Process Survey 

Extended Dependent Variables  Scale 

Assessment by the corporate environment e.g. customers or external experts. 

Customers satisfaction 
 

Output / Process Survey 

Empirically Validated Dependent Variables  Scale 

Assessment of goal implementation by empirically validated success metrics. Most comprehensive approach, which 
should assure construct validity. 

Quantitative assessment Output / Input / 
Process 

Time-series survey and 
accounting data 

Source: Author26 

  

2.3.3 Definition of Corporate Venturing Performance 

This section deals with performance measurement and respective metric sets on a 

CVC unit level. In principal, performance can either be measured on a portfolio 

company level or directly on a CVC unit level. Due to the large overlap with CVC 

unit performance measures, the discussion on measuring performance of single 

investments is neglected in this research. Success factor studies in corporate venturing 

are rare. Studies rather concentrate on success factors in managing new ventures (e.g. 

Song et al., 2008, p. 7) or for independent venture capitalists (e.g. Schefczyk, 2001). 

                                                
26 The four categories of metric types of success are based on Herr, 2007, p. 50. Indicators are partially 
retrieved from OECD, 2009, p. 27. 
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By the term performance, traditional VC literature refers to IRR or ROI (e.g. 

Schefczyk, 2001, p. 57; Neubecker, 2006, p. 52; Henderson & Leleux in Elfring, 

2010, p. 72). Easy availability, comparability and high acceptance by investors are 

core advantages of these financial metrics (Miller et al., 1988, p. 288). But they do 

suffer from substantial disadvantages and do not cope with the complexity given in 

corporate venturing, due to the diverse and heterogeneous set of objectives. However, 

caused by a lack of substitutes, many studies use the IRR, as it is easy to quantify 

compared to qualitative metrics trying to grasp objectives such as learning from new 

ventures, changes in culture and increases in BU performance (Henderson & Leleux 

in Elfring, 2010, p. 96). 

Financial metrics are not suitable to measure performance of start-ups as, due to their 

size, data is not available and barely comparable, in particular not in a singular view 

(Chandler & Hawks, 1993, p. 393; Haber & Reichel, 2005, p. 259). These metrics just 

picture a limited time horizon and do not consider future performance, which can be 

considered the biggest drawback if used to evaluate the overall corporate venturing 

performance (Haber & Reichel, 2005, p. 260; Gosh & Wu, 2008, p. 29). In addition, it 

is difficult to define the critical value in terms of profits when to consider a venturing 

activity a success (Miller et al., 1988, p. 288). Haber and Reichel (2005, p. 259) and 

Gnyawali and Grant (1997, p. 77) claim that quantitative measures should rather be 

combined with qualitative operative measures. Additionally, this allows representing 

relationships to customers and business partners, which has a large impact on the 

companies’ success (Vitezic & Knez-Riedl, 2005, p. 248). Another rather common 

metric is the change in absolute or relative market share, which are usually used in 

combination with a long-term oriented predefined milestone system. A relatively 

seldom but significant disadvantage is the application on pioneer firms as their market 

share naturally decreases after they have entered the market (Miller et al., 1988, p. 

291). Nevertheless, Schefczyk (2000, p. 125) suggests in an IVC context to construct 

performance measures from portfolio company data such as revenues, profits and 

costs from annual reports; market share and market growth; market to book value 

ratios; subjective success measures (actual versus planed returns in contrast to 

industry averages) and insolvency data. 

Figure 2-24 summarizes different performance metric classes in corporate venturing. 
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All metrics are indicated on a per annum (p.a.) basis but can also be accounted on a 

per venture or per investment manager basis. The major problem associated to these 

metrics is that these CVC units themselves or the corporate supervision, accounting 

and controlling functions do frequently not track the relevant data. A possible 

explanation, next to accruing transaction costs, might be the diverging interests of the 

different stakeholder groups (ref. section 2.1.3.2). A possible solution is tracking 

performance based on managerial self-perception (Hill & Birkinshaw, 2008, p. 435).  

 
Figure 2-24: Exemplary Performance Metrics in Corporate Venturing  

Financial Metrics Innovation Metrics Operational Metrics Corporate Metrics 

Change in market share 
(relative and absolute) 

Number of patents and 
cross patents p.a.  

Number of investments 
made p.a.  

Perceived corporate image 
as an innovator (public 
survey) 

IRR Number of licences p.a. Number of co-investments 
/lead investments p.a. 

Employee satisfaction 
(survey) and employee 
turnover rate 

ROI Number of developed 
technologies p.a. 

Number of cooperation’s 
agreements between the 
PCs and BUs 

Cumulated development 
time in man years of 
technology R&D of PCs 

Capital gains (book value) Number of developed 
products p.a. 

BUs share of revenue of 
the start-up 

Cumulated VC experience 
of the investment team in 
years 

Cross-selling revenues  Number of received 
business plans with 
strategic fit 

Number of press mentions 
and conference speeches  

Concentration level 
(investment stage, 
technology, region) on 
total fund volume 

 Number of due diligences 
of business plans 

 

  Standard deviation of due 
diligence duration from 
target value 

 

  Number of ventures per 
investment manager 
 

 

Source: Author, partially based on Faisst, 2002, p. 24 

 

2.3.4 Summary of Success Factors  

In summary it can be said that the literature review showed that traditional qualitative 

success factor models with performance as a DV suffer from significant weaknesses. 

Also, the definition of an adequate DV for innovation performance is controversial, 

especially when the goals, which should be captured, are diverse and their impact 

indirect and deferred. In addition, many research projects suffer from a lack of 

consistent performance data, caused by missing and extremely heterogeneous 
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performance tracking in corporations and a lack of comprehensive (freely accessible) 

databases. 

Strategic corporate venturing is a very strong showcase for these challenges. The 

small overall population of CVC units and the relative youth of this concept and the 

corresponding studies exacerbate these problems. Consequently, this research utilizes 

and explores unconventional research methods and improvises on missing 

performance data. Details on the chosen method are given in chapter 4. 
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3. DEVELOPMENT OF SUCCESS FACTOR MODEL 

Despite the increasing stock/number of studies on innovation success factors and the 

recent popularity of corporate venturing research, studies on corporate venturing 

success factors are extremely scarce. Comprehensive studies on this issue do not 

exist.  

The previous chapter provides the theoretical fundament for an in-depth analysis of 

corporate venturing processes, particularly concerning the changes in innovation 

processes. This chapter elaborates on all success factors discussed in the literature and 

includes the factors mentioned by practitioners during the focus interviews (see 

section 4.4). It provides a description of all hypothesized success factors.    

Aware of the inability to grasp the complexity of real life business, this 

comprehensive model aims at developing an aggregated framework, which contains 

all relevant steps of the process in the initial setup, the investment process and the 

post-investment process. This hypothesized success factor model forms the basis for 

an empirical validation of the framework.  

 

3.1 Elements of the Success Factor Model (Hypotheses) 

The success factor model proposed in this research is comprehensive in the sense that 

it starts with the initial strategic setup, but covers as well the continuous components 

like the investments process and the internal collaboration process. 

 

3.1.1 Strategic Setup 

The strategic setup represents the initial decisions and processes associated with the 

start of the corporate venturing activity. It is subdivided into the goal definition, the 

performance measurement and the development of relevant process capabilities. 

When operating the CVC program only minor adjustments have to be made on the 

strategic setup. 
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3.1.1.1 Goal Definition 

Having extensively discussed the generic philosophies and the respective goal sets in 

section 2.1.3.4, there will be no further explanations at this point. Arguing that a 

purely financial orientation contradicts the principles of strategic corporate venturing, 

this research recommends CVC units to define and pursue goals aiming at strategic 

benefits. As an antithesis and given the at least partial financial focus of many CVC 

units, a second hypothesis on the general orientation/philosophy is formulated. 

This leads to hypotheses 1 and 2:  

 Strategic orientation of the CVC unit is a crucial success factor in strategic 

corporate venturing. 

 

 Financial orientation of the CVC unit is a crucial success factor in strategic 

corporate venturing. 

 

Another dominant discussion, familiar from other research strings, is the question if a 

focus on one single strategy is more beneficial for the corporation than a 

differentiated strategy setup. Given the growing range of strategies and objectives 

discussed in academic literature, this research assumes that considering a broad range 

of strategies simultaneously has a positive effect on performance.  

This leads to hypothesis 3: 

 High strategic ambiguity is a crucial success factor in strategic corporate 

venturing. 

 

3.1.1.2 Performance Measurement 

Strategic value added is of little benefit as long as it cannot be tracked. Corresponding 

to the goal set of a CVC unit; the corporate top management has to setup a monitoring 

system, being able to grasp the strategic benefits to the firm. Even though it is in 

principal a continuous process, the performance measurement is ordered within the 

strategic setup, as this work concentrates on the initial configuration of the 

performance measurement rather than on the permanent implementation. This work 
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considers the top management’s perspective on the CVC unit’s performance, since 

value added, for instance on scouting and option generation, has to be regarded on a 

portfolio level. The applied metrics can however be translated into metrics for PC 

performance measurement by the CVC unit. In chapter 2 section 2.3.2 the challenges 

in measuring innovation performance were discussed. Problems arising in measuring 

innovation performance are obviously very comparable to measuring corporate 

venturing performance as many benefits occur indirectly and deferred. Strategic 

performance measures are defined in this work as these metrics reaching beyond 

conventional financial indicators such as ROI and IRR. The focus interviews showed 

that a majority of CVC units do not use any strategic measures. 

This leads to hypothesis 4: 

 Utilisation of predefined strategic performance measures is a crucial success 

factor in strategic corporate venturing. 

 

In Chapter 2 the distinction between qualitative and quantitative performance 

measures was discussed. It can be assumed that qualitative performance measures are 

better able to grasp ‘soft’ strategic benefits. Quantitative measures in contrast might 

be more suitable for a long-term legitimation of the corporate venturing activity to the 

top management. 

This leads to hypotheses 5 and 6: 

 
 Utilisation of quantitative performance measures is a crucial success factor in 

strategic corporate venturing. 

 

  Utilisation of qualitative performance measures is a crucial success factor in 

strategic corporate venturing.  

 

Most probably CVC units might start-off with a rather qualitative set of key 

performance indicators (KPIs), and transform them into more qualitative performance 

indicators in the long run. As this research does not use time series data, this 

proposition is not subject of analysis.  
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3.1.1.3 Process Capabilities 

Shorter product- and technology life cycles and the fierce competition on lucrative 

ventures shape the corporate venturing scene. These developments strengthen the 

need for more rapid innovation (OECD, 2008, p. 27; Fulghieri & Sevilir, 2009, p. 

1291) and hence for more flexibility and process acceleration capabilities in the CVC 

units’ processes. Especially, a high intensity of competition drives the need for fast 

innovation processes (Fulghieri & Sevilir, 2009, p. 1291). Technological 

developments, in particular regarding information and communication technologies, 

enable facilitated collaboration and allow for faster decision making.  

This leads to hypothesis 7: 

 Process capabilities to increase investment speed are a crucial success factor in 

strategic corporate venturing. 

 

3.1.2 Investment Process 

Following the discussion of the propositioned success factors on the initial strategic 

setup, this section deals with the investment process. The pre-investment phase, the 

post-investment phase and complementing process steps structure the investment 

process. Deal sourcing, strategic and financial due diligence and syndication 

constitute the pre-investment phase. Syndication can also take place in the post-

investment phase. Venture support and exit strategy are assigned to the post-

investment phase. Internal communication and external communication touch both 

phases, since they are relevant for plenty of steps in the investment process and can 

thus be regarded as complementing process steps. 

 

3.1.2.1 Deal Sourcing 

Deal sourcing or deal origination, meaning the generation of investment 

opportunities, is the very initial step in the corporate venturing process. Before 

looking at the actual deal sources, the corporate parent should have defined relevant 

target markets and technologies for its CVC unit. This is a special challenge when 

these targets do not overlap with the existing technology market and product 
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portfolio. The focus interviews suggest that structured and systemized approaches on 

a continuous basis are very rare. In general CVC units are interested in generating a 

large deal flow of high quality investment opportunities. The primary distinction in 

CVC practice is between solicited and unsolicited deal flows. Unsolicited deal flows 

result from these investment proposals that are handed in unrequested by 

entrepreneurs. Solicited deal flows can be generated by business plan competitions, 

participation in entrepreneurship summits and fairs, cooperation with universities and 

incubators, through referrals of syndication partners, by referrals from the personal 

network of other investors, lawyers and consultants or by placing agents. In addition, 

solicited deal flow can origin from the BUs. These investment proposals usually have 

a high strategic fit, but do frequently not leave the corporate comfort zone e.g. 

towards disruptive innovations. Deal sourcing can also be implemented proactively by 

defining relevant technology and market targets and then searching for relevant start-

ups in this field in structured market screenings. The impact and potential of open 

innovation platform mechanisms on deal sourcing will be discussed in chapter 6. 

This leads to hypothesis 8: 

 A structured deal sourcing approach is a crucial success factor in strategic 

corporate venturing. 

 

3.1.2.2 Strategic and Financial Due Diligence 

Caused by the high technicality in this process step, neither the literature review nor 

the focus interviews lead to any considerable findings in a narrower sense, leading to 

no specific hypothesis on this process step in this research. However, it is partly 

incorporated in the discussion on external collaboration later in this section. 

 

3.1.2.3 Syndication 

Syndication refers to the alignment with other investors to invest jointly in and 

support a venture. Better-networked investors show a significantly higher 

performance measured by their exit and follow-up financing results (Hochberg et al., 

2007, p. 251). Hence, four out of five CVC units syndicate at least parts of their 

investments (Anokhin et al., 2011, p. 136). Syndicates can be built with other CVC 



 88 

units, business angels and/or independent public or private VCs. This happens 

frequently, when the investment risk is high due to market uncertainty (Bygrave, 

1988, p. 137) or the investment size exceeds the CVC units’ capacities. Even though, 

the latter reason is considered far less relevant (Bygrave, 1987, p. 139). Advantages of 

syndication besides risk reduction are the ability to source high quality deals, the 

improved ability to nurture investments and that the syndicate can rely on more 

aggregated experience and can assure an evaluation and monitoring of the prospective 

portfolio firms from multiple angles (Hochberg et al., 2007, p. 252; Yang et al., 2009, 

p. 261). But syndicating CVC units always face the trade-off between reduced risk 

and reduced control. 

Syndication may also help to develop skills within the corporation needed to 

capitalize on external corporate venturing. In particular, CVC units can learn from the 

co-investors’ operational processes how to internalize the knowledge developed by 

the co-investors and their PCs, as Gulati (1999, p. 397) proved in the context of 

strategic alliances. CVC units with a large portfolio might benefit however to a lesser 

extent on this process knowledge than firms with small portfolios. An active network 

of co-investors is also relevant for the positioning in the market. As potential 

investment targets usually have limited time to look for investors, they usually look 

for investors, which can bring in other investors on demand and thus maximize the 

future access to capital and technology knowledge without requiring additional search 

efforts by the venture. 

One of the major topics in academic discourse on syndication is the identification of 

the ideal, value maximizing position in the syndicate. Research in general claims 

benefits for the incumbent firm (lead investor) in syndicates. Recent research by 

Anokhin et al. (2011, p. 134) however demonstrates, that it may also be „detrimental 

to corporate innovation, by elaborating the notion of an information exchange 

paradox“. „Incumbents must solve a non-trivial information exchange paradox: They 

must ensure free inflow of information from new ventures to corporate parents, but at 

the same time block outwards flows which could see them lose valuable information 

to competitors“ (Anokhin et al., 2011, p. 138), meaning that actors in corporate 

venturing networks should be open and close at the same time.  
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Figure 3-1: Theoretical Framework of CVC Syndication Strategies  

 

 

 

Source: Anokhin et al., 2011, p. 140 

Each party in a syndication network faces the trade-off between the number of 

syndicates it joins and the position in the respective network. As a consequence 

corporations can either participate in many syndicates, but do not take a central 

position in the network or they can engage in few syndicates and take a dominant 

position (Anokhin et al., 2011, p. 134). They also found, that a central syndicate 

position is more relevant in concentrated industries rather than in fragmented ones. 

Anokhin et al. (2011, p. 138) argue in this regard, that a main benefit in the corporate 

innovation context is not risk reduction but rather knowledge spillover effects, which 

is also the main drawback. The advantage of learning from other incumbents, which 

are frequently competitors, might be outweighed by the loss in competitive advantage. 

This information exchange paradox however is more relevant in concentrated 

industries than in fragmented industries. Anokhin et al. (2011, p. 144) developed four 

strategies for syndication, namely the maximizing and minimizing isolationists and 

the maximizing and minimizing centralists. The maximizing isolationist receives 

valuable information from many investees, but shares its knowledge with little or no 

co-investors. The minimizing centralist on the opposite has little risk of losing 
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information and greater chance to gain insights from syndication partners. All 

strategies are depicted in figure 3-1.  

The study recommends CVC units in concentrated industries, where information 

flows less freely, to either pursue the strategy of a maximizing isolationist or a 

strategy of a minimizing centralist (Anokhin et al., 2011, p. 141). Supporting many 

new ventures but keeping away from the syndication network center it the best 

strategy for corporation to improve the outcomes of their innovation efforts, as 

measured by patent applications (Anokhin et al., 2011, p. 144). In fragmented 

industries, which are characterized by high employee turnover etc. and where 

knowledge spills almost without restraints, performance effects are less severe. 

Formation of exchange forums, such as new ventures’ boardrooms, is less important. 

In general, “betweenness” – acting as a broker between actors – reduces performance 

(Hochberg et al., 2007, p. 296). 

This leads to hypothesis 9: 

 Intensive and proactive syndication is a crucial success factor in strategic 

corporate venturing. 

 

3.1.2.4 Venture Support 

Venture support is one of the process steps in the post-investment phase. In contrast to 

conventional financing from banks, venture capital comes along with management 

support. Content-oriented consultative management support beyond participation on 

formal boards and committees has a positive impact on performance, especially when 

implemented on a continuous basis (Schefczyk & Gerpott, 2001, p. 214). CVC is 

typically associated with even more comprehensive support. Venture support can 

origin by the investment managers themselves, corporate functions/BUs and external 

partners assigned by the CVC unit (McNally, 1997, p. 196; Rauser, 2002, p. 142; 

Poser, 2003, p. 143; Freese, 2006, p. 29; MacMillan et al., 2008, p. 20). Large 

corporations can contribute to the capability set of their portfolio firms by providing 

technological capabilities and social capital (zu Knyphausen-Aufseß, 2005, p. 39) 

Usually, venture support comprises the activities, strategic and financial advice, 

support on management and human resources, sales and distribution, marketing, R&D 
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cooperation, manufacturing assistance and legal advice. The BUs primarily provide 

assistance in R&D, sales and distribution and manufacturing, whereas the other 

support originates rather from the CVC unit and external partners. Marketing support 

is primarily associated with co-marketing/co-branding (Kann, 2000, p. 27; 

Chesbrough, 2002, p. 94; Rauser, 2002, p. 39; Henderson & Leleux, 2005, p. 51; 

MacMillan et al., 2008, p. 20). In co-branding, the ventures use the corporate parents’ 

brand to name their products and thus leverage the reputation of the corporate parent. 

Cooperation in sales and distribution allows the venture to distribute their products 

and services at relatively low cost, using existing structures of the corporate parent. 

Sales and distribution support is in particular effective if the product of the PC 

complements the products of the corporation (Fink, 2002, p. 50; Poser, 2003, p. 102; 

Henderson & Leleux, 2005, p. 51; MacMillan et al. 2008, p. 29). Further, the 

corporation can act as customer of the PCs’ products, generating revenues and 

economic stability in the early phases (Fink, 2002, p. 53; Rauser, 2002, p. 142). 

Through manufacturing assistance, PCs can improve production efficiency and 

quality and benefit from unused manufacturing capacity of the corporation (Fink, 

2002, p. 50; Poser, 2003, p. 157; MacMillan et al., 2008, p. 29). Moreover, they can 

gain a better bargaining position vis-à-vis their suppliers (Rauser, 2002, p. 142; 

Henderson & Leleux 2005, p. 51; MacMillan et al., 2008, p. 21). The corporation 

might even replace existing suppliers of the venture. Business contacts via the CVC 

unit and the CP/BUs represent a further core support service (McNally, 1997, p. 196; 

Stuart et al., 1999, p. 345). 

The major challenge concerning management support is the trade-off between 

ensuring intensive support to optimize the PC development, without imposing the 

structure, thinking and culture of the incumbent firm on the venture. In-depth 

involvement and support of the ventures are crucial in order to generate learning and 

knowledge transfer, especially for CVC units with larger portfolios (Wadhwa & 

Kotha, 2006, p. 819). 

This leads to hypothesis 10: 

 Intensive and diversified venture support is a crucial success factor in strategic 

corporate venturing. 
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3.1.2.5 Exit Strategy 

The exit strategy is defined as the strategy implemented at the end of the holding 

period, when the CVC unit finishes its engagement in the start-up. As depicted in 

section 2.1.1.3, the most common exit modes are the integration into the corporate 

parent, the trade sale, the IPO, the MBO, the secondary sale and the liquidation (e.g. 

Schween, 1996, p. 101). The exit represents for nearly all venture capitalists the most 

important phase, as the exit finishes each investment project and reflects at least the 

direct financial gains. Yet it is hardly considered as a real success factor in terms of an 

independent variable. In most studies it is rather used as the main dependent variable. 

In this research, the hypothesized success factor is defined as the active examination 

of exit options and the strong focus on one exit mode. 

This leads to hypothesis 11: 

 A focussed and structured exit strategy is a crucial success factor in strategic 

corporate venturing. 

 

3.1.2.6 External Collaboration  

External collaboration is defined in this research as all non-equity types of external 

collaborations and partnerships. Equity-based partnerships were discussed in the 

previous section on syndication. This process step is special since it cannot be clearly 

filed within the depicted investment process, as external collaboration can aim at 

external partner involvement in deal sourcing, the strategic and financial due 

diligence and throughout venture support. Since the focus interviews with 

practitioners, recent literature on collaboration, innovation networks and open 

innovation suggest a special role of this factor in explaining corporate venturing 

performance, the topic is addressed in different section of this research. Gemünden et 

al. (1996, p. 460) for instance conclude that “innovation success needs multi-

dimensional co-operation with multiple actors: be it through an intensive interaction 

with universities and consultants or through balanced network pattern”. With this 

regard they point out the importance of high “intensity of interweavement to secure 

process innovation success” (Gemünden et al., 1996, p. 460). Collaboration reduces 

the probability of poor innovation outcomes while simultaneously increasing the 
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likelihood of extremely successful outcomes (Singh & Fleming, 2010, p. 41). Zu 

Knyphausen-Aufseß (2005, p. 43) stresses the problems CVC units have in activating 

the corporate social networks to support the portfolio firms. 

A multifaceted network of external partners such as lawyers and consultants are able 

to bring multiple benefits to the investor and its portfolio companies (Hochberg et al., 

2007, p. 251). In this context, Vintergaard (2005, p. 224) developed a typology 

systemizing opportunities arising between actor groups. An overview is provided in 

figure 3-2. During the deal sourcing phase, intensive external collaboration can 

stimulate referrals from the informal network such as other corporations, consultants, 

lawyers, research institutes, universities e.g. via technology transfer offices, but also 

from consumers. 

Figure 3-2: Recognition and Discoveries of Opportunities Between Actor Groups  

 CVC Units IVCs Entrepreneurs Researchers, 
Lawyers, 
Consultants etc. 

 Recognise or discover opportunity from: 

CVC Units Industry syndicators Industry partners Industry gap seekers Gain seekers 

IVCs Alliance partners Venture syndicators Gap seekers Gap followers 

Entrepreneurs Corporate 
traditionalists 

Traditionalists Technology seekers Success spotters 

Researchers, 
Lawyers, 
Consultants etc.  

Innovation analyses Trend analyses Trend seekers Combiners 

Source: Vintergaard, 2005, p. 224 

 

In the strategic due diligence phase, external partners can diversify the perspective on 

the value and fit of the envisaged technology, market or business model. External 

collaboration during the strategic due diligence is in particular relevant, in case the 

CVC unit focuses on investments with low relatedness on existing businesses and 

technologies or when the CVC unit is run by investment rather than industry experts. 

Lead-users or consumers are a group of external partners, which receives special 

attention in this research. The concept of consumer/lead-user involvement was 

strongly promoted by von Hippel (1986, 2005). “Lead-users face needs that will be 

general in a market place, but face them months or years before the bulk of that 

market place encounters them. They are positioned to benefit significantly by 

obtaining a solution to these needs (von Hippel, 1986, p. 796). Especially when the 
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investment opportunity relates to consumer-related technologies, products and 

services a business evaluation from a consumer perspective can be helpful. Their 

impact is most significant in highly dynamic markets, with short product life cycles 

and radical innovations, where conventional users lack experiences to identify future 

market needs (von Hippel, 1986, p. 796). Identification of lead-users can be difficult 

as they account only for a small minority of the users (Trommsdorff & Steinhoff, 

2007, p. 278). 

Similar as during the strategic due diligence, external partners can be involved in the 

financial due diligence. In particular, consultants, industry experts and scientists can 

help to make a more realistic valuation of the prospective portfolio firm. Integration 

of external experts can either be done by a predefined expert pool or on an individual 

basis. It can help to avoid adverse selection problems, related to asymmetric 

information between the investor and the portfolio firm.  

The fourth relevant phase for external collaboration is the venture support phase. In 

this phase the benefits are straightforward. A strong network of external partners, 

especially towards other corporations and private and public research institutions, 

enables a diversified und specialized support. Once again, when the investment policy 

targeted primarily unrelated investments an external network can compensate for 

missing internal support resources. 

Disadvantages of external collaboration are increasing transaction costs and the risk 

of losing sensitive information. Transaction costs can be reduced by developing 

organizational routines in integrating external partners in the due diligence process. 

Concerning the risk of losing sensitive information to the competition, benefits of 

external collaboration might outweigh potential loses. But decisions on this issue still 

have to be made on an individual basis and depend on the industry structure and 

background. External collaboration is operationalized by frequent cooperation with 

multiple external partners.  

This leads to hypotheses 12: 

 Frequent external collaboration with a diverse set of partners is a crucial success 

factor in strategic corporate venturing. 
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3.1.2.7 External Communication  

Every investment process can be complemented by external communication. External 

communication is defined herein as all communication with stakeholders outside the 

company’s borders. Target groups can be grouped in three clusters, as visualized by 

the concentric rings in figure 3-3. Each ring represents a target group. The clusters are 

ordered by the proximity to the CVC unit. 

The first cluster consists of professional peers, primarily relevant for deal sourcing, 

syndication, venture support and exits. Communication with this cluster includes 

above all networking in these respective process phases for instance with other CVC 

units, IVCs, the entrepreneurial community, research institutes and financial 

institutions. Stakeholders in this cluster might also be interested in information on 

current investment activity and the CVC unit’s mission, as it might help to 

comprehend the interest of the corporation. Given the preliminary results of the focus 

interviews, this cluster is most frequently targeted by CVC units’ communication.  

Figure 3-3: Target Groups in External Communication Strategy 
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The second cluster consists of direct environment of the corporation, meaning 

suppliers, business- and R&D partners and customers. Major goals are signalling for 

future partnerships with suppliers and business- and R&D partners. The general focus 

on innovation and the engagement in specific markets and technologies are core 

potential communication targets towards costumers. 

The third cluster consists of the wider public. Communication to this audience 

generally aims at shaping the perception of the parent corporation by the public. 

Approaching future costumers and creating a favourable public and governmental 

environment are often major communication goals. Messages might consist of the 

general vision of the company represented by the corporate venturing activity and are 

rather abstract in their form. The level of message abstraction increases the more 

distanced the audience group is from the actual venturing activity. 

At this current point, this research recognizes a predominately unidirectional 

communication approach of CVC units. Reciprocity of communication is frequently 

neglected or limited to networking. 

In general, communication strategies are barely discussed in academic literature on 

corporate venturing. Considering the strong external orientation of many venturing 

approaches, a focus on external communication can still be assumed to be a crucial 

success factor.  

This leads to hypothesis 13:   

 External communication to professional peers, the corporate environment and the 

broader public is a crucial success factor in strategic corporate venturing. 

 

3.1.3 Internal Collaboration 

Internal collaboration is discussed in a separate section, given that it is the major 

distinction feature between IVC and CVC. This research defines internal 

collaboration as all activities of the CVC unit associated with the transfer of 

knowledge from the portfolio firms into the corporation and hence the BUs. 

Academic literature in particular on organizational learning etc. elaborates on this 

subject. In order to create synergies between the corporation and the portfolio 
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companies, the BUs needs to be involved in the investment process. Therefore, CVC 

units need to (1) know their network requiring attention, (2) to mobilize the network 

requiring interest as well as desire and (3) to develop and leverage the network (zu 

Knyphausen-Aufseß et al., 2010, p. 137). In the post-investment phase the CVC units’ 

intermediary function becomes less relevant as the collaboration is organized directly 

between BUs and the portfolio firms (zu Knyphausen-Aufseß et al., 2010, p. 139). 

The discourse on internal collaboration links to the discussion on autonomy of CVC 

units and investment relatedness (ref. section 2.1.3.5). Internal collaboration is crucial 

for strategic-oriented CVC units to create synergies and enable knowledge transfer 

between the PCs and the corporation. But, too close ties with the corporation in 

particular with the BUs can conflict with many strategic goals, due to a bias in 

decision-making in favour for established product and technologies. Limited venture 

autonomy can constrain the growth of the PCs through corporate inertia and 

bureaucracy (Thornhill & Amit, 2001, p. 24). Thornhill and Amit (2001) still suggest 

that a close strategic fit between the corporation and the ventures, which implies 

respectively a close relationship to the BUs, has a positive influence on performance. 

This leads to hypothesis 14: 

 A close relationship between the CVC unit and the corporate business units is a 

crucial success factor in strategic corporate venturing. 

 

Having discussed the immanent barriers of BUs to cooperate with PCs, a strong top 

management support is a possible solution to overcome these barriers. The focus 

interviews revealed that the corporate parent has to act as an enabler in the CVC 

unit/BUs relationships by empowering the CVC unit. Thus, moral hazard arising in 

the BU/PC relationship can be reduced. Crucial preconditions to a strong support and 

empowerment by the top management are close ties of the CVC unit to the corporate 

parent. In the context of internal collaboration it is “the role of the middle 

management to pull together dispersed knowledge from the BUs”. In contrast, the top 

management should provide “passive direction and consistency to the CVC 

activities”, “infrastructure” and foster “the structural dimension of social capital” (zu 

Knyphausen-Aufseß et al., 2010, p. 139). Another major argument for a tight 

relationship between the CVC unit and the CP is that only, when the internal 
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information exchange is strong, the top management is able to use the insights and 

knowledge generated by the corporate venturing program by acting as a multiplier to 

distribute the venturing output within the wider organisation.   

This leads to hypothesis 15: 

 A close relationship between the CVC unit the corporate parent/top management 

is a crucial success factor in strategic corporate venturing. 

 

In addition to the need for a close relationship between the CVC unit and the CP, the 

results from the focus interviews suggest, that for successful internal collaboration, 

the top management has to provide a long-term horizon on internal collaboration. 

Otherwise, for instance the BUs cannot be motivated to overcome their short-term 

oriented thinking. Further, a long-term planning horizon supports the development of 

routines and capabilities in internal collaboration. 

This leads to hypothesis 16: 

 A long-term planning horizon in internal collaboration is a crucial success factor 

in strategic corporate venturing.  

 

3.1.4 Moderating Factor Industry Background 

In principal, corporate venturing activities can be found in almost all industries. Most 

dominant industry sectors are however, biotech, software, telecommunications, media 

and entertainment (MacMillan et al., 2008, p. 5). This does not mean that the 

hypothesized success factors are equally important in all industry contexts. Industries 

differ strongly regarding characteristics such as the level of concentration, the 

technology intensity, the level of competition, average product life cycle length and 

average new product development costs. Depending on the industry structure, certain 

crucial success factors hypothesized above are assumed to have a stronger effect on 

performance. Analyses neglecting industry specifics lack crucial insights, due to 

wasteful generalization (Sandberg & Hofer, 1987, p. 6). For instance one might 

assume that venture support is considered more relevant, when technology intensity is 

high.  
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This leads to hypothesis 17: 

 The industry background moderates the success factors’ effect on performance. 

 

3.2 The Model  

Figure 3-4 aggregates all hypotheses on potential success factors. The indicated Core 

Success Factor Construct is used for the later identification in this research. In order 

to challenge the hypothesized success factors with insights from academia, a literature 

review on success factors (see appendix M) was performed, resulting in a 

differentiation between primary and secondary factors. Primary factors are the factors 

mentioned and identified uncontroversial by the great majority of the studies. 

Secondary factors are these factors less frequently mentioned in studies. Next to the 

factors listed, the degree of autonomy and the choice of an adequate staff and 

incentive system were identified primary success factors. Generation of an innovation-

friendly corporate culture is the only identified secondary factor not covered in this 

research. These three factors are not incorporated in the hypotheses set, as they 

remained unmentioned within the focus interviews. Strategic ambiguity was also 

discovered as crucial, however in the opposite direction. Most studies believe that 

only a clear focus on very few objectives can lead to success. 

In order to manage expectations towards this model, the following barriers immanent 

to success factor models have to be considered. This research tries to develop a 

theoretical framework illustrating the potential impact of certain factors on success. 

Even though this model can be considered rather comprehensive, compared to other 

studies in corporate venturing, it is unable to grasp all relevant factors. Success or 

performance of corporate venturing activities can be explained by many other factors. 

For this reason, causalities in this context are difficult to be determined. This model is 

based on a ceteris paribus principle. Nevertheless, many interdependent, direct and 

indirect internal as well as external factors may impact on the performance of CVC 

units. Despite the fact that the model tries to control for industry peculiarities, success 

factors might further differ, for instance, concerning the different venturing strategies 

and local market environments. The impact of most success factors depends on the 
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extent they are supported with by the corporate parent. In this context, costs 

associated with changing the success factor parameters are essentially neglected.  

Answers to the hypotheses are given in chapter 5 and are summarized in figure 5-1 on 

page 132. 
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Figure 3-4: Hypotheses Overview 

Nr. Hypothesis Core Success Factor 
Construct 

Coverage in 
Literature27 

 Crucial success factors in strategic corporate 
venturing are: 
 

  

 Strategic Setup   

1 Strategic orientation of the CVC unit  Strategic Orientation - 

2 Financial orientation of the CVC unit  Financial Orientation Secondary SF 

3 High strategic ambiguity  Strategic Ambiguity Primary SF, but 
reverse 
interpretation 

4 Utilisation of predefined strategic performance 
measures  

Performance 
Measurement 

- 

5 Utilisation of quantitative performance measures  Performance 
Measurement 

- 

6 Utilisation of qualitative performance measures  Performance 
Measurement 

- 

7 Process capabilities to increase investment speed  Process Capabilities 
 

- 

 Investment Process   

8 A structured deal sourcing approach  Deal Sourcing - 

9 Intensive and proactive syndication  Syndication Secondary SF 

10 Intensive and diversified venture support  Venture Support - 

11 A focussed and structured exit strategy Exit Strategy - 

12 Frequent external collaboration with a diverse set of 
partners 

External Collaboration - 

13 External communication to professional peers, the 
corporate environment and the broader public  
 

External Communication - 

 Internal Collaboration   

14 A close relationship between the CVC unit and the 
corporate business units  

Relationship BU Secondary SF 

15 A close relationship between the CVC unit and the 
corporate parent/top management  

Relationship CP Secondary SF 

16 A long-term planning horizon in internal collaboration  Long-Term Horizon Primary SF 
 

 Moderating Factors   

17 The industry background moderates the success 
factors’ effect on performance 

Industry Specifics - 
 

Source: Author 

 

                                                
27 This evaluation is based on literature review on success factor in corporate venturing. To assure 
currentness of the data only articles published between 2001 and 2011 were considered. More than 30 
articles were identified. For further details see appendix I. 
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3.3 Summary of Success Factor Model 

Building on a literature review and the focus interviews 17 hypotheses on success 

factors in corporate venturing are derived. All hypotheses are generic in nature and 

are formulated on a ceteris paribus basis. Each hypothesis is introduced by a working 

definition of the concept (success factor) and embedded in a discussion on the current 

research of this factor by academics and practitioners. Having recognized the 

limitations of this success factor set, all hypotheses are open to further validation.  
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4. METHODOLOGY 

This research project was initiated in spring 2010 at the chair of marketing, headed by 

Professor Dr. Trommsdorff, at the Berlin Institute of Technology in cooperation with 

the Berlin-based innovation consultancy trommsdorff + drüner, innovation + 

marketing consultants. Further collaboration partners were 3M New Ventures, the 

CVC unit of the US multi-technology corporation 3M, and the Global Corporate 

Venturing Magazine. 3M New Ventures provided funds and functioned as ‘sparring 

partner’ within the development of the qualitative and quantitative questionnaire. The 

Global Corporate Venturing Magazine assisted in the recruitment of respondents for 

the online survey and participants for the workshop.   

Several diploma and master theses and one student project were developed within this 

research project. These sources either contributed to the theoretical foundation of the 

study or conducted empirical sub-studies flanking the core research.  

This chapter first legitimates the choice of methods and then continues with a 

description of the research design. Afterwards, each phase of the data collection and 

the analysis is described in more detail.  

 

4.1 Methodological Premises 

The formulation of valid statements in social science including economics and 

business is an interactive process between the conceptualization of reality and the 

explanation of relationships between different concepts. Social processes shape the 

subjects of social research. Businesses define the building blocks of their reality such 

as success, innovation, strategy and so on. Any analysis of the relationship between 

independent and dependent variables has to resort to the meaning given to these 

variables by the market actors. Theories as sets of statements about these relationships 

have to take into account the inter-subjective character of its research object. At the 

same time, theories define the perceptions and actions of the agents who shape reality. 

In order to derive valid theories from reality the choice of methodology is crucial. 

Business research is an applied science and thus is strongly based on field research. 
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Within field research, there are historically two opposing research methods, namely 

qualitative and quantitative methods (Diekmann, 2006, p. 77). Quantitative methods 

used to dominate business research since the 1960s whereas in the 1990s qualitative 

research became more and more popular in market research (Buber & Holzmüller, 

2007, p. 6). Qualitative research methods are particularly suited for explorative 

studies in barely explored research fields with limited total population (Yin, 2009, p. 

8). A primarily qualitative method was chosen for this research project given the 

relatively small overall population of CVC units and the limited research on corporate 

venturing, in particular with respect to success factors. The different qualitative 

measures explained below were however complemented by a quantitative online 

survey. The extensive qualitative basis is crucial, as quantitative research requires 

theory-based ad hoc hypotheses. Since, success of a CVC unit results from various 

different causes a comprehensive research approach is chosen. 

The entire methodology of this research is based on the methodical paradigm of 

grounded theory – a research style originating from pragmatism theories. Grounded 

theory was established in 1967 by the sociologists Glaser and Strauss. 

For Strauss (2004, p. 434), grounded theory is no specific method or technique but 

rather a research style involving the discovery of theory through the analysis of data 

rather than testing hypotheses out of existing theory. It is mainly used in qualitative 

research but is also applicable to quantitative data. Strauss (2004, p. 433) underlines 

that this approach is essentially applicable to all data types, disciplines and theoretical 

interests. The grounded theory approach is defined as “a qualitative research method 

that uses a systematic set of procedures to develop an inductively derived grouped 

theory about a phenomenon” (Strauss & Corbin, 1990, p. 24). In contrast to traditional 

scientific methods, the first step is data collection through a variety of methods. A 

crucial difference from other methodologies is that the systematic generation of 

theory from data contains both inductive and deductive thinking, combined with an 

abductive, creative approach. Creative scientists can build free associations needed to 

raise stimulating questions and comparisons which generate new knowledge or 

understanding. Grounded theory requires a continuous interplay of data selection, 

analysis and theory building. For a visualisation of the grounded theory research 

process see figure 4-1. This figure shows the chronologically parallel and reciprocal 
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functional dependency between data collection, data analysis and theory building. 

Different forms of starting points (squares and circles) of the lines represent different 

data types. 

Figure 4-1: Grounded Theory Methodology  
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Source: Based on Strübing, 2008, p. 15 

Another goal of grounded theory is to discover the main concerns of the participants 

and how they continually try to resolve them. In the context of this work, this goal is 

later referred to as attitude and behaviour. The results of grounded theory are not a 

reporting of statistically significant probabilities but a set of probability statements 

about the relationship between concepts or an integrated set of conceptual hypotheses 

developed from empirical data (Glaser & Strauss, 1998, p. 110). According to Glaser 

and Strauss (1967, 1998) and Glaser (1998), grounded theory is in general not bipolar 

in terms of right or wrong. Instead fit, relevance, workability and modifiability are 

judged to determine the quality of the results28. The outputs are constantly specified 

hypotheses close to reality. Crucial component in grounded theory is the axial coding. 

Aim of this process is the identification of the categories relevant for theory. See 

figure 4-2 for more details.  

                                                
28 Fit describes the closeness of the indentified concepts with the incidents they are representing. 
Relevance is given when the output deals with the real concerns of participants, captures the attention 
and is not only of academic interest and is thus applicable for action. Workability stands for results, 
which provide predictions, explanations and interpretations and help to solve the problem in variation. 
Modifiability stands for theory that is altered when new relevant data is added to existing data (Glaser, 
1998, p. 18; Lomborg & Kirkevold, 2003, p. 191). 
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Figure 4-2: Grounded Theory Coding Paradigm 

 

 
Source: Based on Strübing, 2008, p. 28 

 

4.2 Research Design 

Since the subject of this research is rather undeveloped an explorative research 

method is chosen. The identification of the success factors is therefore based on an 

iterative research process fed with multiple data sources. The general design of this 

research project follows a multiple data collection process, consisting of three major 

phases which are practically extended to other units of analysis relevant for 

understanding corporate venturing processes: (1) An initial qualitative approach using 

semi-structured focus interviews to develop hypotheses on success factors and a 

general understanding of corporate venturing functioning and challenges; (2) A 

quantitative phase examining the success factors and finally proposing a success 

factor framework. This part of the methodology uses quantitative techniques for 

qualitative results; (3) Another qualitative phase containing a workshop to validate the 

results and to examine future developments concerning the identified success factors. 

The data collection started with and was constantly accompanied by an extensive 

literature review. Aim of the first phase was to obtain an overview over the relevant 

literature on corporate venturing. Therefore, relevant academic journals, dissertations 

and textbooks were screened. In research areas where academic literature is still 

scarce, such as on web-based open innovation approaches, popular literature was 
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added to the awareness set. In order to generate hypotheses, focus interviews were 

conducted. These hypotheses were tested using the data from an online survey 

conducted among managing partners and senior investment managers of CVC units.  

Figure 4-3: Iterative Procedure for Success Factor Identification 

 Process Step Description 

Literature review on SFs  -‐ Which SFs are discussed in academic literature? 
-‐ How are these factors characterized? 

Brainstorming with practitioners and 
innovation experts 

-‐ What could be potential success factors? 
-‐ Which theory combinations could be interesting? 

Propositioned SFs + Interview 
Guideline 

 

Exploration and validation in semi-
structured focus interviews 

-‐ What do practitioners believe are SFs and success? 
-‐ What do practitioners think about certain SFs? 
-‐ Elimination of unconfirmed positioned SFs 

Q
U

A
LI

TA
TI

V
E

 

Hypothesized SFs  

Quantitative survey on attitudes and 
behaviour 

-‐ Do investment managers regard the respective factor as a 
challenge (attitude)? 

-‐ How do they judge their organisations actions in this regard 
(behaviour)? 

SF Constructs -‐ SF construct is built on items subjectively evaluating the 
attitude and behaviour towards the respective SF 

Impact of SF on the success construct -‐ How do top performers behave in contrast to 
underperformers? 

-‐ What are differences with regards to industry backgrounds? 

Determination of overall impact via 
regression 

-‐ Which part of the performance variance can be explained by 
which SFs? 

Q
U

A
N

TI
TA

TI
V

E
 

SF Framework  

Challenging of SFs in expert 
workshop 

-‐ What do experts think of the SF framework? 
-‐ What is each participant’s subjective perception on the single 

SFs? 

Validated SF Framework  

Discussion on SFs -‐ How does the finding fit to the of the literature review? 
-‐ Triangulation between theory, findings of the study and the 

accompanying research 
-‐ Do the findings match to the entrepreneurs’ perspective? 
-‐ How does attitude and behaviour on certain SF differ from 

IVCs? 

Development of solutions and outlook 
on developments and corporate 
venturing modes 

-‐ Identification and discussion of best practices 
-‐ How do venturing modes adapt these success factors? 
-‐ What are possible solutions to identified challenges? 

Q
U

A
LI

TA
TI

V
E

 

Classification of Venturing Modes  

Source: Author 

The resulting success factor framework was then validated in a workshop with 

leading practitioners and experts. The resulting data from the workshop allows an 

operationalization of the success factors. Finally, cases for new venturing approaches, 

potentially leveraging these success factors, were collected. A synopsis of the entire 

research design can be found in figure 4-3. Detailed descriptions on every step follow 

in the subsequent sections.  
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An overview of the other units of analysis is shown in figure 4-4. Boxes with dashed 

lines refer to accompanying data collections. See section 4.7 for more details. The 

largest secondary unit of analysis in this research are IVCs as their processes are 

comparable to corporate venturing processes, but still differ very significantly, due to 

fundamental different motivation. Defining CVC units and IVCs as the supply side of 

venture capital; entrepreneurs were examined to understand the demand side of CVC. 

Sub-studies on CVC units filled research gaps, which were neglected in the core 

research due to capacity constraints. 

Figure 4-4: Overview Data Collection 

 

Source: Author 

 

4.3 Population and Sample Definition 

Main subject of analysis in this research are CVC units. Within this research, CVC 

units are defined as all dedicated departments or teams within a company focusing on 

the absorption and integration of knowledge and capabilities of external ventures 

(start-ups). These units are primarily found in large technology-oriented 

multinationals. The population and sample of other units of analysis (see figure 4-8, p. 

119) such as the IVCs are not discussed in section. For further information see section 

4.7. 

The ambition of this study was to implement a global census on CVC units. Fund-in-

fund approaches defined as dedicate corporate funds within independent VC funds 

were excluded from the target population. Major sources to create the long-list were: 

• Supranational VC associations such as the European Venture Capital 

Association (EVCA) and various national associations such as the very large 
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US American National Venture Capital Association (NVCA) and the 

comparatively small German Bundesverband Deutscher 

Kapitalbeteiligungsgesellschaften (BVK)  

• Market surveys, journal articles, newspaper articles and blogs 

• The VCPro Database 

• Referrals from focus interview partners and the director of the Global 

Corporate Venturing Magazine 

• Analysis of websites of the Deutscher Aktienindex (DAX) 30 and Standard & 

Poor’s (S&P) 500 firms 

In winter 2010/2011 the long-list (see appendix B) comprised around 140 active CVC 

units worldwide. This long-list thus covers a great majority of the overall population 

and is close to a complete inventory count, but does not claim to be complete. Some 

CVC units are difficult to identify, as they operate on a low profile and on an irregular 

and/or informal basis. Further, the corporate venture capital market is relatively 

volatile meaning that corporations start and close down venturing programs regularly. 

Corporate venturing programs based on an un-formalized structure in form of 

opportunistic, irregular investments made directly by the top management or the 

business development units are difficult to detect with the census.  

The derived overall sample of CVC units consists of three subsamples corresponding 

to the three different data collection methods. The samples partially overlap as 

indicated in the sample overview provided in figure 4-5. Further details on the 

samples are provided in appendix A. 

The small sample size of below n≤30 reduces the representativeness of the study. 

Nevertheless, other dissertations and studies on CVC units such as quantitative 

studies research by Covin and Miles (2007) with n=15, Weber (2007) with n=19, 

Freese (2006) with n=25 and Ernst & Young (2008) with n=37 or case-based 

dissertations by Poser (2003) with n=4 and Rauser (2002) with n=6 based their results 

on similar or much smaller samples. Hence, one can assume the data collection at 

hand allows for a valid perspective on the research subject in particular when 

regarding the interplay between the different data sources. 
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Figure 4-5: Data Collection CVC Units 

 Focus Interviews Online Survey Validation Workshop 

Sample Size (Valid 
Responses) 

18 19 18 participants 

Contact Addresses ~140 ~140 ~140 + ~50 + ~100 

Response Rate  13% 14% 7% 

Period of Data Collection July 2010 – December 
2010 

December 2010 – March 
2011 

15th of December 2011, 
Berlin 

Techniques Semi-structured personal 
or telephone interviews 

Mostly closed questions 
(Likert scales, check-
boxes, radio buttons) 

Group discussions, 
structured brainstorming, 
key notes  

Scope 20 min. – 90 min.  
Ø45 min. 

Ø35 min. 8 hours 

Position  Managing Partner CVC 
unit or Senior Investment 
Manager 

Managing Partner CVC 
unit  

Managing Partner CVC 
unit or Head of Innovation 

Respondents/Participants 3M New Ventures personal 3M New Ventures 3M New Ventures 

 Aster Capital (Schneider 
Electric & Alstom) 

Air France KLM Ventures Air France KLM Ventures 

 Chevron Technology 
Ventures 

Aster Capital (Schneider 
Electric & Alstom) 

Audi Technology Ventures 

 Creavis (Evonik) personal  BP Alternative Energy Breslin IVC/consultancy 

 Dow Venture Capital  Capital 18 (Network 18) Deutsche Telekom 
Laboratories innovation lab 

 DSM Venturing & 
Licensing personal  

DSM Venturing & 
Licensing 

DSM Venturing & 
Licensing 

 DuMont Ventures GM Ventures Freudenberg Venture 
Capital  

 Dupont Ventures Grundfos New Business Innogy Venture Capital 
(RWE) 

 eVenture Capital Partners 
(Otto Group) 

Innovacom (Orange) Metro  

 Holtzbrinck Ventures 
personal 

Innovation Ventures (LG) Partech International IVC 

 IDG India  Merck Serono Ventures seedcamp IVC/incubator 

 Innogy Venture Capital 
(RWE) 

Motorola Ventures trommsdorff + drüner, 
innovation + marketing 
consultants consultancy 

 Merck Serono Ventures MP Healthcare Venture 
Management (Mitsubishi 
Tanabe Pharma) 

Vattenfall Innovation 

 MP Healthcare Venture 
Management (Mitsubishi 
Tanabe Pharma) 

Qualcomm Ventures Ventureast IVC 

 Nokia Growth Partners Robert Bosch Venture 
Capital 

 

 Siemens Venture Capital Saab Ventures  

 T-Ventures (DTAG) personal UPS Strategic Enterprise 
Fund 

 

 Volvo Technology 
Transfer 

Verizon Communications  

  Volvo Technology 
Transfer 
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All samples are characterised by a large diversity in industry backgrounds and 

nationalities. In total, respondents from twelve different countries were acquired. A 

high knowledgability of the setup and processes can be assumed due to the very top 

position of most respondents – survey or interview partners were basically managing 

partners, CEOs or senior managers. 

 

4.4 Qualitative Focus Interviews 

Aim of the focus interviews was to gain an understanding of the setup and investment 

process to design an adequate questionnaire. The study was announced via email and 

then interview appointments were acquired through direct calls. Further interview 

opportunities could be generated by personal referrals from interview partners. Most 

interviews were implemented via telephone (see figure 4-5), due to the global focus 

and the limited travel budget of the study. The interviews were guided by a semi-

structured questionnaire consisting of a pool of 65 mostly open questions (see 

appendix C). These questions were deducted from literature and further developed in 

a brainstorming with leading investment managers and innovation consultants. The 

questionnaire was pretested in order to assure validity of the questions; nevertheless 

the interview guideline was constantly adapted to recent insights gained from 

implemented interviews. The interviews’ duration ranged between 20 and 90 minutes 

with an average of around 45 minutes. Personal interviews had a considerable longer 

duration. As respondents tend to talk less openly on delicate issues when they feel 

tracked, the interviews were not recorded; instead the interviewer directly paraphrased 

the interviews. The focus interviews were examined using content analysis based on 

Mayring (2003, p. 58), following the principle of paraphrasing, generalising and 

reduction. No names of interview partners are mentioned throughout this study, as 

privacy was assured to the participants. 

 

4.5 Quantitative Survey 

The quantitative online survey was based on the findings of the focus interviews. Key 

challenge during the construction of the questionnaire was to keep the overall length 
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of the questionnaire on an acceptable level despite its comprehensive nature. A pre-

test was made to assure comprehensibility and to check for the adequacy of length of 

the survey. Filling out the questionnaire, consisting of 35 questions, took 

approximately 35 minutes. The questionnaire was structured in 6 chapters namely: 

venturing strategy, organizational structure, investment process, collaboration and 

communication and venture approaches, and general CVC unit facts. Given the low 

break-up rate, the length seemed to be reasonable for this target group. Respondents 

were awarded with an exclusive summary of the results. Considering the broad 

vertical (deal sourcing to internal integration) and horizontal (strategic to operational 

questions) scope, managing partners basically filled out the questionnaire. The link to 

the online survey was spread through a mailing addressed to all CVC units identified 

in the long-list. A call for participation was also published in Global Corporate 

Venturing Magazine29 and released in venture capital news groups in a social network 

for professionals, named Linkedin. Accompanying to the reminder email, which was 

sent to the approximately 140 CVC units three weeks after the questionnaire, follow-

up calls were made. This resulted in 21 valid answers of which two were public 

incubators leading 19 valid data sets from 11 different countries. 

 

4.5.1 Definition of Performance 

As discussed in chapter 2, measuring and defining success in the case of CVC units is 

a controversial task, especially when strategic innovation-related benefits should be 

considered (Siegel et al, 1988, p. 214). Performance measurement in this research is 

further impeded by the unwillingness of respondents to reveal detailed performance 

data. 

This research approximates performance by a function of continuity and activity since 

financial returns are frequently disclosed and do not represent the entire strategic 

value. This approach assures continuity rather than a snapshot perspective on success. 

Activity is defined as the current number of portfolio firms whereas continuity is 

defined as the corporate experience in corporate venturing/the age of the CVC unit. 

                                                
29 Global Corporate Venturing Magazine, January 2011, p. 17. The preliminary results of this survey 
were published afterwards in the October 2011 issue on pp. 26-28 including an invitation to the 
Strategic Corporate Venturing Workshop organized in Berlin in December 2011 to validate the results. 
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This data was either collected within the online survey or, in cases of missing data, 

complemented by Internet research. The level of activity is dependent on other factors 

such as average investment size. For example, CVC units focusing on small seed 

investments are more likely to have a rather high number of portfolio companies. To 

overcome this problem, the study controls for industry differences, since the focus 

interviews showed a strong homogeneity within one industry. This research is based 

on the assumption that CVC units investing in the same industry cluster operate in the 

similar business environments and compete for the same ventures. Investing in the 

same industry, they share similar investment policies regarding investment size and 

investment stage focus. Further, they have similar backgrounds in terms of their 

corporate parents. To control for differences in industries and variances constituting 

the performance construct, the sample was segmented by the CVC units’ industry 

background. The clusters were built using a factor analysis on the investment focus 

resulting in two clusters. The first cluster comprises firms focusing their investment 

activities on media and entertainment, information and communication technology 

(ICT) and computer and software products30. This cluster was labelled Media & ICT 

as these segments had also the highest factor load. The second cluster was named 

Industry and Consumer Products and Services (ICPS). This cluster consists of CVC 

units concentrating their investments for instance on ventures working on new 

materials, industrial products, life science and health care related products and energy 

related technologies31. The Media & ICT cluster is characterized by a larger deviation 

of activity and continuity. The ICPS cluster in contrast, is on average less experienced 

showing that these corporations discovered the benefits of corporate venturing rather 

late. 

                                                
30 Segment were electronics, media and entertainment, telecommunications, computer and peripherals, 
software and IT services. 
31 Segments were chemicals, business products and services, consumer products and services, financial 
services, life science and healthcare, supply chain and logistics, energy and renewables material and 
manufacturing. 
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Figure 4-6: Performance Construct  

 

Source: Author 

Trend lines (industry averages), indicating a function of continuity and activity, are 

calculated within each industry cluster. It is assumed that CVC units within one 

cluster follow a linear growth path. The identified trends lines provide an indication 

for a typical growth path within the cluster. Top performers are located above the 

industry averages, underperformer below. The distance of the data point (CVC unit) 

to the respective trend line indicates the total level of performance. So, absolute 

performance represents the distance to the industry averages divided by the industry 

specific standard deviation. The resulting groups of top performers and 

underperformers are consistent with the subjective impression of the author and the 

insights derived by the focus interviews and CVC specific press articles. Figure 4-6 

provides a visual depiction of the industry cluster and the performance groups. As 

anonymity was granted, performance is not linked to the names of CVC units. 
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4.5.2 Data Analysis  

Due to the explorative character of this study, a wide range of analyses was conducted 

on the data set. The analysis in the quantitative part was basically made with the 

statistics software SPSS, using descriptive statistics, correlations and cross tables and 

factor analyses. Given the sample size, all analyses presented in this section are based 

on conventional qualitative methods but results need to be handled as explorative 

qualitative findings. 

Basically two criteria structure the data analysis. First, how does the independent 

variable (IV) differ between performance groups or what is the impact of the IV on 

performance, the dependent variable (DV). Second, what is the industry specific 

peculiarity of the IV. In general, the independent variables are constructs based on 

answers regarding the CVC unit/investment manager attitude and behaviour towards 

a certain item. See figure 4-7 for further details on the construction of the IVs. The 

underlying items of the IV constructs were weighted on an individual basis depending 

on the availability of relevant items. For additional details on all variable constructs 

see appendix H. 

Figure: 4-7 Success Factor Construction 

 

Source: Author 

Both components of the IV constructs were compiled of various items predominately 

measured by 5-point Likert scales. The scales were anchored by extreme points 

1=”completely disagree/not in focus” and 5=”strongly agree/high focus”. High values 

in behaviour and attitude and in the respective underlying items were associated with 

positive impact on performance. The major logic behind the attitude component in the 

hypothesized success factor constructs is that the identification and demarcation of a 

problem is already a core part of the solution. If a top performer in contrast to an 

underperformer regards for instance deal sourcing as a crucial challenge, then this 

Success Factor 

Behaviour 
Compiled of several items with a 5-point scale 
How do CVC units perceive their bahaviour on 

a specific option or mode?  

Attitude 
Compiled of several items with a 5-point scale 

How important is the challenge to the CVC 
unit? 
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attitude may already give an indication that this factor might explain differences in 

performance. Behaviour describes the actual status quo in the corporations conduct 

regarding this factor.  

Bearing in mind, the fact that a regression analysis on such a small sample size cannot 

lead to statistically valid results, a regression analysis was performed to receive a 

tentative indication in how far the respective IV can explain the DV. Having analysed 

the impact of the IVs on the performance and following the grounded theory logic, the 

results are checked for disaccord and contextualized by enriching the data with results 

from the focus interviews, the academic and managerial literature and the workshop. 

Besides, they are challenged and compared with results of the accompanying 

research. Details on the accompanying research are presented in section 4.7. 

 

4.5.3 Limitations 

This quantitative research is subject to a number of limitations. As a result of the 

small sample size (n≤30), representativeness is only limited and statistical 

preconditions such as normal distributions are not given. This reduces the validity of 

the study, as differences are barely significant. A time series reflection of some 

hypotheses would also have been interesting, but had to be neglected due to limited 

data availability. 

This research is based on a subjective valuation of attitude and behaviour and thus on 

the perception of success by the respondent. Ergo, there might be a bias through the 

exaggerated performance self-perception of the investment manager. Overall 

participation in this study can further be subject to a bias. Real top performers are 

aware of their performance and might be more likely to participate in such a survey as 

they want to show off with their performance. In addition, the study is exposed to 

typical priming effects; those people interested in success factors and processes have 

a higher awareness of performance-related problems and tend to be more 

professionalized. Both factors might respectively lead to better performance. 

However, one could also argue that underperformers are more motivated to 

participate as the summary of the results is apparently of higher value for them. The 

latter option is considered less likely by the author. 
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4.6 Workshop  

In order to validate the success factor framework, the preliminary study results were 

presented to top-level professionals. 18 persons participated in the workshop, which 

took place in Berlin on the 15th of December 2011. The majority of the participants 

were managing partners from leading CVC units, heads of innovation departments 

and managing partners of IVCs, as selected innovation professionals (∼50 invitations) 

and IVC managers (∼100 invitations) were also invited. A detailed list of participating 

firms can be found in table 4-5. An international perspective could be assured through 

participating firms from Germany, Netherlands, France, India, the United Kingdom 

and the US. The large scope of represented industries increases the external validity 

of the study. 

Major goal of the workshop was to validate the results by open and structured 

discussions and to operationalize the findings by developing case studies on identified 

top performers. 

 

4.6.1 Validation of Results 

The validation process in the workshop was structured in three phases. First, the 

preliminary study results were presented to the audience. An open discussion on each 

success factor followed. Having seen the presentation of the success factors the 

participants were asked to evaluate each success factor anonymously according to 

their perceived relevance in a simple affect questionnaire (appendix K). The 

controversial success factors were further analysed in more detail in a structured 

discussion supported by pre-formulated hypotheses. Therefore, the participants were 

separated into two groups. The presence of IVCs and corporations without a CVC 

unit was supposed to assure an external perspective on the findings. 

 

4.6.2 Development of Cases 

In order to operationalize the findings and to gain a deeper understanding of the 

success factors, keynote speakers from two identified best practices were invited. In 

the following discussion, the presented venturing approaches were challenged. The 
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keynotes by Dr. Marcel Lübben, managing director at DSM Venturing and Licensing, 

and Thomas Andrae, director at 3M New Ventures, were accompanied by a keynote 

by Philipp Möhring from seedcamp, a global seed-financing concept.  

The selection of the keynotes was based on the following criteria: (1) A highly 

strategic orientation should be given; (2) A technology focus should be given in order 

to be better able to discuss issues arising on internal collaboration; (3) External 

sources should highlight the quality and relevance of these approaches. Within this 

very small set of eligible companies fulfilling these conditions, a focus was set on 

including CVC units with contradicting attributes e.g. in terms of venturing 

experience and relatedness of investments.  

3M’s venturing program, showcased in the introduction, was established in 2008 and 

concentrates on rather disruptive technologies outside of 3M’s existing technology 

portfolio. In 2011, the special Best Innovator Prize on corporate venturing issued by 

the WirtschaftsWoche, A.T. Kearney and the Federal German Ministry of Economics 

and Technology awarded 3M New Ventures for its processes and strategy. 

Similar to 3M, Royal DSM N.V., is a global, very diversified, science-based company 

active in health, nutrition and materials. DSM Venturing was founded in 1998 and is 

hence considered an early mover in corporate venturing. DSM Venturing is a 

recognized best practice (Vanhaverbeke & Peeters, 2005, pp. 246 - 255) for 

developing dynamic capabilities through corporate venturing. Operating in a similar 

environment, they follow a different investment approach by investing only in related 

businesses. 

The implications of these cases on the success factor framework are discussed in 

chapter 6.  

 

4.7 Accompanying Research 

To enrich the research on the core subject of analysis with external perspectives, 

related players like IVCs, incubators and entrepreneurs were examined. 

In order to differentiate the characteristics and behaviour of CVC units a reference 

group of IVCs and incubators was created. Data collection was based on a similar 
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pattern as in the case of CVC units. This resulted in 74 qualitative interviews 

implemented in the context of the “Innovationswerkstatt” of the Berlin Institute of 

Technology and 101 responses on an online survey (see appendix O) consisting of all 

questions from the CVC questionnaire relevant for IVCs. Contact addresses were 

generated via the VCPro Database member lists of national venture capital 

associations such as the NVCA and the EVCA (see appendix N). Figure 4-8 provides 

detailed information on the entire data collection of the accompanying researches. 

This table comprises all sub-studies implemented within this research project to 

challenge and compare the results of the core research on CVC units. Questionnaires 

to the IVCs and incubators are based on the quantitative survey addressed to CVC 

units in the core research. The findings of these researches are in particular important 

for elaborating on the relationship between IVCs/incubators and CVC units in terms 

of syndication and external collaboration. In addition, they help to extract process 

differences between strategically and non-strategically motivated activities. Results 

are primarily incorporated in the discussion in chapter 6. 

Figure 4-8: Data Collection Accompanying Research 

 IVCs & Incubators IVCs & Incubators Entrepreneurs CVC Units 

Topic Market study on 
success factors of 
IVCs and incubators 

Market study on 
success factors of 
IVCs and incubators 

Decision criteria of 
entrepreneurs 
regarding their 
choice of investors  

A: Goal setting in 
strategic corporate 
venturing 
B: Integration and 
support of PCs by 
CVC units 

Study Type Qualitative Quantitative Quantitative Qualitative 

Sample Size  
(Valid Responses) 

74 101 53 A: 10 
B: 10 

Contact Addresses 1565 1565 448 ~140 

Response Rate 5% 6% 12% A: 7% 
B: 7% 

Period of Data 
Collection 

September - 
October 2010  

January 2010 – April 
2011 

June – December 
2012 

A: July – October 
2011 
B: January – March 
2011 

Techniques Semi-structured 
telephone or 
personal interviews 

Online survey 
(mostly closed 
questions)  

Online survey 
(closed questions) 

A: Structured 
telephone or 
personal interviews 
B: Online Survey 

Scope Ø30 min. Ø25 min. Ø25 min. A: Ø25 min. 
B: Ø13 min. 
 

Source: Author 
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One of the most important flanking researches was the analysis of the decision-

making of founders concerning their investor’s choice. In this context, 53 

entrepreneurs from ten different countries could be approached with an online survey 

(see appendix Q) developed and implemented in cooperation with Tilman Stalleicken. 

Out of 53 responding entrepreneurs (see appendix P), 33 start-ups were CVC-

financed. The sample size of this sub-research is comparable to dissertations on 

similar subjects. Neubecker (2006, pp. 177-229) for instance contacted 512 

entrepreneurs resulting in 75 responses of which 30 were CVC-financed (Neubecker, 

2006, p. 185). A study by Stubner (2004, p. 107) on VC-financed entrepreneurs 

counted 131 respondents. Findings of this accompanying research are primarily 

valuable for discussions on venture support, deal sourcing and the general positioning 

and external communication of CVC units. 

Two smaller pre-studies were dedicated to CVC units. The first one (sub-study A) 

analyses the goal sets of CVC units and was developed jointly with Artur Borger. It 

investigates to which extent the defined goal set of CVC units (usually defined by the 

corporate top management) corresponds to the actually implemented goal set. This 

research was based on 10 focus interviews (appendix R) based on a convenience 

sample. The second pre-study (sub-study B) was implemented in cooperation with 

Kai Priesack and is based on a similar methodology as research A. It examines the 

drivers and barriers for internal collaboration and venture support (appendix S). Sub-

study A supports the analysis on the strategic setup, whereas sub-study B generates 

valuable findings for the investment process and internal collaboration.  

 

4.8 Summary of Methodology 

This explorative dissertations’ methodology is founded on the principles of grounded 

theory, making use of multiple qualitative as well as quantitative data sources. 

Information is aligned in an interactive/iterative process based on a constant 

reciprocity of data collection, data analysis and theory formulation. In principal, the 

research design consists of four core steps: (1) The literature review; (2) Focus 

interviews; (3) The comprehensive online survey; (4) A validation workshop. These 

core steps are complemented by extensive flanking researches. In order to cope with 
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the complexity of multidimensional performance measurement of innovation 

programs and to overcome missing performance data, a pragmatic and simplistic 

performance construct based on linear function of activity and continuity is chosen. 

Attention is paid to the strong contextualization of the findings to increase internal 

and external validity. 
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5. RESULTS 

This chapter presents the results of the data analysis, on which the discussion of these 

findings in the following chapter is based upon. As described in the methodology, 

insights are derived from the analysis of multiple data sources, with a primary focus 

on the quantitative survey and the effect of the success factor constructs on 

performance. The results are presented following the structure of chapter 3. In 

accordance with the participants’ expressed wish to remain anonymous, the results are 

discussed in an aggregated manner. 

 

5.1 Strategic Setup 

5.1.1 Goal Definition 

Contrary to conventional wisdom that suggests a focus on one core business line or 

competence; top performers tend to follow a wider range of innovation-related 

strategies. This supports the hypothesis that strategic ambiguity is a crucial success 

factor. The core hygiene strategy32 is to Access New Products & Technologies, which 

underlines the role of CVC in the management of innovations. Strategies such as 

Scouting or Ecosystem Development are also pursued by a large part of the CVC 

units, but they are significantly more relevant to top performers. This stresses the 

implication that top performing CVC units are either able to follow ‘complex’ 

objectives better where benefits are more indirect and occur more deferred. One could 

also argue that they successfully use these objectives to explain value added, since 

they are aware of the fact that the difficulty to assess (output) performance in the 

context of these strategies is widely recognized by the corporate top management. 

Overcoming these difficulties is the subject of the next chapter. Micro-level strategies 

such as Leveraging Internal Resources and Intrapreneurship are most common with 

top performers.  

                                                
32 The term is adopted from Herzberg’s two-factor theory, where he found two opposing categories of 
factors: “hygiene factors”, which only lead to dissatisfaction when they are missing and “motivational 
factors”, which can directly positively influence satisfaction. The absence of “hygiene strategies” is 
meant to lead to a dysfunction of the envisaged approach. 
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Nonetheless top performers acknowledge the importance of financial benefits. The 

financial orientation also explains large parts of the performance variance, indicating 

that it can be regarded as an important success factor, too. However, it is important to 

notice that a focus on financial returns is not the primary objective, but rather a 

required side effect of long-term success. This dual focus on financial and strategic 

objectives by top performers showcases on the one hand the multiple benefits of 

corporate venturing in the management of innovation and on the other hand the need 

of financial returns to legitimize the venturing activities in the long run.  

The industry background shapes the strategic setup. Creating a window-on-

technology, which is a core factor in the Scouting goal, is most relevant in the Media 

& ICT cluster although it is generally considered important. This can be explained by 

the generally shorter technology life cycles in this cluster. Firms in the ICPS cluster 

show a stronger focus on ‘soft’ factors related to image and human resources native in 

the Image & Positioning goal cluster. This effect is particularly strong in the case of 

top performers in this cluster. Financial returns seem slightly more important in the 

Media & ICT cluster. A possible explanation is that some firms in this cluster invest 

in areas with fairly low technology intensity such as e-commerce, which are rather far 

away from their core business such as publishing, resulting in a stronger emphasis on 

financial returns than on other strategic goals.  

These results show that hypotheses 1 and 2 should not be regarded as opposing 

hypotheses. Rather firms should pursue a strategic and a financial orientation 

simultaneously, implying that both hypotheses can be regarded as confirmed. 

Although the financial perspective seems to have a stronger impact on performance in 

particular in the Media & ICT cluster. The lower impact of strategic orientation on 

performance is not surprising as it can be regarded as the common denominator of 

strategic corporate venturing.  The broad range of envisaged strategies by top 

performers leads to a confirmation of hypothesis 3 on strategic ambiguity. 

 

5.1.2 Performance Measurement 

Top performers measure the impact of their corporate venturing activity by a clear set 

of either qualitative or quantitative KPIs. While among the top performers none of the 
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CVC units in the sample had a dual focus, more than half of the underperformers had 

such. A dual focus is defined as a performance measurement using qualitative and 

quantitative measures at the same time. In addition, top performers have a more long-

term oriented planning horizon regarding performance measurement, which is 

relevant to measure the strategic value associated with the venturing activities. 

Quantitative performance indicators are more common in the Media & ICT cluster. 

This can be explained by their greater emphasis on financial objectives and their 

generally larger experience in venturing.  

All hypotheses concerning performance measurement could be confirmed and have a 

strong impact on overall performance. Hypothesis 4 suggesting the utilization of 

predefined performance measures can be confirmed as particularly top performers 

make use of clearly defined long-term oriented performance measures. The results 

indicated that firms do not have to decide between qualitative or quantitative 

measures. Rather the analysis revealed that they should stick to either mode meaning 

that hypotheses 5 and 6 hold.  

 

5.1.3 Process Capabilities  

In this study, process capabilities are primarily operationalized in the behaviour and 

attitude towards process speed and flexibility. This factor is shaped by strong forms of 

industry specifics. In the Media & ICT cluster, process capabilities, in particular 

investment speed but also process flexibility, are considered to be more relevant and 

should be part of the strategic setup. Regarding the actual behaviour, only around 

10% of the CVC units in the ICPS cluster regard their processes as being fast 

compared to around 60% in the Media & ICT cluster. When looking at decision-

making speed from the entrepreneurs’ perspective, one can see that founders expect it 

to be higher at CVC units compared to IVCs. This expectation is even significantly 

greater in the ex-post group of entrepreneurs33, which already had experiences with 

investors. 

                                                
33 The sample of the accompanying research on the decision criteria of entrepreneurs at their investor’s 
choice consisted of an ex-post and an ex-ante group. Entrepreneurs in the ex-ante group are these 
founders without VC experience. The ex-post group consisted of CEOs of start-ups in an advanced 
financing round.  
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Hypothesis 7 stating that process capabilities to increase investment speed are a 

crucial success factor can in principle be confirmed. This hypothesis is strongly 

influenced by the respondents’ attitude towards this success factor. Striking is the 

relatively low relevance of overall performance and the strong industry specificity. 

This factor is much more important for CVC units investing in the Media & ICT 

cluster. 

 

5.2 Investment Process 

5.2.1 Deal Sourcing 

Even though proactive and structured deal sourcing is broadly acknowledged, not all 

CVC units seem to have long-term oriented processes in this regard. Striking is the 

fact that all top performers pay remarkably more (around two times more) attention to 

sourcing of investment opportunities and the identification and definition of target 

industries, markets and technologies. Especially top performers in the ICPS cluster do 

recognize the need for a methodical approach in deal sourcing and in defining 

relevant technology and market targets. Long-term planning is most distinctive 

concerning the industry and market focus however not concerning deal sources. 

In general, deals are primarily sourced through the personal network whereas top 

performers concentrate further on deal sourcing via syndication partners. This 

network-dominated deal source structure suggests an opportunistic behaviour, which 

explains the hardly long-term oriented approaches in deal sourcing. The ICPS cluster 

scores the highest values in attitude regarding this issue, which can be explained by 

their limited experience in corporate venturing and the fast development of 

technologies in many segments of this cluster. 

The findings suggest that deal sourcing, defined as identification of specific 

investment opportunities and the general definition of market and technology targets, 

is a crucial success factor even though structured processes are partly still missing or 

underdeveloped. This observation could in principal also be observed for IVCs and 

thus holds for the entire venture capital market. 
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Hypothesis 8 can be confirmed and is a very crucial success factor with a high impact 

on performance in particular for corporations investing in the ICPS cluster. 

 

5.2.2 Syndication 

Syndication behaviour appears to have a positive impact on performance. Despite the 

general high level of syndication, especially top performers syndicate to a much 

greater extent than underperformers. Most noteworthy are the differences in attitude 

towards co-investments. Whereas a great majority of the top performers regards 

finding adequate co-investors a crucial challenge, this opinion is shared only by a 

very small fraction of the underperformers. Further, top performers tend to syndicate 

more than two times more often with other corporations. The fact that joint 

investments act more as an attribute of top performing CVC units, shows that these 

CVC units have realized the value added by diversified corporate venture support and 

diversified deal evaluation. Other perceived key benefits are deal referrals from co-

investors and the mitigation of risk. 

Compared to their independent counterparts, CVC units focus slightly more on joint 

investments with IVCs and other CVC units. However, CVC units take more than two 

times less often the lead in investments. This can be explained by their historical 

follower position. Taking the lead, meaning to take the dominant and coordinating 

position in the investment syndicate, is a further characteristic of top performers. But 

still less than half of the top performers do take regularly the lead in investment 

syndicates.  

The high significance of this factor on performance and the absence of industry 

differences indicate that intensive and proactive syndication is a crucial success 

factor. This result underlines the collaborative mind-set of the top performing CVC 

units, demonstrating that these CVC units have discarded the fear of competitive 

threats towards the idea of cooperative competition (known as “cooptition”). The 

importance of this success factor can also be confirmed from the entrepreneurial 

perspective. Entrepreneurs considered supporting the identification of co-investors as 

the most relevant support service, especially in the ex-post perspective.  
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Intensive and proactive syndication is crucial success factor without industry 

specifics. Hence, hypothesis 9 can be confirmed.  

 

5.2.3 Venture Support 

Intensive support seems not to limit innovativeness of the portfolio firms, as 

innovation-related strategies were generally complemented by comprehensive 

support. This finding contradicts the common presumption that innovativeness is 

disrupted by intensive support. However, the overall effect on performance is only 

medium. Nevertheless, hypothesis 10 on venture support can be regarded as 

confirmed. 

The most important support services from the CVC unit’s perspective are strategic 

and financial matters, research, sales and distribution. The industry context plays a 

major role in the type of support provided to the portfolio companies. Marketing and 

human resource support are for example much more relevant in the ICPS cluster as 

these issues are usually less broached by ventures in these industries, required skills 

are more special and marketing is more complex. Marketing is actually considered the 

most important support service after strategic and financial advice in the ICPS cluster 

while sales and distribution support is considered more relevant in the Media & ICT 

cluster.  

Analysing the entrepreneurs’ perspective on venture support two major findings can 

be derived: (1) Average satisfaction with the venture support is lower than the overall 

level of satisfaction with the general cooperation with the investor. However, the 

standard deviation is higher in venture support; (2) the overall level of satisfaction 

with venture support is lower for IVC- than for CVC-funded start-ups. These results 

are very surprising given that venture support was always a distinctive feature for 

CVC units towards IVCs, which was also confirmed by the higher ex-ante satisfaction 

values given to CVC units by entrepreneurs. In this context, it is noteworthy that 

venture support in general is regarded a less important decision criterion for 

entrepreneurs concerning the choice of investors than for instance the valuation of the 

venture or the reputation of the investor.  
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Opportunities of external partners’ involvement in venture support are not yet fully 

exploited, in particular in comparison to IVCs. The most important external partners 

in providing support are suppliers and other corporations and investors. This finding 

will be further discussed in chapter 6. 

Intensive and diversified venture support (hypothesis 10) is an important success 

factor in all industries. The overall effect on performance is however only medium. 

 

5.2.4 Exit Strategy 

Concerning exit strategies, no relevant impact on performance could be identified. 

Possible explanations are that the success factor itself has the character of a 

performance variable and that all CVC units simply aim for the best possible exit such 

as an IPO. CVC-based IPOs have yet been very rare in our sample and in the last 

years in general. Another possible explanation lies in the nature of strategic corporate 

venturing as most of the strategic value is generated in the pre-investment (scouting 

etc.) and the holding phase. The exit is relevant for the investor to realize the financial 

return or to finally integrate the venture into the corporation but it does not function as 

a classical success factor to identify performance differences among CVC units. 

The results indicate that a focussed and structured exit strategy has only a very limited 

effect on performance and cannot be regarded as a success factor. Hypothesis 11 has 

thus to be refuted. A different examination approach in terms of operationalization of 

the hypothesis could however have changed the result. 

 

5.2.5 External Collaboration 

The external collaboration factor aligns all activities of CVC units to incorporate 

external know-how and expertise into their investment process. The major difference 

to syndication is that there is no equity involvement. 

Only a minority of CVC units involve a broad range of external partners on a 

continuous basis in their processes; consequently only few do long-term planning in 

this regard. An involvement was regarded as continuous if the CVC unit incorporates 
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external partners in three out of four predefined process phases, namely deal sourcing, 

strategic due diligence, financial due diligence and venture support. However, top 

performers involve selected external partners such as other CVC units, IVCs, 

technology and industry specialists, business angels, consumers and lawyers in their 

investment decision. Consumers probably represent the most unexpected group of 

external partners involved in corporate venturing processes. How lead-users can be 

integrated is the subject of the next chapter. Further, top performing CVC units like 

IVCs, have a much more positive perception of the benefits derived from external 

collaboration. The potential of universities, incubators and consumers remains largely 

untapped by the CVC units in this sample. Beside the lack of trust, the integration of 

the external knowledge is perceived the biggest challenge in external collaboration, in 

particular by top performers.  

External collaboration has a medium impact on performance regarding the overall 

sample and hence the hypothesis 12 can still be regarded as confirmed. Especially, 

since in the Media & ICT cluster the impact on performance is strong and the topic is 

considered most relevant. This can be explained by the more developed venturing 

culture in this cluster.  

 

5.2.6 External Communication 

Given the general interest in increasing visibility, almost half of the respondents 

claimed that improving the corporate image is a primary goal. Top performers 

concentrate their communication on investment deal information and information 

relevant for networking rather than on the general interests of the corporation or the 

CVC unit. This behaviour is in line with their deal sourcing behaviour. Listed by 

importance, CVC units communicate via VC and entrepreneurship events and fairs, 

the CVC units’ website, print media, social media and venture capital associations. 

The communication of deals via social media and a proper website targeted at 

network partners is a distinctive feature of top performers.  

Similar to external collaboration, external communication is practiced and desired the 

most in the Media & ICT cluster. Communications of strategies seem to be under-

developed regarding the common focus of many CVC units on public relations. 
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Despite the differences identified between top and underperformers, the issue of 

external communication seems to be insignificant to success. Consequently, 

hypothesis 13 cannot be confirmed. This diagnosis is open for discussion in the next 

chapter, since this factor is strongly linked to other success factors such as deal 

sourcing, external collaboration and syndication. In addition, it is subject to recently 

emerging venturing approaches that are discussed in section 6.4.2. 

 

5.3 Internal Collaboration 

Converting and transferring the venturing output within the wider organisation is a 

key value driver. Thus, top performers consider building strong ties to the corporate 

parent and the BUs a major task. 

In this context, the ability of the top management to motivate BUs to cooperate with 

the CVC unit is positively correlated to performance. It is regarded a major point of 

critique on the corporate parent and a main challenge to CVC units. Top performers 

additionally criticize the lack in financial commitment and flexibility of the parent. 

Especially underperformers and younger CVC units have problems to manage 

expectations towards the top management. However, they do not regard internal 

communication as a major challenge. 

Successful CVC units give high scores to their parents’ ability to manage expectations 

and to create a long-term horizon for the venturing activity. Nevertheless, they still 

consider it as a major challenge. The fact that almost three quarters of the top 

performers regard encouraging long-term thinking and support by the CP as a major 

challenge - compared to one quarter of the underperformers - indicates that only top 

performers were able to identify this dimension for success. 

All hypotheses concerning internal collaboration, namely a close relationship between 

the CVC unit and the BUs (hypothesis 14), a close relationship between the CVC unit 

and the corporate parent/top management (hypothesis 15) and a general long-term 

planning horizon for the corporate venturing activity (hypothesis 16) had strong 

effects on performance and can thus be regarded as crucial success factors. This pillar 
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is the only one with a homogeneously positive effect on performance and is not 

subject to noteworthy industry specifics. 

 

5.4 Summary of Results 

Critical performance drivers are primarily found within strategic setup and internal 

collaboration. However, process phases such as deal sourcing and syndication have 

also a vital impact on performance. The relevance of certain success factor differs 

strongly from industry to industry. Based on this hypothesis 17 on industry specifics 

could also be confirmed. A summary on the status of all hypotheses is provided in 

figure 5-1. 

The great majority of the hypotheses could be confirmed and thus reflect the results of 

the focus interviews and academic literature. This is in line with Trommsdorff (1990, 

p. 2) who states that results of success factor research do not always lead to surprising 

output. Further, it could be concluded that there are significant differences among 

industries. These success factors – only relevant for companies with a similar 

structure and strategy – are known as factors of medium reach (Trommsdorff, 1991, 

p. 182). 
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Figure 5-1: Success Factor Framework 

Nr. 
Hypothesis Success Factor Construct 

Effect on 
Performance Industry Specifics 

 Strategic Setup   

1 Strategic Orientation Low - 

2 Financial Orientation High High in Media & ICT 

3 Strategic Ambiguity High - 

4/5/6 Performance Measurement High - 

7 Process Capabilities 
 

Low High in Media & ICT 

 Investment Process   

8 Deal Sourcing High High in ICPS 

9 Syndication High - 

10 Venture Support Medium  - 

11 Exit Strategy Insignificant - 

12 External Collaboration  Medium  High in Media & ICT 

13 External Communication 
 

Insignificant - 

 Internal Collaboration   

14 Relationship BU High - 

15 Relationship CP High - 

16 Long-Term Horizon High - 

    

 Moderating Factor   

17 Industry Specifics High  

Source: Author 
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6. DISCUSSION 

In this chapter the findings of chapter 5 are set into a wider context and discussed on a 

case basis. Afterwards, the theoretical and practical implications and potential 

solutions are deducted. A framework on venturing modes is built in order to anticipate 

future developments. An outlook on general innovation modes that can complement 

corporate venturing is given at the end. This is necessary to overcome deficits, which 

can be identified in the success factor analysis 

 

6.1 Strategic Setup 

The section will deduct and reflect the causes for the results derived in section 5.1. 

The discussion on the findings and their associated trade-offs will be enriched by 

findings of a sub-study and current academic literature. Guidelines for practitioners 

will be developed.  

 

6.1.1 Internal Alignment and Exploration of Goal Set 

Two major insights could be derived on goal setting. First, that top performers focus 

on a wide set of goals and second, that they do complement their innovation-related 

goal set by financial objectives.  

These findings indicate that CVC units have adopted lessons from the crises in the 

last decade and consequently shifted almost entirely from a purely financial to a 

strategic goal. Financial benefits are now primarily used to legitimate the venturing 

activities in the long run and, probably even more importantly, to remain a eligible 

partner for IVCs and entrepreneurs, as both parties might be threatened by a purely 

strategic focus. Exit-oriented entrepreneurs might refuse capital from these investors, 

only focusing on integration of the PCs and not targeting the most lucrative exit 

options such as IPOs since they fear that the financial value and hence their share in 

the company might not be maximized. A similar logic holds for IVCs. Their short- 

and mid-term orientation can conflict with long-term strategic goals of CVC units. 
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Hence, CVC units have to underline at least a partial focus on financial returns in 

order not to pay a premium as indicated by Hellmann (2002). 

Concerning the broad scope of goals, the major deficit seems to be the 

communication of the goals into the corporation – a process very crucial for assuring 

internal legitimation and a constant long-term support of the venturing activities by 

the corporate top management.  

The benefits of corporate venturing seem to be so diverse that CVC units are unable 

to make all internal stakeholders aware of the value added as well as finding adequate 

performance measures. Before the CVC unit is founded, all internal stakeholders 

comprising BUs and the top management should clarify their expectations regarding 

required deliverables and appreciated side effects. 

On the operational level the enforcement of the defined goal set has to be assured. 

The sub-study on goal setting investigated the relationship between stated and 

implemented goals. Therefore, investment managers were first questioned on their 

envisaged goal set. In a second step, the implementation of the goals within the 

venture portfolio was examined. The results demonstrated in this context that there is 

a considerable gap between the stated goals and the goals which are actually 

implemented. Common reasons might be the misalignment between corporate and 

CVC unit interests. For instance investment managers, since many are compensated 

by VC standards including profit shares and carried interest, are rather interested in 

driving short-term financial returns. However, the low financial contributions34 even 

of top performers, compared to other investment options with far lower risks, indicate 

that these are only of secondary importance for the corporations. 

A further outcome was that financial goals were always enforced whereas strategic 

goals lacked enforcement. Financial Returns are unambiguous and easily 

measureable leaving little room for individual interpretation in the decision-making. 

This suggests that goals are insufficiently operationalized leading to implementation 

                                                
34 Respondents usually handled statements on the financial contribution of their CVC unit rather 
restrictive. Punctual evidence from leading CVC units in the sample at hand, however suggests that 
IRRs range from 3% to 12%. Empirical evidence from US information technology companies (data 
collected from 1990-2002) states “the distribution of returns is wide and bimodal, with a third of the 
programs achieving IRRs of greater than 40% and an equal proportion with returns of -20% or worse” 
(Allen & Hevert, 2007, p. 279). 
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barriers. Further evidence is provided by the fact that these strategic goals, which are 

rather easy to measure and to identify after the investment is made, such as Access 

New Product & Technologies, where for instance a patent or production technique 

developed by the venture is acquired, are much easier to be implemented compared to 

other strategic goals.  

To sum it up, the crucial challenge in goal definition is to identify and define a 

strategic innovation related goal set for the corporation, to communicate it internally 

and to develop and define adequate corresponding measures. The latter will be 

discussed in the subsequent section. 

 

6.1.2 Adaptive Performance Measures Mirroring Strategic Value Added 

Performance measurement is a crucial success factor and a major challenge. 

Inadequate performance measurement, which does not reflect the strategic value 

added of the CVC activity, might cause the discontinuation of the CVC activity 

especially in times of corporate or economic crises. The results revealed that top 

performers focus either on qualitative or on quantitative performance measures and 

have a much longer time horizon on KPI planning. The dual focus of underperformers 

might represent an inability to translate all targets into quantitative measures. This 

finding strongly however contradicts existing literature, which states that quantitative 

metrics should be combined with qualitative operative measures (Haber & Reichel, 

2005, p. 259; Gnyawali & Grant, 1997, p. 77). 

When setting up the performance measurement, top management should consider not 

only output/outcome KPIs, but also process KPIs. With increasing venturing 

performance they might be able to translate the qualitative KPIs into quantitative 

KPIs. Figure 6-1 suggests a possible balance scorecard (BSC) for CVC units 

incorporating both strategic and financial measures. This helps making value added 

more transparent. It supports investment managers in communicating and linking 

strategies to quantifiable performance measures. A balanced scorecard for corporate 

venturing needs to serve both ‘customer groups’ of the CVC unit, namely the 

corporation and its BUs and the PCs, to support the different views of the 

stakeholders.  
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A BSC should have an open and flexible architecture to accommodate changes in 

metrics based on shifts in strategy or important external events (Bassen et al., 2006, p. 

424). According to Bassen et al. (2006, p. 425), a BSC is more suited to corporate 

venturing than financial ratios and discounted cash flows. Their major weakness is the 

limited standardization and possibility to transfer rules to other performance 

measurement instruments. The BSC specifically developed for CVC units by Bassen 

et al. (2006, p. 425) is based on four dimensions: (1) The financial perspective 

(EVCA, 1994; Gompers & Lerner, 1998); (2) The collaboration perspective (Block & 

MacMillan, 1995); (3) The process perspective (Faisst, 2002); (4) The knowledge 

perspective (Maula et al., 2003). In figure 6-1 these perspectives were updated 

utilizing the results of this study. For suggestions on concrete performance metrics for 

the BSC perspectives refer to section 2.3.3.  

 
Figure 6-1: CVC Specific Balance Scorecard 

 

Source: Author, based on Bassen et al., 2006, p. 425 

In line with Bassen et al. (2006, p. 435), this study concludes that there is no 

standardized way in measuring corporate venturing performance. Rather, a BSC can 

help to develop goals, performance measures and actions for each perspective, on 
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which basis personal objectives and corresponding incentives for all employees and 

stakeholders can be derived.  

 

6.1.3 Matching Capabilities to Industry Requirements  

The industry context plays a significant role in the development of process 

capabilities. Capabilities such as flexibility and speed are witnessed to be particularly 

relevant in highly dynamic industries with short product and technology life cycles 

such as the Internet industry (Media & ICT cluster) and the biotech industry. Further 

characteristics are fierce competition and smaller differentiation potential among 

investors. From an entrepreneur’s perspective this results can be confirmed as they 

regard investment speed as a crucial decision criterion. It is considered especially 

important by these entrepreneurs with VC-funding experience, which underlines the 

importance of this success factor.  

 

6.2 Investment Process 

The major focus of this section is the development of concrete behavioural guidelines 

for CVC units for the three core process phases deal sourcing, venture support and 

syndication. Therefore, the needs and desires of entrepreneurs are given attention. 

Emphasis is shed on leveraging the potential of external collaboration throughout the 

investment process. 

 

6.2.1 Long-Term Oriented and Collaborative Sourcing, Investing and 
Support  

Deal sourcing was identified as a crucial success factor. Especially pronounced was 

the attitude component in this success factor meaning that notably top performers 

consider deal sourcing a relevant challenge and identified a need for action. Deals 

were, apart from syndication partners, primarily sourced from the network following 

an opportunistic pattern. The examination also revealed that standardized and 

formalized processes are still scarce. This concerns both parts of the deal sourcing 
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process – the initial target market/technology definition and the subsequent 

identification of actual deal sources. 

A possible solution for the structured market and technology identification could be 

the development of technology radars. These could be frameworks of continuously 

updated technology clusters created in collaboration with the corporate parent and the 

BUs. The degree of the BUs’ integration should however depend on the strategic 

setup – in particular to which extent new markets and disruptive technologies are 

targeted, which could cannibalize existing BU operations. The attractiveness of 

markets should be defined under consideration of competitive forces, technological 

development and growth potential. Primary sources could be evaluations from 

recognized external experts. Recent market research techniques started to use trend 

signals deducted from automated screenings of social media to postulate market and 

technology development. Other tools to identify investment fields are tools based on 

ideation via open innovation (innovation competitions) platforms.  

The actual definition of deal sources is strongly dependent on the investment stage. 

For instance, direct deal sourcing in cooperation with technology transfer offices of 

universities; presence at VC events and business plan competitions is more suitable to 

source seed and early stage ventures. An initial contact between the entrepreneur and 

the investor has positive effect on a favourable decision of the entrepreneur towards 

this investor. This makes web-based business plan competitions, which usually create 

a positive word-of-mouth and an initial contact, a reasonable approach leveraging this 

effect. These competitions invite entrepreneurs to submit their business plans. 

Afterwards, the crowd preselects the ideas and a jury consisting of company 

representatives and investment professionals takes the final decision. Later stage 

ventures in contrast, might be more proactive in finding investors. Hence, they might 

approach investors directly or via brokers. In this case a strong network within the 

venturing environment and a clear positioning are rather important. Deal sourcing 

underlines the importance of social capital in corporate venturing, where activities are 

prolonged beyond the borders of the CVC unit. The topic of embedding the 

corporations’ venturing activity within the wider environment is further discussed in 

section 6.2.2.  
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CVC units, even top performers, seem to provide inappropriate support to their 

ventures in that sense that their support foci do not match the entrepreneurs’ 

expectations and the structural preconditions of CVC. Venture support has to be 

optimized in order to match the requirements of entrepreneurs as a consequence. In 

addition, the value added of venture support services has to be clearly communicated.  

Figure 6-2: Entrepreneurs’ Perspective: Comparison of Ex-Ante to Ex-Post Relevance of 
Support Services35 

Source: Author / Data: Accompanying research on entrepreneurs (n=53) 

Entrepreneurs value in particular ‘hard’ benefits such as the future access to capital 

(co-investors) and the access to suppliers and markets as can be seen in figure 6-2. 

These preferences are not the result of inexperience or naivety since the ex-post group 

appreciates them all even more. Possible arguments explaining this rejection of ‘soft’ 

support services, such as management support, comprising for instance human 

resources and operative management, can be diverse. One reason could be 
                                                
35 Results are based on the sub-study on decision criteria of entrepreneurs regarding their investors 
choice with n=53. Items are sorted by the average importance for CVC funded entrepreneurs. 
Entrepreneurs were asked to evaluate operationalized versions of these items on a 1-5 scale, whereas 
scales were anchored a 1= “not satisfied/not important” and 5 = “very satisfied/very important”.  
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entrepreneurial hubris meaning that entrepreneurs might be unwilling to admit the 

lack of management capabilities and experience fired by the fear to lose the exclusive 

control on the venture. Another possible reason, far more important for CVC 

managers, is the failure in communicating the advantages for the ventures or, even 

worse, the de facto lack of value added of the services offered to the ventures. One 

can observe that in direct comparison to IVCs, entrepreneurs attribute less 

competence in ‘soft’ venture support to CVC. A comprehensive network of external 

partners might compensate possible weaknesses in these support areas. But probably 

even more important is the active communication of the immanent advantages of 

corporate investors to IVCs, complemented by the possibility to leverage knowledge 

and power of IVCs by syndication. 

Syndication is one of the most uncontroversial success factors in this study. Joint 

investments, in particular as lead investor, are crucial characteristics of top 

performers. Frequent syndicators tend to choose partners who display a high level of 

mutual affinity. But non-ability high affinity collaborations can be costly and hinder 

performance, due to bad decision-making in the post-investment phase (Gompers et 

al., 2012, p. 1) Nevertheless, the top performers still regard finding adequate co-

investors as a challenge. Entrepreneurs share this challenge as the data from the 

survey on entrepreneurs indicates that finding prospective co-investors is the most 

important support service requested by the entrepreneurs. Entrepreneurs think long-

term and make initial investors access to future investors/co-investors a relevant 

decision criterion for the choice on the first investor. This decision is not unfounded; 

entrepreneurs in the ex-post group regard this criterion as even more relevant making 

it a crucial success factor. 

These findings imply for CVC units that they should showcase their network of 

potential co-investors and external partners in the venturing environment thus 

underlining their long-term focus and value added for the entrepreneurs. An 

exemplary schematic visualization of the complexity of venturing networks is 

depicted in figure 6-3. The dashed lines in the figure represent all ties created through 

the investment into a venture. In reality, these networks are usually more complex, as 

many more secondary stakeholders are part of these environments. Investment 

opportunities are located around all stakeholders. In this context, the development of 
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absorptive, connective and desorptive capacities (Lichtenthaler & Lichtenthaler, 2009, 

p. 1318) is in particular relevant. 

Figure 6-3: Schematic Visualization of a Venturing Network 

 

 
Source: Author 

 

6.2.2 Embedding Venturing Activities by Communication and Networking 

The analysis from the CVC unit perspective suggests limited relevance of external 

communication. This seems to be in accordance with the opportunistic deal sourcing 

behaviour of CVC units but it contradicts the general perception of entrepreneurs and 

the common focus on improving the corporate image.  

Figure 6-4, depicting the decision criteria of entrepreneurs for choosing an investor, 

indicates that soft factors such as reputation and trust are considered much more 

important by entrepreneurs than the actual initial valuation of the firm or the venture 

support. This is in particular important for these entrepreneurs characterized as lead-

users which value trust even more than other users. 

These findings hold for both, CVC and IVC investors and for experienced and 

inexperienced entrepreneurs, as the differences between the ex-ante and ex-post group 

are not significant. The only significant difference between CVC and IVC is that 

entrepreneurs regard intellectual property protection more relevant. This finding is 
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intuitive but in order to remove this structural disadvantage CVC units have to 

proactively address intellectual property issues.  

Figure 6-4: Entrepreneurs’ Perspective: Comparison of Ex-Ante to Ex-Post Investors Choice 
Decision Criteria34 

 Source: Author / Data: Accompanying research on entrepreneurs (n=53) 

The findings of the last paragraph strongly suggest that corporate venturing activities 

have to be deeply embedded into a comprehensive communication strategy. Figure 6-

5 indicates the relevant information acquisition channels from an entrepreneur’s point 

of view. Personal recommendations, the information exchange with more experienced 

entrepreneurs and the track record analysis are most important. These results imply 

that CVC units have to make sure to openly communicate the investments deal they 

made and to create a positive word-of-mouth in the venturing environment leading to 

recommendations by entrepreneurs and external stakeholders. In general, the sub-

study on entrepreneurs revealed that these entrepreneurs, who found their investor 

through their personal network/word-of-mouth, are more satisfied with their investors 
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in the retrospective. Therefore, an interactive dialogue including a larger audience 

beyond the core actors is important. For that reason the venturing activity has to be 

complemented by a continuous communication of investment interests (goals, 

intensions, investment foci etc.) and investment principles (agreements on knowledge 

and resource transfer, transparency etc.) shaping the profile of the CVC unit in the 

mid- and long-run. Postulating transparency, in particular concerning the dealings 

with intellectual property, is highly recommendable for CVC units. A further topic 

should be the complementarities of the CVC unit to the entrepreneurs’ business 

activity. Feasible best practices and communication modes concerning these needs are 

discussed in section 6.4. 

Figure 6-5: Entrepreneurs’ Perspective: Information Acquisition Behaviour in Investor 
Selection34 

 

Source: Author / Data: Accompanying research on entrepreneurs (n=53) 

 

6.3 Internal Collaboration 

Internal collaboration is a key performance driver. This result is hardly surprising as 

internal collaboration represents the core differentiation feature of strategic corporate 

venturing compared to IVCs. Having seen that the internal relationships and the long-

term focus are of crucial importance, this section discusses how internal alignment is 

and can be fostered and formalized within the CVC-BU-PC-triad. 
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6.3.1 Development of Internal Collaboration Mechanisms throughout the 
Triad 

An early integration of the BUs in the pre-investment phase seems to be crucial even 

though the autonomy of the CVC unit should be assured. Hence, collaboration with 

the BUs makes sense primarily after a pre-selection of the ventures by the CVC unit. 

A guideline for selecting these ventures by the BUs might be feasible; the general 

selection power should however be kept within the CVC unit. A concrete 

collaboration with the BUs would then start with the due diligence. BU involvement 

in the due diligence creates a first contact between the PC and the BUs as a means to 

benefit from the technological know-how of the BU employees. Investments are only 

made when a strategic fit can be identified between the PC and one of the BUs of the 

corporate parent. DSM Venturing for instance requires for each venture investment a 

specific sponsor, who is actually a dedicated contact person from the BU. The sponsor 

has to confirm the strategic fit by a letter of intend/contract. In spite of the early 

integration of the BU - and hence the corporate parent - into the investment process, 

the final investment decision should be made by the CVC unit as a veto right by the 

BU would limit decision autonomy and enforce moral hazard problems.  

After the investment, regular personal meetings with dedicated representatives of all 

members of the triad have to be organized. Representatives should be dedicated and 

sufficiently empowered in order to allocate clear responsibilities. Investment success 

is thus directly traceable and motivates the investment managers to encourage and 

facilitate collaboration within the triad. A seat of the investment manager in the new 

venture’s board strengthens the formal control. Concerning the structure of the 

contracts with the PC, approaches differed significantly. CVC units face the trade-off 

between detailed formalized contracts, defining the protection of intellectual property, 

the commitment of resources within the collaboration and respective milestones. 

Standardized contracts increase investment speed and can enhance trust. But 

formalization is difficult as specifications vary significantly among involved BUs and 

PCs and as it depends on the different types of collaboration opportunities such as co-

branding or joint product development. Transaction costs are the core barriers to 

intensive arrangements. 
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Figure 6-6: Internal Collaboration Mechanisms  

Between CVC unit and BUs Implemented Conceivable 

Pre-Investment BU involvement in deal flow matters 60% 100% 

 BU involvement in investment decision 20% 100% 

 BU involvement in the due diligence 60% 100% 

 Informal pre-investment agreement with BUs - 40% 

 Formal pre-investment agreement with BUs 10% 40% 

Post-Investment  Formal post-investment agreements with BUs 30% 70% 

Entire Process Meetings with BUs on a regular basis 50% 80% 

 Dedicated first contact person in Bus 50% 80% 

 Internal promotion of CVC unit 10% - 

    

Between CVC unit and PCs   

Pre-Investment Formal pre-investment agreement with PCs 60% 100% 

Post-Investment  Board seat in PCs 90% 100% 

 Meeting with PCs on a regular basis 100% 100% 

 Active involvement of investment managers 90% 90% 

 Monitoring of PCs on a regular basis 90% 100% 

Entire Process Dedicated investment manager as first contact person to PCs 80% 90% 

    

Between BUs and PCs   

Post-Investment  Dedicated first contact person to PC 10% 10% 

 Meetings with PCs on a regular basis 60% 70% 

 Formal post-investment agreements with PCs 20% 90% 

Source: Author / Data: Accompanying research - sub-study B (n=10) 

 

Table 6-6 lists potential integration mechanisms of CVC units and describes the 

differences between the mechanisms that are actually implemented and those that are 

theoretically conceivable. The table consists of three blocks representing the three 

core internal collaboration relationships in the triad. The gap between the 

implemented and the conceivable mechanisms is peculiar in the CVC unit/BU 

relationship.  

This gap is much smaller in the CVC unit/PC relationship, which makes clearly sense 

as it represents the fundament of the CVC units’ activity. The only remarkable in the 

CVC unit/PC relationship is that all examined CVC units regard formal pre-

investment arrangements as conceivable but only six out of ten implement them. Most 

of the respondents named only non-disclosure agreements as formal pre-investment 
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arrangements. The lack of formal pre-investment arrangements can be explained by 

the associated delay. Process speed is in many situations a critical competitive factor 

as various investors show interest in the same venture in many cases.  

In the BU/PU relationship the gap between implemented and conceivable formal 

collaboration mechanisms is again much larger. Possible explanations are the legal 

barriers associated with licensing of new products and technologies that come along 

with complex negotiation.  

In addition, the synergy potential among PCs was examined. Four out of ten CVC 

units actively encouraged the knowledge exchange between PCs. Six out of ten 

fostered cooperation among PCs and two out of ten enlarged the portfolio with a 

specific focus on future merger with existing PCs. Core obstacles for collaboration 

among PCs are primarily the high coordination costs and the difficulty of identifying 

synergies. 

To conclude, a gap between implemented and conceivable formal and informal 

collaboration mechanisms exists. Problems arise particularly, when the mechanisms 

involve business units. A cross-case analysis on the sample suggests that with 

increasing experience the firm identifies the need for formal collaboration 

mechanisms with the BUs. The not-invented-here (NIH) phenomenon and the fear of 

cannibalisation are major barriers. Further, the analysis proposed that the amount of 

mechanisms employed in all relationships within the triad increases as well with 

increasing venturing experience and the stated ambition of technology transfer. These 

insights are in line with the assumptions that formal agreements are the necessary 

precondition for knowledge transfer within CVC triads (Henderson & Leleux, 2005a, 

p. 88). Experience paired with the creation of an entrepreneurial culture, commitment 

and active communication reinforce a positive attitude towards collaboration (Rauser, 

2002, p. 209) and have a positive impact on performance (Thornhill & Amit, 2001, p. 

46). The type of collaboration-enabling mechanisms should always be adopted on the 

investment relatedness and the respective autonomy of the CVC unit. 
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6.4 Outlook on Corporate Venturing 

Having discussed the results and its implications of each pillar of the success factor 

model, this section will further operationalize the findings with short case studies and 

deduct implications for future developments. In this context a framework of dominant 

existing and upcoming venturing approaches is presented. Afterwards, a résumé is 

drawn on the opportunities to incorporate CVC and non-VC based innovation modes 

in corporate venturing. 

 

6.4.1 Success Factor Development  

Many of the success factors identified in this study – such as strategic ambiguity and 

deal sourcing, but also success factors of medium performance impact such as venture 

support and external collaboration – are neglected in or contradict the findings 

attained and collected in the corporate venturing literature (see figure 5-1, p. 132). 

This motivates the discussion on the prospective development of these success 

factors. 

Every success factor research should, after having identified the cause and effect 

relationships, postulate possible developments under specific circumstances (Herr, 

2007, p. 52). The following propositions are made on the development of success 

factors in strategic corporate venturing: 

 

• CVC units have to anchor their activities in the broader venturing network to 

shape the positioning of the corporation towards entrepreneurs. They should 

do so with a special regard to deal sourcing and to leverage the entire scope of 

envisaged goals. 

• Embedding and combining the CVC unit activities with other corporate 

innovation tools to define market and technology targets and develop their 

unique selling proposition in relation to IVCs become more important.   

• Using the communicative power and credible commitment of CVC, corporate 

venturing activities will overlap and have to be aligned with strategic 

marketing activities of technology-intensive firms. 
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The degree to which these developments influence the venturing processes depends of 

course on the venturing strategy chosen by the corporation. Therefore, this study 

intends to present a framework of venturing modes partially incorporating these 

developments. The limited availability of best practices in these regards lies in the 

nature of the novelty of some approaches. 

 

6.4.2 Classification of Best Practices and New Corporate Venturing Modes  

Despite the relatively low level of external collaboration and communication, a 

positive attitude towards openness could be identified, especially among top 

performers. Openness was operationalized by external collaboration and 

communication and by the attitude towards exemplary interactive venturing 

approaches. Further, intense syndication can function as an indicator for openness. In 

this context it is crucial to manage the trade-off between cooperative and competitive 

forces in the innovation process (Cassiman et al., 2009, p. 216). 

Aim of this section is to cluster current venturing best practices in order to deduct 

dominant venturing archetypes. The first dimension is relatedness of investments, as 

this appeared to be a core structuring dimension during the validation workshop. Low 

relatedness of the investments usually implicates higher risks as information 

asymmetry and knowledge lacks limit valuation capabilities. Based on the generic 

options of value creation (see figure 2-10, p. 30), CVC units with a focus on related 

investments are called Exploiters, investors in unrelated field Explorers36. This 

research is well aware of the fact that Exploiters might perceive their role in the long- 

and medium-run as well as exploring. But since Explorers are - in contrast to the 

Exploiters – exclusively venturing out in new business and technology fields this 

distinction seems nevertheless valid.  

Given the developments in theory and practice (see figure 2-17, p. 48) towards more 

open innovation processes, openness is the second structuring dimension. Notable is 

however, that few of the conventional corporate venturing programs, which represent 

                                                
36 Depending on the general perspective on innovation. Exploiter could also be referred to as Hedgers, 
as these venturing types define their very general goal as to cope with creative destruction in an 
Schumpeterian way by generating options to capitalize on potentially upcoming disruptive innovations 
and thus hedge their existing business operations. 
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the core of the sample at hand, score high values in terms of openness. Consequently, 

this venturing framework should rather be understood as an outlook on venturing 

modes. In the coordinate system, the y-axis ranges from open to closed whereas open 

venturing types are described as High Profile and closed as Stealth. Closed CVC units 

are defined as these units that draw only very limited public attention to their 

activities. Exemplary cases are examined in each quadrant of the system of 

coordinates: 

 

High Profile Exploiters 

This venturing type invests in related start-ups combined with an open interaction 

with the entrepreneurs. Currently, there are only relatively few cases of firms 

pursuing this venturing mode.  

The most prominent best practice identified is the General Electric (GE) 

Ecomagination program37. This program consists of targeted innovation campaigns, 

which are dedicated to specific topics, such as smart grids. At the time of research, 

three campaigns have been implemented. The campaigns are communicated via 

dedicated micro sites. Similar to web-based open innovation competitions, 

users/entrepreneurs can upload their ideas/business plans to this platform. Information 

can be consigned via videos, text or hyperlinks. The other users can evaluate the ideas 

via promote and demote buttons and comment on the ideas. At the end of the 

campaign, an expert jury consisting of GE representatives, IVCs and technology 

experts, evaluates the top submissions. The winners are awarded with VC funding 

from a capital pool fed by GE and a group of IVCs. These co-investors are openly 

communicated on the website. By showcasing their potential syndicate partners GE 

serves the entrepreneurs’ desire for information on future financing sources. This 

approach could be referred to as a CVC/open innovation hybrid. 

The core advantage of this approach is that the corporate brand can be leverage by the 

spirit originating from the start-ups. In addition, the investment activity can be 

                                                
37 Facts by 01/2012: 200 million USD capital pledge by GE and its IVC partners.1st challenge on smart 
grid started 07/2010. More than 75.000 users contributed with >3.900 ideas and >81.000 comments. 2nd 
challenge on home powering started 01/2011. 72.000 users participated with >900 ideas and >12.000 
comments. 
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communicated as part of the corporation’s social responsibility. A further benefit is 

the opportunity to scout the market for new businesses and technologies. The public 

evaluation functions as a valuable screening and preliminary due diligence. This is 

particularly interesting for markets and technologies, where consumer needs are rather 

undefined and technological capabilities of the incumbent firm are low. This means 

that the approach is less attractive for CVC units focusing on entirely related 

investments.  

 

High Profile Explorers 

Similar to the High Profile Exploiters this venturing mode is characterized by 

progressive and visible communication. However, in this approach the company 

invests in unrelated businesses. 

PepsiCo 10 is an example of a High Profile Explorer. By venturing out of their 

existing core business, the production and marketing of beverages, into new 

marketing vehicles by the means of an open communicative approach with 

entrepreneurs. As figure 6-7 shows, PepsiCo 10 is positioned close to the zero-point, 

as unrelatedness could potentially be even higher. An open request for participation 

was released via the dedicated Internet platform. An ex-ante announcement of a 

required syndication with IVCs is further indicator for openness. This program had a 

limited time frame however this is not a general precondition for this venturing mode. 

Advantages are obviously strongly comparable to the High Profile Exploiters. The 

low relatedness reduces the synergy potential but increases the potential value added 

for the corporation. 

 

Stealth Explorers  

Major goal of this venturing approach is the strategic option generation with the 

objective of identifying and building new business fields for the corporation. Hence, 

with its CVC activity the corporation tries to develop or at least to participate in 

disruptive innovations. In contrast to the High Profile Explorers, this is done rather 

invisibly.  



 151 

3M New Ventures has a strong focus on radical innovation aiming at targeting 

disruptive technologies and hence creating strategic value. 3M’s innovation strategy 

indicates that 3M New Ventures targets only new and disruptive technologies, 

services and business models to stimulate strategic growth by venture investments. 

Leveraging and expanding 3M’s core technologies and markets by organic growth 

and M&A is left to the BUs. Therefore, its venturing activities are highly unrelated to 

existing corporate business. Having a high CVC activity but currently a relatively low 

corporate syndication activity, they can be referred to as a maximizing isolationist. 

Only 3M New Ventures strong external collaboration behaviour positions them 

slightly upward the vertical axis. This approach of envisaging disruptive innovation 

requires more partnering with external experts, as internal knowledge on market and 

technologies is rather limited. Consequently, 3M New Ventures includes a pool of 

external experts in their decision making process via a formalized web-based 

platform. Even though some CVC units use process-supporting Internet 

platforms/software, this software is unique concerning the degree of integration. 

The core goal of this approach is to generate options for future strategic moves. 

Although corporate venturing allows doing this at relative low cost; implementing this 

approach is rather eligible for large corporations. Limited public interaction is 

explained with the limited value added of communication and the belief that valuable 

ideas can only be discovered by a proactive approach. Considering the long-term 

planning horizon underlying this idea, syndication, especially with financially 

motivated IVCs, is relatively difficult compared to other venturing approaches, as 

IVCs will tend to reap rather short-term capital gains. Internal collaboration and deal 

sourcing are the most sensitive issues in this approach. Sourcing investment 

opportunities in new technologies or future markets requires visionary thinking of 

investment managers. Valuation of the investment is respectively also more difficult 

due to a lack of experience concerning markets and technologies. Internal 

collaboration is obviously important for the PCs but in this approach internal 

resistance of the BUs is high, so that it is difficult to identify synergy potential. As a 

result, the CVC unit’s management has to develop specific internal collaboration 

mechanisms and incentives appropriate for unrelated investments. 
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Figure 6-7: Dominant Venturing Approaches 

 

 

 

Source: Author 
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Related investments require strong internal collaboration capabilities. The fit to the 

BUs has to be carefully examined. Relational ties to the BUs have to be strong so as 

to optimize synergy potential and to overcome problems such as NIH syndrome. The 

limited publicity of this approach is especially interesting for these companies with 

limited exposure to end consumer and these industries were the popularity of brands 

and the corporate image is less important. 

This typology of dominant venturing types has some limitations. The best practices 

presented are only to some degree comparable, as they differ for instance in terms of 

their time horizon. Moreover, for some venturing types, especially for the open ones, 

the overall population is extremely small. Ergo, the word “venturing approach” has to 

be used with restrictions. Nevertheless, this research assumes these venturing types to 

become more common in the future as they offer solutions to challenges identified 

during the examination of the success factors.  

 

6.4.3 Typology of Innovation Modes 

Openness and embeddedness of the venturing activity is the major credo of the 

discussion at hand. Witnessing that top performers are significantly more open than 

underperformers judging by their tendency towards intensive external collaboration 

and communication, they still lack behind IVCs in terms of openness.  

This final section in the outlook on corporate venturing briefly describes and 

discusses complementing and alternative stand-alone innovation modes relevant to 

CVC units in order to determine whether they can be integrated in or complement 

traditional strategic corporate venturing approaches. The presented approaches 

support deal sourcing and focus development processes, foster the embeddedness of 

the CVC unit and help to integrate the activities within the venturing environment. 

Nearly all of them are most suited for large corporations due to the high degree of 

specialization and the associated costs. Most of the presented innovation modes are 

separate organisational units whose concept is anchored in CVC and open innovation 

theory. Some of these modes have already been described in a case context in the 

previous section. Pros and cons are discussed and modes classified in terms how they 
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function as a strategy or marketing tool. An overview of the innovation modes is 

provided in figure 6-8.  

Figure 6-8: Typology of Innovation Modes 

 FOCUS DEVELOPMENT 
Ideation and Market / 
Technology Definition 

DEAL SOURCING 
Generation of Investment 
Opportunities 

VENTURE SUPPORT 
Holding and Developing 
Ventures 

R
A

TH
E

R
 M

A
R

K
E

TI
N

G
 F

O
C

U
S

   
   

   
   

   
   

   
   

   
   

   
R

A
TH

E
R

 S
TR

A
TE

G
IC

 F
O

C
U

S
  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Legend    Dashed lines indicate that no VC-funding is involved 

Source: Author 

In this figure, innovation modes are clustered in two dimensions: (1) By the 

respective investment process phase, putting special attention to the definition of 

market and technology fields, the actual generation of investment opportunities and 

the nurturing and development of the ventures; (2) They are ordered on a continuum 

between value added to strategy and marketing. This illustrates whether the 

innovation mode provides a strategic value added to the CVC unit (and the 

corporation) or if it is rather a tool to communicate corporate interests and to create 

awareness. This typology comprises only innovation modes dedicated to or 

complementing external corporate venturing. The classification of the items is based 

on a subjective evaluation of the author. Distinctions between the marketing and 

strategy focus are meant to be tentative. 
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In the focus development phase, obvious goal for the CVC unit should be the 

identification of relevant market- and technology-fields. This phase was put in front 

of deal sourcing in order to separate the development and definition of investment 

targets in terms of generic markets and technologies from the more general deal 

sourcing construct. Developing an understanding of how markets and technologies 

tend to shape trends by the means of trend research represents a major cornerstone of 

the focus development. This unit generates insights for instance by the analysis of 

secondary research/reports and explorative analysis of social media data. Later, 

internal and external experts could further discuss insights generated by this unit. In 

this context, closed lead user panels and innovation summits are eligible 

organizational formats aiming at bringing together consumers and internal and 

external experts for a structured brainstorming and knowledge exchange. Innovation 

summits are one-off events, where the corporation invites public and private research 

institutes and interested entrepreneurs. They might be most suited for complex topics 

and bring together for instance representatives of BUs and suppliers as well as 

external experts. CVC units can also participate in innovation summits organized by 

third party service providers. Lead-user panels are structurally similar but more 

relevant for industries with high consumer involvement. Due to their close and highly 

integrated character these two innovation modes rather generate strategic value added. 

Incentives for participants are usually allowances or of intrinsic nature. Open ideation 

platforms strongly involve general consumers, which are intrinsically motivated. As 

these modes address a wider audience in a more informal way, they are more likely to 

create awareness. These approaches require more selection efforts by the organizing 

parties. Compared to innovation summits and lead-user panels, the value contribution 

based more on a marketing perspective. All ideation formats can be targeted or non-

targeted, meaning that they are dedicated to a specific format. In addition, they can be 

initiated one-off, regular or some of them also on a continuous basis. 

 

The primary aim of the deal-sourcing phase is the identification of concrete 

investment opportunities. At innovation summits the task of the CVC unit would then 

be to identify direct investment opportunities or to initiate new style joint ventures. 

But obviously these summits are most suitable for market and technology definition. 

Business plan competitions are open requests for investment proposals usually 
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dedicated to a specific topic. Based on leanings from web-based open innovation 

platforms, selection processes in business plan competitions can be implemented 

partly by users; the final decision is then made by a jury consisting of investment 

managers and corporate representatives. They are highly comparable to innovation 

competitions (ref. section 2.2.3.3). In this regard, the study revealed that practitioners 

currently still controversially discuss the value added by these approaches. Innovation 

communities (ref. section 2.2.3.3) can indirectly lead to investment opportunities. Top 

solvers in the community can be encouraged to pursue their solution in a separate 

venture. Due to the presumably small output of investment opportunities, their 

benefits can rather be allocated to the marketing components. All these modes have in 

common that they can create a positive word-of-mouth, sharpen the position and 

leverage the image of the company. 

 

Venture support comprises all activities involved in nurturing and developing the 

portfolio companies. Innovation labs, such as the Deutsche Telekom Laboratories (T-

Labs), are usually associated with the exploration of new technologies and business 

models. In practice, they frequently serve as a magnet to entrepreneurs and hence are 

the ideal breeding ground for new style joint ventures. Further, they can support 

existing portfolio companies. A comparable concept is innovation centers such as 

Evonik’s Creavis. Depending on the definition, they function as a physical hub for all 

innovation activities which include conducting basic research and venturing. In 

contrast to innovation labs, they are more committed to fundamental research tasks 

related to exiting technology platforms. Therefore, they can perfectly help to support 

and challenge portfolio firms in particular in technology intensive ventures. These 

units are usually allocated on the intersection between strategic and marketing 

activities. This concept is widely known among the great majority of the respondents 

and was attested a high value added.  

Corporate incubators can either be virtual internal incubation programs or physical 

incubators also providing office space and facilities to the ventures. Internal 

incubation programs are parenting a set of pre-selected ventures and let them grow 

close to or inside the corporate boundary. PepsiCo 10 (ref. 6.4.2, p. 148) is an 

example of a corporate venturing initiative which mainly operates as internal 

incubation programs. Physical incubators are currently experiencing a renaissance 
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after they have been widely discarded due to their high costs. For instance the 

Deutsche Telekom launched the incubator Hub:raum in summer 2012 which they 

operate in addition to their CVC unit (T-Ventures) and their innovation lab (T-Labs). 

Usually, representatives of the BUs and external experts function as mentors. Well 

networked in the entrepreneurial community, incubators represent perfect deal 

sourcing partners for CVC units. Start-ups surviving the incubation period have a 

‘seal of quality’ reducing the risk for the CVC unit. Micro seed funds are different in 

character as they grant more autonomy to the ventures. Most of them have in common 

that they provide a small lump-sum investment for a fixed amount of shares in the 

venture. For CVC units, the cooperation with or the creation of micro seed funds 

extents their coverage of all investment stage- and process-phases. Investment stage 

diversity enhances the CVC unit’s valuation capability and improves its selection of 

PCs with strategic potential (Yang et al., 2009, p. 261) Micro seed funds cover also 

the focus development phase as their very small investments function as samples for a 

new market and technology focus of the CVC unit. Assessment and networking 

events of micro seed funds, such as the globally operating London-based seedcamp, 

can further act as indicator for technological developments. Follow-up financing 

rounds on seed investments are ideal investment opportunities for established CVC 

units. Further, their mentoring programs are touching the venture support phase. 

These seed stage-focussed approaches are rather rare in practice, but are recognized 

and valued by a majority of top performing CVC units. All three approaches 

presented in this paragraph can be technically managed as a separate fund by the CVC 

unit. 

 

In order to stress the already comprehensive nature of conventional corporate 

venturing, it is also filed among the possible additions and complements to extent 

corporate venturing processes, which are depicted in the figure 6-8. But in particular 

in the focus development phase, corporate venturing can make use of open innovation 

techniques to make corporate venturing processes more ample. Especially non-

equity/non-VC approaches can work very directional for CVC units. Internally, they 

will further strengthen the perception within the firm that CVC is a crucial component 

in outward directed corporate innovation processes. Externally, they will enhance the 

image and positioning of the corporation as an innovator and hence stimulate a word-
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of-mouth, favourably affecting the climate in the entrepreneurship scene for future 

CVC investments. Within the deal sourcing and venture support phases, which the 

CVC units do already extensively cover, micro seed funds and incubation units can 

complement activities. Making use of seed financing, they function as a risk reducing 

pre-selection process for future CVC investments again generating a positive 

publicity. Innovation labs, innovation centers and corporate incubators should be 

close collaboration parties for CVC units. Their access to state-of-the-art technology 

developments can be supportive in terms of deal sourcing. Probably even more 

importantly, innovation labs and centers can present possible collaboration partners 

for the PCs. However, the alignment of the corporate innovation organs with the CVC 

unit can foster the BUs’ fear of cannibalization by external innovations. 

 

6.5 Limitations and Future Research 

A further validation of this study based on a larger sample, allowing to derive 

statistically valid results, could be the subject to future research. Comparable and 

quantifiable performance data would obviously advance the outcome. The same 

applies for longitudinal data, especially regarding performance measurement. 

Concerning the implications derived in the discussion, and preceding the synopsis of 

corporate venturing and open innovation a cross-case analysis of the venturing modes 

would be interesting. Potential foci could be the suitability to certain industries and 

investment stages. Therefore, the growth of the population of open venturing 

approaches has to be waited. The very rarity of these concepts does not allow drawing 

generalizable conclusions. 

In this context, further exploration and an in-depth analysis of the compatibility and 

complementarities of corporate innovation modes would be fruitful. Similar to 

venturing modes, their applicability to different industry contexts would be 

interesting. 
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7. CONCLUSION AND IMPLICATIONS 

In this final chapter the implications of this research are aggregated and answers to 

the research questions are given. The following section summarizes relevant success 

factors for establishing and running a CVC unit. In section 7.2 the implications for 

academia are discussed.  

 

7.1 Managerial Implications 

The goal of this research was to understand the differences between and respective 

implications of strategic and non-strategic corporate venturing. Before dealing with 

the specific success factors, it has to be understood that the underlying premise of 

strategic corporate venturing is that value added is multifaceted and benefits occur 

frequently indirect and deferred. 

When setting up a CVC unit, managers should define their aim using the entire scope 

of the goal matrix, as pursuing multiple goals at the same time has no negative impact 

on performance. In order to assure internal support, financial returns should not be 

neglected even though they are not a primary goal. This is particularly important in 

the Media & ICT cluster. Performance measurement should be either based on 

qualitative or on quantitative measures. Adequate performance measures have to be 

defined individually for each CVC unit. With increasing venturing experience, 

performance measures seem to change from qualitative to quantitative measures. 

Depending on the CVC units venturing environment – length of technology/product 

life cycles and fierceness of competition – fast and flexible processes have to be 

established.  

Concerning the investment process, deal sourcing and syndication turned out to be 

two of the most crucial success factors. Deals are sourced on an opportunistic basis 

from the personal network and formalized processes, also in defining market and 

technology targets, are rare. In this context, the study outlines possible solutions 

rooted in open innovation theory. A broader involvement of experts, lead-users and 

consumers is postulated. Side effects in terms of marketing would increase. 

Syndication is strongly interrelated with deal sourcing as particularly top performers 
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use it as major deal source. They strongly focus on joint investments with other 

corporations and IVCs. In accordance with Anokhin et al. (2011, p. 141), top 

performers can be considered as minimizing centralists because they take 

significantly more often the lead in investments. This indicates that they are still in a 

learning position, which is enhanced by the fact that IVCs are (lead-) syndicating 

even more extensively. The potential syndication network should be progressively 

communicated as it represents a major decision criterion for entrepreneurs seeking an 

investor. In the post-investment phase, it could be seen that CVC units provide a 

broad range of support. In the industry-dominated ICPS cluster, support services 

consisted, apart from conventional strategic and financial know-how, primarily of 

‘soft’ support types such as marketing. Surprisingly, entrepreneurs have higher 

expectations and confidence in support provided by IVCs in all non-resource-related 

areas. This implies that CVC unit managers have to examine how they can leverage 

and exploit their supposedly naturally stronger support capabilities. A general 

reflection of the investment process suggests that CVC units should further observe 

and learn from their independent counterparts, and devise their differentiation 

potential and specific value added. The effect of a specific exit mode or strategy on 

performance could not be observed. 

The knowledge transfer process, subsumed under internal collaboration, had the most 

consistent positive effect on performance of all three pillars (strategic setup, 

investment process, internal collaboration) of the framework. Top performers had the 

most positive attitude and behaviour in creating relationships with the corporate 

parent and the business units, which were anchored, in a long-term planning horizon. 

Nevertheless, conceivable formal mechanisms seem to exist predominantly between 

CVC units and portfolio companies. CVC managers should perceive the development 

of mechanisms to overcome the resistance of business units as a core challenge. It can 

only be realized with a strong long-term oriented support by the corporate top 

management.  

Overall, the CVC units have to break down internal and external barriers to the 

venturing activity through extensive internal and external communication. This 

process has to be supported by the creation of collaboration mechanisms and an 

innovation–oriented culture. A strong external network with co-investors, industry 
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experts, but also with innovation sources such as universities and public and private 

incubators, add to deal sourcing, the evaluation process and to venture support. This 

study suggests that a major source of inspiration to foster collaboration can be web-

based open innovation tools. In addition, the potential of complementing CVC 

activity by other innovation modes should be explored. The network perspective, 

inherent to open innovation, can stimulate venturing processes. Immanent evaluation 

mechanisms of open innovation tools are a further advantage. Opinion leaders and 

multipliers dominate the venturing landscape. Hence, a less obvious but still not less 

important benefit of embedding the CVC activity in the venturing environment is that 

it produces spillover effects, which enhance the corporate image and support, for 

instance, corporate recruiting processes. Using corporate venturing for corporate 

marketing is thus strongly recommendable. Only with a comprehensive perspective 

on corporate venturing in terms of processes and involvement of corporate functions, 

long-term performance can be optimized.  

 

7.2 Academic Implications 

This explorative study approaches the topic of strategic corporate venturing from a 

multidisciplinary viewpoint, aligning the innovation, strategy, organizational, 

entrepreneurship and marketing perspective. Multiple stakeholder perspectives such 

as the entrepreneurial and the IVC view are incorporated in the analysis. The result is 

a unique comprehensive success factor framework. The academic value contribution 

of this research is multifaceted:  

Primarily studies on single success factors could be enriched by contextualized 

examination of the factors. In addition, success factors such as deal sourcing, external 

collaboration and communication, which hardly found attention in academic literature 

so far, are now exposed to discourse.  

Implicitly these factors underline the relevance of social capital and relational capital 

in innovation processes. The discussion of web-based or social media-based 

approaches in corporate venturing covers a currently debated topic, which is attested a 

strong research need to (Teten & Farmer, 2010, p. 28).  



 162 

Methodologically, the work contributed to success factor research in research fields 

such as innovation management where performance is difficult to grasp as effects are 

often indirect and deferred and performance data is missing. The study reacted to this 

challenge by assessing performance based on continuity and activity coupled with 

multi-source validation procedures following the grounded theory approach. 

This dissertation underlines the role of corporate venturing in innovation processes. 

By building a bridge between CVC and open innovation, it examines a very recent 

development in corporate venturing practices and contributes to the understanding of 

these two concepts. It concludes that open innovation theory can be integrated into the 

corporate venturing concept. Classifying corporate venturing into a typology of 

innovation modes, considering the collaborative and communicative dimension of 

corporate venturing further advances the theory of web-based open innovation types.  

Adding this new view extends the conventional perspective primed by Chesbrough 

(2003, 2006), which regards external corporate venturing as a vehicle for inbound 

open innovation. New perspectives are needed to develop open innovation theory 

more fully (Gassmann et al., 2010, p. 213). In this context Gassmann, Enkel and 

Chesbrough (2010, p. 215) developed a range of perspectives on open innovation. In 

this regard, this study concludes that the integration of the tool perspective, the user 

perspective and the cultural perspective of open innovation deserve academic 

attention and should be incorporated into corporate venturing. The recognition of 

web-based open innovation platforms is the core component of the tool perspective. 

Web-based innovation tools enable the integration of lead–users into innovation 

processes on a global scale and are hence closely related to the user perspective 

shaped by von Hippel (1987, 2005). 

Finally, the role of corporate venturing in corporate marketing could be stressed by 

underlining the importance of the convergence of innovation management by CVC 

and marketing - that is marketing of innovation. This is reflected in the development 

of a framework of venturing modes. 
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