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Abstract

Objectives: The eBusiness firm is a unique human creation that can be described by generic concepts and models, for organization theory development and to be applied in entrepreneurial practise. In this inquiry, a growth model of Natural Driving Forces is presented and discussed, both in terms of its theoretical foundations and applicability in practise for the eBusiness firm. The key research questions are: What are the critical success factors for growth? What significant business and organization development factors are involved and determine success and failures? 

Prior work: This work is a continuation of the exploratory and empirical case-study research on Scandinavian eBusiness firms during 2004-2006. It was first presented in a research paper at ISBE 2006; The eBusiness Firm: Growth and Internationalization. 

Approach: The theoretical approach is inter-disciplinary and the main frame of reference comes from Strategic Management, Organization Theory and recent theory and research on International Entrepreneurship. The selected method uses triangulation as a mean for forming and validating the model. The research involves longitudinal case studies of international eBusiness firms, comprising deep-interview observations and interpretations, as well as the analysis of secondary data. 

Results: This Research Paper and inquiry presents a novel growth model for the eBusiness firm. This model of Natural Driving Forces argues that there are four generic factors involved in the successful development of eBusiness firms. These factors are interrelated and their contingencies are either fit or misfits. The main result from the longitudinal case studies is that the strategic and structural transformations necessary for sustained growth, is dependent upon how misfits in Natural Driving Forces have been managed by the eBusiness firm.  

Implications: This research on critical success factors and growth has important implications for the emerging field of International Entrepreneurship. It refutes the classical and academic separation of Strategic Management and Organization Theory, for the context of eBusiness and SME firms. Instead, this research proposes a need for an integrated business and organization perspective upon further theoretical and empirical research in International Entrepreneurship. 

Value: The knowledge of critical success factors for growth is important to all entrepreneurs, for their strategic leadership and executive decision-making. An understanding of the Natural Driving Forces model contributes to this area of mainly heuristic learning. Moreover, this inquiry adds value to the stream of academic research aiming towards a new paradigm for the entrepreneurial firm, based upon its unique context in the modern global economy 
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1 The Entrepreneurial Firm and eBusiness

The importance of entrepreneurship and SME for the global economy has never been greater than today. Lower barriers to entry and lower transaction costs, less vertical integration and increased outsourcing, new technologies unfit to stagnant corporate cultures, increasing demand for differentiated products that require small scale manufacturing, and growing service industries are only some reasons for the SME sector’s increasing share of the economy in most nations (Reynolds et al., 2002; Autio et al., 2005). 

Opportunity based SME firms are characterized by their business ideas and technologies. The perhaps greatest platform for new entrepreneurial opportunities in recent times has been and still is the Internet. Merging information technology and the web standards has formed new eBusiness firms, conducting their business activities over the web with suppliers and customers online. It has also conversed ordinary businesses into a great variety of e-Business hybrids, with radically new developments and redesigned organizations. For an eBusiness, distance is always at the fingertip of all staff and there is no difference between local and global B2B and B2C transactions on-line. Through the effects of technology, borders of industry and markets are increasingly permeable. In today’s interdependent value-chains, the network metaphor is more apt for business transactions as aggregates as well as business relationships. 

eBusinesses operate on the forefront of these dramatic trends, tearing down the borders of nation statistics and SIC-codes. Competitors, suppliers and customers are no longer distinct classes of actors for the eBusiness firm. One common weakness in academic SME research is that this segmentation issue is seriously undervalued. Within the exploratory research on SME internationalization conducted in this inquiry, not one single empirical study taking segmentation beyond geography as a determinant factor has been identified. This has major repercussions for relevant and valid analyzes of eBusinesses since, due to the Internet, the basic premises of geographic segmentation has become flawed. Psychic distance is much less an issue of nation-state defined cultures or distance in the eBusiness firm. Differences between business segments are no longer symmetric with geography. Relevant business segments are across nation borders. In this inquiry, internationalization and growth theory are, therefore, treated as synonyms. One phenomenon cannot be studied without the other anymore.

Methodology

This inquiry originates from empirical case-research on the growth and internationalization processes of 32 eBusiness firms in Scandinavia, during the period 2004-2006. The main objective was to elucidate the main themes for the growth of eBusiness firms, to determine a relevant conceptual framework to this new and important context. To present such a theoretical argument, we shall here provide insight into what type of models that are required to analyze the situation and performance of eBusiness firms.

The context of eBusiness has, methodologically, several important limitations. The sector is new and emerging; all eBusiness firms have been operating less than ten years. Moreover, eBusiness firms exist within all traditional industry sectors. Hence, they have both common and different features, which make them difficult to study as a fuzzy set of SME’s, and without any possibility to make statistically significant quantitative analyses. More importantly, there is a lack of both theoretical and empirical research for eBusiness firms, which consequently makes any empirical endeavour an exploratory effort. Given these contextual limitations, the selected methodology for this inquiry is triangulation and the combination of multiple approaches and methods, in order to overcome the shortcomings of quantitative data and intrinsic biases that may come from a single method. 

Consistent with Yin (1984), we therefore apply both data and methodological triangulation. Initially, past and existing growth-phenomenon oriented Strategic Management and Organization Theory was explored, as well as internationalization theory and the status of the International Entrepreneurship field. The basic empirical research approach was to select eBusiness firms from as different industry sectors as possible, both success-cases and failures, including bankruptcies, and located in three countries; Sweden, Norway and Denmark. For these eBusiness firms a common longitudinal case-study approach was applied to establish a common conceptual framework and tentative explanatory models, as well as to formulate a set of main hypotheses.

The main hypotheses were further investigated using three sources of evidence: direct observation during company visits, deep-interviews with entrepreneurs and management, and the investigation of company documents, such as business plans, organization charts and policies. Arguments refuting existing theory and underlining new concepts and models, uses examples from the developments of theses eBusiness firms, linking theory with practice. 

2 Theoretical Underpinnings

Theories of the firm do not plunge right into business practice, tabular rasa, to develop a particular point of view. Rather, they are contextually and paradigmatically constrained. The lineage of the concept of ‘the firm’ is historic and continuous, and so are its theories. The dominating context for mainstream Strategic Management and Organization Theory has always been the diversified corporation and industry specific markets and competition. From an entrepreneurial firm perspective, this is a serious limitation in scope, especially for the context of eBusiness, since most eBusinesses compete across traditional industries, operates in multiple markets and are only successful in relation to their own unique combination of segments. eBusinesses cooperates and competes with the same firms, over time. In fact, the most innovative ventures tend to change and open up what have been historically enclosed industries (Normann, 1977). Therefore, the modern eBusiness practice clearly refutes the classic but static Strategic Management models as a framework for explaining the growth of the eBusiness firm (Porter, 1980; 1985).

The growth of the firm

There is ample understanding in Organization Theory about the challenges to adapt and change the firm’s resources; what is commonly termed management of growth (Penrose, 1959; Greiner, 1972; Normann, 1977). From this perspective, growth is achieved through adapting and using excess capacity resources, solving bottle-necks and exploiting business opportunities. While most proponents of the resource dependency theory avoid specifying what the resources of the firm are in practice, some regards knowledge as the most important resource (Barney, 1991; Grant, 1996). The firm has an absorptive capacity to recognize, assimilate and exploit knowledge (Cohen and Levinthal, 1990; Lane and Lubatkin 1998).

Forms of external co-operation are also enhancing growth, by sharing critical and complementary resources and capabilities. Industrial SME firms and corporations have, traditionally, used licensing of technology and products, and joint-ventures in international business development. According to Pfeffer (1981), organizations manage their growth through acquiring control over resources to decrease external dependency, or acquiring control over resources to make other organizations more dependent upon them. Within the IT industry and for eBusinesses, this vertical and horizontal channel-power struggle has been deemphasized. Instead, alliances and partnering have become popular means to geographic market penetration and growth. Referrals to partners on company websites is increasingly becoming marketing tools, what was before often regarded as business secrets.

The s-curve and life-cycle models are popular means to present the growth and development of the firm in pre-determined phases. The common hypothesis is that the critical success factors differ more between phases than within (Kazanjian, 1988; Aaker, 1989; Prahalad and Hamel, 1990). Implicitly, the tautological life-cycle model that everything has a beginning and an end, with patterns of growth and decline in-between, is indicated throughout the growth process literature, but the critical success factor hypothesis is yet to be verified empirically. No empiric attempt has been made to explain the interdependencies between such life-cycles and the critical success factors by phase of development for the firm. 

Internationalization theory

From its inception with the seminal study of Stopford and Wells (1972), internationalization research has focused on the corporation, the mature and diversified large firm. The variety of theories range from transaction cost analysis (Williamson, 1985; Zhao, Luo and Suh, 2004), the resource-based theory (Barney, 1991; Erramilli, 1991; Erramilli et al., 2002; Ekeledo and Sivakumar, 2004); institutional theory (North, 1990; Scott 1995) and the eclectic theory (Dunning, 1993; 1999). The common focus of these theories has been on the market entry mode, in search for an explanation to why corporations grow internationally and what logic is behind these decisions. In many ways, Dunning (1993; 1999) synthesizes corporate internationalization theory into a combination of ownership, localization and internationalization, with ownership being the firm specific resource based view, localization being institutional arguments and internationalization referring to transaction cost explanations. A common weakness among all these theories is that they all assume rationality in the management decision-making involved. This is contrary to the empirical evidence in this inquiry, in two important regards. eBusiness firms don’t regard internationalization, per se, as a decision to confirm or deny. More or less, all the eBusiness firms in this study are inherently international, while only a few may be regarded as ‘born globals’. Secondly, there are fundamental differences between entry mode decisions, depending upon which national market is involved.  

International Entrepreneurship

Especially in countries with small domestic markets like in Scandinavia, the growth of the SME firm is synonym with internationalization. Relying on the behavioral theory of the firm (Cyert and March, 1963), Johansson and Valne (1977) developed an empiric model describing the choice of market and entrance when internationalizing Swedish manufacturing firms. It was noted that initial efforts were made in adjacent markets to the domestic, primarily by exports and sales agents, then by own sales-subsidiaries. Further geographic market penetration came at a much later stage, as did investment in foreign production units. Similar findings have been confirmed in Finland, but stressing the experiential knowledge perspective (Luostarinen, 1979) and in Norway (Gronhaug and Kvitastein, 1993). Also, American researchers have concluded that small firms must be well established and successful, domestically, before commencing internationalization (Bilkey and Tesar, 1977; Erramilli and D’Souza 1993) and that, primarily due to limited resources, internationalization is a step-by-step process, beginning with exports and is gradually expanded to market entry (Buckley, 1979). Shrader (2001) studied US high-tech SME’s and found that firm size was significantly related to mode choice, with smaller firms primarily exporting. Burgel and Murray (2000) studied high-tech UK firms and found that smaller firms exported and larger preferred distributors. Because of the complexities involved, there are always collections of internal and external factors that determine the internationalization process of individual firms (Fillis, 2002). No single factor stands out as key, even though scarcities of especially human and financial resources tend to limit the extent of internationalization (Bell, 1995). 

Other researchers refute the traditional internationalization process model (Andersen, 1993; Bell et al., 1998; Jones, 1999). Bloodgood et al. (1996) stressed that industry conditions required an early international presence for the firm, while Preece et al. (1999) found that small market niches in domestic markets and high R&D costs required the firm to grow internationally already in the early stages after formation. The international new ventures, or ‘born globals’, framework was developed based on the opinion that SME firms seek to derive competitive advantages from the use of resources and sales in multiple countries (Oviatt and McDougall, 1994). These entrepreneurial firms approach to internationalization was opportunistic (Stevenson, 1984; McDougall et al., 1994). By internalizing transactions, relying on alternative governance structures, advantages gained from foreign locations and unique resources, internationalization fostered growth and success. In a similar mode, another trend in internationalization theory of technology-based new firms has focused on obtaining valuable contacts from their networks of relationships (Kogut and Zander, 1993; Coviello and Munro, 1997). Autio et al. (2000) also recognized that young firms can learn, adapt and innovate more rapidly in new and dynamic environments than mature corporations. Therefore, for young SME firms and eBusinesses in particular, internationalization is foremost a self-reinforcing pattern, imprinted in company behavior. The barriers of communication and transportation have been reduced, market segments have become more and more homogenous across nation borders, international financing is increasingly available and, perhaps most importantly, suppliers, customers, management and personnel know more languages and have greater international experience than ever before. The future of eBusiness, conducted on the web in whole or part, is inherently global. 

Overall, the academic knowledge of International Entrepreneurship is fragmented and for a variety of reasons. The field is multi-disciplinary and involves a great number of more or less interdependent and fuzzy phenomena on several system levels of study. In spite the fact that the number of determinants is great and interdependent, empiric research on entrepreneurship and its critical success factors still tend to test phenomena in isolation (Davidsson, 1992; Storey 1994; Wiklund, 1998), even though many realize that no single taxonomy captures all relevant variables (Vesper 1980; Gartner et al., 1989). It appears that the core of the problem is an insufficient conceptual and model framework for an applied SME growth theory to guide further empirical endeavors. 
3 The eBusiness Firm

The eBusiness firm needs resources in order to confirm capabilities, while it destroys resources with a lack of capability. Therefore, at the time of founding and during the start-up phases of development, the eBusiness firm is, foremost, characterized by lack and out of balance resources. Exploring eBusiness firms, four relevant groups of resources have been identified (Exhibit 1). 
	Resources 
	Definition



	Technology
	The immaterial and physical assets upon which the business is founded and developed



	Information
	The knowledge embedded in software programs and customer, supplier and partner information



	Personnel
	The staff developing, managing and administrating other resources

 

	Cash
	The financing of operations and output from operations




Exhibit 1. The Resources of the eBusiness Firm (Bohman, 2006)

Technology, as a resource, refers to the physical and immaterial assets upon which the eBusiness is founded and developed. There are several important distinctions to be made here. Technology used in a venture, but not owned and controlled by the firm, is no technology resource. eBusiness ventures using high-technology, in effect, can be low-tech or no-tech firms. Technology can also always be liquidated at a price. Hence, patents and licenses are resources, while accounting items such as goodwill and activated development costs are not. 

For an eBusiness, information is an especially critical resource, since external communication with customers, suppliers and other partners to a larger extent is made on-line, and through software agents, than for the traditional SME firm. Important knowledge is, therefore, embedded in two main strands of the eBusiness firm’s information resources; the enabling software programs and the data-base information about customers, suppliers and partners. 

All eBusiness ventures spend a lot of cash on personnel resources. Recruitments are major investments and the personnel resource must be continuously trained to perform its tasks. Financing of operations is an equally critical activity for all eBusiness start-up’s and ventures. The financial resource is cash and the difference between a negative and positive cash-flow operation is a fundamental funding problem to be solved. 

A note on knowledge

In this model, knowledge is no resource, per se. It is embedded in technology, information and personnel resources. Personnel with knowledge that has not been transformed into technology resources are only human resources that can leave the firm with their personal and tacit knowledge any time they want. Equally important, only when the system architecture and source-codes are fully documented and controlled, the personal knowledge has become an information resource. Numerous eBusinesses have been hurt by this key-man fallacy and some have even failed, when it turned out that the critical technology and information knowledge had left the premises.

The core of the eBusiness firm

Technology, information, personnel and cash does not merely represent a ‘bundle of resources’. If involved in a viable business activity, the whole eBusiness firm is more than the sum of its resources. Rather, in the early stages of the eBusiness firm, the resources are the conditions for creating a core that can develop the necessary capabilities to manage and develop themselves. Learning from mistakes and successes in the process, the core represents a more and more unique identity with established own values and policies that make the firm more effective and efficient than the market mechanism.

The most important part of this process is the development of a business-concept. Transforming an idea to a proven business-concept, presupposes a core and sufficient resources. The difference between a strong and a weak business-concept lies in its reproduction capacity. The capability to use resources, in order to develop a viable business model and to grow with a clear trajectory, requires a coherent business concept and a strong core of the eBusiness firm.

4 The Natural Driving Forces Model

In the mainstream academic world, Strategic Management and Organization Theory are mutually exclusive bi-partitioned research elements; like a dichotomy. No inquiry can belong simultaneously to both paradigms and theory belongs to one or the other. In reality, the firm is both a business and an organization. Therefore, we entertain the opinion that modeling the dynamics of the eBusiness firm must integrate the business and organization development perspectives. These are no opposites; rather, they are interdependent and overlapping.

The Natural Driving Forces (NDF) model (Exhibit 2.) stems from this axiomatic starting point (Bohman, 2006). It describes the main types of internal sources to dynamic changes for the eBusiness firm as a whole and its parts. ’Natural Driving Force’, as a concept, differs from all other forces effecting the eBusiness firm ideal-type. First of all, they are inherent, either manifest or latent, but relevant at all times. They are also mutual and interdependent and, most importantly, they are codes and catalysts for business growth and organization transformations. 

	Natural Driving Forces
	Business Development
	Organization Development



	Growth Factors
	Diversification


	Differentiation

	Balancing Factors
	Consolidation


	Integration


Exhibit 2. The Natural Driving Forces Model (Bohman, 2006)

Business development, which refers to the activity of ‘doing business’ and all the exchange processes between the eBusiness firm and its environment, has two main driving forces; ‘diversification’ and ‘consolidation’. Diversification forces refers to the extent the firm’s products and services, customers and markets are different and segmented, while consolidation forces refers to the extent the firm’s business activities are related and coordinated. 

‘Organization’, here, refers to a structure of tasks, with parts and a whole, and the exchange processes within the eBusiness firm, which is characterized by continuously changing functional task-structures and evolving internal exchange processes. Generically, the NDF in organization development are ‘differentiation’ and ‘integration’. The first use of these concepts was in Whyte (1962), while the ingenious definition of ‘organization, as differentiation and integration’ comes from Lawrence and Lorsch (1965). In the NDF model, differentiation is defined as; the extent the firm’s functions and processes are separated between organizational parts of the whole, while integration forces refers to actions that are strengthening the core.  

Contingencies, fit and misfits

In this inquiry, relationships between key-factor concepts from contextually relevant models are termed contingencies. Contingencies have greater information value than the sum of the number of parts in a model. They can either be fit, neutral or misfit. A fit contingency is symbiotic and synergistic. Neutral contingencies are fuzzy, while a misfit contingency is conflicting and blocking. 

5 Hypotheses

The first phase exploratory longitudinal case-study research of the 32 eBusiness firms established four common phases of developments; from formation to reaching a multiple business corporate structure (Exhibit 3). 

	1st Stage


	Forming and Functional Structuring of Organization

	2nd Stage


	Development of Multiple Structures, Branching Out 

	3d Stage


	Reproduction of a Single Business Concept and Model

	4th Stage


	Diversification into Multiple Businesses


Exhibit 3. Stages of Development of the eBusiness Firms

Based upon this developmental structuring; three main hypotheses were formulated.

H1 
Different Natural Driving Forces are leading factors at different stages of 
development of the eBusiness firms.

H2
The contingencies between Natural Driving Forces are different, which affects 
and is 
important for the development processes of the eBusiness firms. 

H3
The concepts of fit and misfit, applied to the Natural Driving Forces contingencies, can be 
used to explain successful and failing eBusiness firms. 

In total, these hypotheses were expected to confirm or refute the relevance of the NDF model for eBusiness firms as a fuzzy set of SME’s. Given a confirmation, they should indicate a series of empirical quantitative research areas, as soon as the available objects become large and established long enough to enable significant results.

6 Results

It is, perhaps, tautological to claim that business performance is dependent upon the business activities, but for the eBusiness firms in this inquiry, this has proven to be a significant observation. We refer business activities to ‘the actions of firms in business networks’, referring to actions in ‘networks’ instead of ‘markets’ or ‘industries’. This is, we claim, an important distinction. While, we have not found any reference to this definition in the academic literature, the concept is surly not novel in business practice. There are some important points to make on the formulation. First of all, we refer to all actions. The business perspective of the eBusiness firms is not only about outputs, or input-outputs, in vertical channels and the transactions involved. The actual signing of contract and sending an invoice is preceded by series of actions, which historically was viewed as internal staff issues and overhead costs, and not business operational. For an eBusinesses, it is no longer viable to separate them as before. The functional barriers of an eBusiness are more permeable than in the traditional SME organization structure. R&D is an important part of marketing in technology eBusiness firms. Modern trading oriented eBusinesses view purchasing as a contributor to sales and not, merely, as a cost function. Quality in customer services is reflected throughout the organization. Not the least, the increasing use of cross-functional project teams in eBusinesses is confirming this trend. 

Common characteristics of successful firms

During the forming stage, the most important and common factors of all the successful eBusiness firms analyzed in this inquiry are the conscious development of a coherent business-concept and business model. Not only are the business-concept and models readily presentable and communicative, they represent and strengthen the core of the firm. In all their business activities, the eBusinesses personnel are consistently reproducing behavior according to concept and within the framework of a defined process model. Hence, there are five key contingencies in forming a new eBusiness firm (Exhibit 4). The business-concept defines the business, it elucidates the questions ‘what’ and ‘why’ the eBusiness firm does its business in certain predetermined activities. The answer to the question ‘how’ the business activities are organized we term the business model. The business model is reflected in the website structure, with its interactive communication with the customers. This process is built in order to enable an ease of use, to excel in relevance to customer needs; the value proposition, and to provide a professional presentation of the offerings in terms of products and services. 

Typically, in successful eBusinesses all these contingencies were fit and reinforcing, while all failing firms had one or more misfit contingencies. Most common were misfits between the core of resources and the business model. Imbalances of individual resources, then, caused changes in the business model and, within time, the business-concept was no longer coherent and different types of vicious circles could be identified. It shall be noted that in this study, it was equally common and dangerous to have excess resource capacity than constrained. Especially the cases which went bankrupt did so, either because of excessive technology which diluted the core, or excessive cash resources which lead to high burn-rates and other operating inefficiencies in the business model. Hence, a concluding key factor to success from observing the forming stage of the eBusiness firms, in this study, is that the key contingencies must be fit and coherent.
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Exhibit 4. The Key Contingencies in Forming new eBusiness Firms

Confirming hypotheses

In all respects, the empirical research clearly confirms the formulated hypotheses. Not the least, this was verified by the selected deep-interviews with entrepreneurs and managers of the eBusiness firms. In spite of the differences in business activity, and the products and services provided, there was a strong indication towards a common framework for the development processes of both the business and the organization. Even though there were different time-perspectives between the stages, all the participating firms went through the same key strategic and structural questions and, depending upon the decisions made and capability to implement such decisions, had different results and performance. Exhibit 5 summarizes the four phases of development and establishes causal relationships between the NDF and each phase, whereby certain conditions are shown to reinforce and lead to the next, distinguishing the NDF model from spurious relationships and confirming an internal validity. As for external validity, there are ample reasons to establish the scope of the NDF model to the set of eBusiness firm. Based upon our experience from the case-studies, further generalizations can also be possible, if confirmed through empirical analyses, perhaps enlarging the domain to all SME’s. 

H1 
Different Natural Driving Forces are leading factors at different stages of 
development of the eBusiness firms.

During the forming stage of a newly established eBusiness firm, the business focus is to consolidate business activities and to develop and establish the business concept. It is about proving the concept in practice and to set the stage for break-through and growth. In parallel, the organization is established with its business model, which is a differentiation endeavor, specifying all the firm’s processes and allocating responsibilities among the personnel. 

The 2nd stage for the eBusiness firm concerns a branching out, from one to several locations. This is, primarily, a geographical and subsequent customer diversification, since it involves a move from a single to multiple market presence. A successful geographical diversification requires, for the first time, a conscious strengthening of the core of the eBusiness firm, especially the technology resources which may not lead to a parallel product diversification. This integration effort is required in order not to weaken the business concept. The identity of the eBusiness firm must be enhanced, in spite of being established in multiple locations. 

The 3d stage is a penetration process, which seems to be most important for sustaining the successful growth of the eBusiness firm. Our inquiry clearly confirms a need for consolidation of the business concept during this increased market penetration. It is a very different situation to manage one business concept in multiple international markets, than to realize that each international market requires too much local adaptation and differences in company policy and business models. It is, of course, required to adapt the business model from what was during the initial phases, with a completely centralized business model. The key to success during this differentiation of the organization is to establish which processes are central and which ones are distributed. Decentralized processes must also be structured in terms of an acceptable variety in local adaptation. This also seems to be a key factor in terms of international market selection, making priorities for markets where market segments are more homogenous and alike across borders. 

	1st Stage

“Forming the Firm”


	2nd Stage

“Branching Out”
	3d Stage

“Penetration”
	4th Stage

“Shred Out”

	Consolidation

to develop and establish the business concept 
	Diversification

into multiple geographical markets
	Consolidation

to sustain business concept focus 
	Diversification

into multiple business areas to sustain growth

 

	Differentiation

to develop and establish the business model
	Integration

to strengthen the core of the firm  
	Differentiation

to establish central and distributed functions, and adapt the business model 
	Integration

in order not to weaken the core of the firm, with multiple business models   


Figure 5. Leading NDF by Stage of eBusiness Firm Development

Thus, it seems that all the successful eBusiness firms have clearly established international market priorities more on the basis of fitness in their own business-concept and resource contingencies, rather than the relative attraction of an international market as an independent opportunity. Customer-pull forces are continuously evaluated as potential modes for market entry decisions. It can be the “piggybacking” with key accounts or the accumulation of export sales to significant volumes that, eventually, triggers the entry decision. Or it can be the transformation of a distributor partnership to a joint-venture, merger or acquisition. 

The 4th stage is the shred-out from being a single to a multiple set of businesses. Few of the observed eBusinesses has reached this stage, with the exception of a few failing firms that had the common characteristics of weak business concepts but excess of cash resources. At the same time, most eBusiness entrepreneurs seem to have a clear understanding and awareness about what will be considered the basis for separating the business activities into multiple profit-centre based business areas. Either, the basis is a new innovation from R&D, significantly enlarging the technology resources, or it can be the separation of different channels of distribution. In both cases, there is a product diversification involved, while not necessarily in geographic and customer terms.

H2
The contingencies between Natural Driving Forces are different, which affects 
and is 
important for the development processes of the eBusiness firms. 

This inquiry has clearly confirmed that the contingency between business diversification and organization differentiation is mutually transitive. More diversification leads to more differentiation, and vice versa. These two reinforcing factors are positive feedbacks and both the cause and the effect of growth. Limitations on differentiation can reduce market potentials. This is what many of the eBusiness firms in this study have experienced. For example, web-based business models for more expensive and complex products seem to require local representation in international markets. Equally for diversification, limitations on product and service assortments, such as lack of adaptation to overcome language barriers and national preferences, have had the same effect. Buying behavior on the net seems similar to retailing. Scope and attraction in the offer is clearly important. The one-stop-shopping argument is also valid for eBusinesses. 

At the same time, no eBusiness firm can maximize business diversification and organization differentiation and expect the ultimate business success and growth. Rather, it would be a sure way to disaster. In fact, the bankrupted case-studies confirmed that they all underestimated the counter forces and balancing factors in the NDF model; business consolidation and organization integration. Hence, the case-studies validates that the growth and balancing factors comes in pairs for each phase of development (Exhibit 5.). Increased business diversification is balanced by parallel increased organization integration. And, increased organization differentiation is balanced by parallel business consolidation. These balancing contingencies are non-transitive in character, which means that they are necessary but not sufficient for continuing growth. 

H3
The concepts of fit and misfit, applied to the Natural Driving Forces contingencies, can be 
used to explain successful and failing eBusiness firms. 

The case-studies in this inquiry can all be described and explained in terms of fits and misfits in the NDF contingencies. Over time all the eBusinesses had misfits, while the main difference between firms was the capability to identify and act upon them, in order to sustain coherent configurations of contingencies. This capability of eBusiness firms is similar to the management capability to implement strategic and structural transformations in large companies and diversified corporations. It requires an integrated change program of both business and organization.

All actions within the eBusiness firm that relates to the NDF model, have degrees of warrant that are dependent upon other actions. Maximizing degrees of warrant on each individual action is therefore not, per se, consistent with success and sustained growth as a whole, while more unity in actions and ‘fit in all contingencies’ is always better than less, at any given time. Hence, we can affirm that the fuzzy concept of ‘coherence’ is relevant in establishing the position of the eBusiness firm as a whole.

Conclusion

The Natural Driving Forces of growth; business diversification and organization differentiation, involves decisions and actions for the development of the eBusiness firm. Business consolidation and organization integration forces are balancing factors in the same processes. The successes and failures, problems and their solutions can, effectively, be researched through contingency analyses of fit and misfits between the NDF and the core, during each phase of development for the eBusiness firm. Hence, we claim that the leadership of the eBusiness firm is about nourishing business diversification with appropriate differentiation of the organization in terms of structure and processes, sustaining adequate means of integration and selectively introducing consolidation phases, over time.
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