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Objectives

The aim of this paper is to both develop existing knowledge of strategic and structural approaches to corporate venturing, and to understand how these strategies and structures affect the roles of corporate senior managers, SME management teams and third parties.

Prior Work

Issues regarding individual roles and support such as the role of compensation practices (Siegel et al., 1988, Block and Ornati, 1987), the influence of CV champions (Day, 1994), relationships and ‘fit’ between parent and venture (Miller et al., 1991, Sorrentino and Williams, 1995, Thornhill and Amit, 2000, Chesbrough and Socolof, 2000, Kuratko et al., 2004); and forms of CV (Siegel et al., 1988, Miles and Covin, 2002, Campbell et al., 2003). However despite the efforts made, and different methods utilised, understanding of key issues such as relationships, roles and factors affecting learning in CV remain quite limited (Miles and Covin, 2002, Zahra, 2005b).

Approach

In order to understand how practitioners’ roles and relationships are constructed in corporate venturing 45 practitioners from a range of multinational companies, related high-technology SME's and third parties took part in individual semi-structured telephone interviews. These interviews were thematically analysed to understand how individuals construct their personal roles and relationships.

Results

Interviews yielded rich data, and interim results suggest that a complex range of strategies were developed by corporates based around the perceived need to create financial and strategic value based around scalable innovation projects. Both corporate managers and SME managers felt their role to be exciting and challenging, but were conscious of the friction between entrepreneurial action and corporate systems. While SME managers tended to see their roles as both entrepreneurs, managers and intermediaries, corporate managers tended to perceive themselves as fund managers, entrepreneurs and venture capitalists.

Implications

By focussing on both corporate strategies and structures, and roles and relationships, this paper develops the understanding of corporate venturing by illustrating the complex variety of approaches that corporates might undertake and the various purposes and intentions that participants may have in engaging in this practice.

Value

This paper, while updating on previous work on CV structures and strategies, also goes someway to meet the call to understand how CV creates tensions in organisational priorities (Zahra, 2005) and attempts to understand how participants deal with the unusual working practices in which they engage. While of use to researchers, this paper should also help practitioners understand how others deal with their everyday practice.

Background to Corporate Venturing
According to Zahra (2005) there is general agreement amongst scholars of the subject that Corporate Venturing (CV) is one of the key dimensions of corporate entrepreneurship, (being the pursuit of entrepreneurship within existing firms) which may also include organisational innovation with resulting new product development, and strategic renewal with the potential for the re-imagination of an organisation (Guth and Ginsberg, 1990). CV may be external or internal in focus (Keil, 2004, Miles and Covin, 2002). In its internal context, CV has been described as new business development within an existing firm (MacMillan and Block, 1995) with the potential for the creation of corporate start-up businesses developed and potentially spun-out of the corporate parent by internal employees (MacMillan et al., 1986) who are frequently referred to as ‘intrapreneurs’ (Antoncic and Hirisch, 2003, Pinchot, 1985). In its external context, CV has been described as the process of corporate investment in minority equity stakes in smaller unquoted companies for financial and strategic gain (McNally, 1995). Corporations undertaking external venturing have often further been defined as utilising ‘corporate venture capital’ (CVC) (Siegel et al., 1988, Sykes, 1990, McNally, 1995, Dushnitksy and Lenox, 2006) and research in this context is largely focussed on the sources and uses of financial investment in external firms as a form of venture capital, though it is also worth noting that the use of venture capital techniques for both internal and external ventures has been observed in recent research (Miles and Covin, 2002, Campbell et al., 2003, Chesbrough, 2006).
While interest amongst researchers in CV has developed over 30 years, it has been acknowledged that practice amongst corporations in the United States in this areas has mirrored the history of the US venture capital industry going through three specific ‘boom and bust’ cycles; 1965-1974, 1979-1987 and 1994-2002 (Gompers, 2002, Allen and Hevert, 2007). While it has been acknowledged that during these cycles numbers of corporations engaging in CV and total investment through this has ‘spiked’ (Gompers, 2002), it has also been noted that activity has significantly increased from one cycle to the next. As an example, following the end of the flurry of activity during investment in the most recent cycle (the internet or ‘dotcom’ bubble), numbers of corporations taking part in CV reached highest recorded levels at the height of the boom, but significantly decreased at the end (Birkinshaw et al., 2002). 

Despite cyclical investment, it is also noted that some corporations have continued to invest in those CV programmes considered to be successful even in ‘bust’ periods, as a way of doing business (Campbell et al., 2003). Early research suggested that corporation’s initial interest in CV related to financial and strategic goals such as fostering innovation, generating strategic renewal and obtaining windows on technology and markets (Sykes, 1990, Thornhill and Amit, 2000). More recent work argues that CV has increasingly been utilised as a way of capitalising on new alternatives to traditional approaches to innovation and internal corporate research & development (R&D), such as joint ventures with or acquisitions of SME’s, university-based collaboration and harnessing from internal R&D under-utilised ‘spill over’ technologies and intellectual property for uses external to the corporation (Gompers, 2002, Chesbrough, 2006).

Issues which have been of particular interest to researchers include factors affecting financial and strategic performance and the implications of this to the firm (MacMillan et al., 1986, Sykes, 1990, Gompers, 2002, Dushnitksy and Lenox, 2006, Allen and Hevert, 2007), relationships between performance and environmental context (Tsai et al., 1991, Zahra, 1993) issues regarding individual roles and support such as the role of compensation practices (Siegel et al., 1988, Block and Ornati, 1987), the influence of CV champions (Day, 1994), relationships and ‘fit’ between parent and venture (Miller et al., 1991, Sorrentino and Williams, 1995, Thornhill and Amit, 2000, Chesbrough and Socolof, 2000, Kuratko et al., 2004); and forms of CV (Siegel et al., 1988, Miles and Covin, 2002, Campbell et al., 2003). However despite the efforts made, and different methods utilised, understanding of key issues such as relationships, roles and factors affecting learning in CV remain quite limited (Miles and Covin, 2002, Zahra, 2005). While researchers have largely tried to build their research on the work of others, the changing nature of CV practice over time may be partly to blame for the concern that “solid theoretical frameworks and empirically grounded, managerially useful prescriptions involving corporate entrepreneurship have not progressed as quickly as enthusiasm for the practice” (Miles and Covin, 2002, p.22).

Approaches to the research of CV have largely utilised a mixture of quantitative and qualitative methods. Quantitative research has largely utilised survey schedules, that have tended to be drawn up through interviews and existing literature, but have typically relied on small survey sample responses from corporate CEO’s and CV unit managers (MacMillan et al., 1986, 30 responses, Siegel et al., 1988, 52 responses, Sykes, 1990, 31 responses). The other major quantitative approach to studying CV has been through analysis of financial investments and returns mainly through the utilisation of annual reports and venture capital databases, though the usefulness of some of these results in evaluating the performance of CV programmes in achieving financial and strategic gains, has been limited (Allen and Hevert, 2007). Qualitative research has generally been conducted in the form of case studies of individual CV programmes, utilising interviews with CV managers and CEO’s and publicly available documents. While later research has attempted to evaluate multiple cases, only Miles and Covin (2002) have detailed any attempt to use empirically-grounded techniques in performing their analysis. 

While researchers have attempted to capture the views of CEO’s, senior corporate managers and CV unit managers, the driving focus has tended to be understanding and supporting the activities of large organisations. Despite drawing conclusions about the role of other parties, little attempt has been made to understand the views or needs of venture founders, managers and staff (intrapreneurs) in a CV context, or those of external agents involved in CV such as venture capitalists, consultants, and small business managers and staff (with the notable exception of McNally (1995)) though calls have been made to address this gap (Chesbrough, 2006). 

Corporate Venturing Strategies
Although organisations that wish to encourage innovation could be content to create an environment where employees freely experiment with ideas, the theories of intrapreneurship can be utilised to a more far-reaching extent. Macrae (1976) suggested that something akin to free market entrepreneurship within the corporate organisation would be the preferred route. In effect, this principle was that individuals or groups, known as ‘intrapreneurial teams’, within the business became autonomous from the organisation and become a business in their own right, thus forming looser relationships with the parent company and becoming a ‘business within a business’. Macrae (1976, 1982) and Pinchot (1978) took this concept one step further, by suggesting that rather than being officially generated by the organisation, internal businesses could be initiated and run by employees without instruction from the organisation; intrapreneurial teams would become intrapreneurial organisations.

The concept of entrepreneurial strategies has traditionally been focussed around the concept of an existing employee creating new value within the organisation (Amit, 2000), effectively an ‘employee as entrepreneur’. However there has also been a move towards the organisation acting as a venture capitalist, either bringing external entrepreneurs into the organisation, effectively an ‘entrepreneur as employee’ or developing a close relationship with an external small business, by both taking a financial stake in the business and forming a strategic alliance which may include technology transfer (Morck & Yeung, 1999, Miles & Covin, 2002, Morris & Kuratko, 2002). 

This idea of utilising external relationships in corporate venturing can be extended from a form of venture management to alternative forms of support for the parent organisation. Miles & Covin (2002) mention that organisations, rather than having a direct intervention themselves, could use venture capitalist firms to support their internal or external venturing, by assisting in identifying the right ideas to invest in, externally or internally, and providing seed funding for these new ventures or creating tailored funds for institutional investors. Chesbrough (2003, 2006) has argued that CV has been increasingly utilised by organisations as part of a wider ‘Open Innovation’ strategy whereby organisations utilise both unutilised intellectual property from research and development, as well as their financial resources, to develop opportunities with external partners, including large and small organisations as well as venture capitalists, to create value. This may be through licensing, alliances, acquisition and either internal or external corporate venturing.

Relationships in Corporate Venturing

Siegel et al (1988) argue that one of the biggest obstacles in corporate venturing is the incompatibility of corporate and entrepreneurial cultures. It can be difficult for intrapreneurs to find support for their ideas amongst peers and managers in what can be a highly political atmosphere in an established company (Block & MacMillan, 1993, Pinchot & Pelman, 1999). Intrapreneurs who do develop ventures may be concerned about the extent to which these may be subverted to satisfy corporate objectives (Siegel et al. 1988), yet the relatedness of a venture to it’s parent does not necessarily equate to venture success (Sorrentino & Williams, 1995). Chesbrough & Scolof (2002) indicate that both scientists and external individuals recruited into a venture may prefer it if the parent organisation adopts a venture capitalist model in terms of the relationships which are developed with ventures, though of course this may not align with the organisations overall culture and expectation, and that venture managers may be focussed on maximising personal financial returns regardless of the resultant effect on the parent organisation. Despite the potential for divergent objectives between venture managers and the parent organisation, Thornhill and Amit (2000) argue that close relationship ties between the venture and corporate senior management are important for success particularly in relation to the visibility of the venture amongst top management and the level of trust which exists between them, in terms of feeling valued and meeting commitments. Sorrentino and Williams (1995) argues that a venture with access to the assets of the corporate where these are high (such as brand loyalty, firm image, distribution channels and employee commitment) along with relatedness to the organisations core business is more likely to be perceived as successful, however Thornhill & Amit (2000) note that employee affinity to the venture over affinity to the parent organisation does not equate with success, and that high performing ventures become less reliant on parent resources as they mature, and require less Chief Executive Officer (CEO) ‘air cover’, but that relational ties do not diminish in value.

Day (1994) suggest that there may be three types of venture champion within the organisation, these can be located in top management (such as the CEO or immediate subordinates, where the venture is led as a key strategy of the parent organisation) in a technical-level role (where managers may focus on social networks and linking to innovative projects, but are less able to affect corporate strategy) or amongst ‘dual-role’ senior managers (who are able to make project-level decisions and operate within social networks), Day (1994) suggests dual-role managers are best able to support ventures, yet Thornhill and Amit (2000) suggest that there is no link between the autonomy of CV division managers to make decisions and venture success. Siegel et al (1988) further divide CV division managers into ‘pilots’ (who have significant independence to make venture decisions, but are usually focussed on venturing for the purpose of financial returns) and ‘co-pilots’ (who rely on corporate permission to invest in ventures, but are usually focussed on venturing for the purpose of strategic goals). Siegel et al (1988) argue that the inability to make independent decisions is a key problem for CV division managers, and further that interference and lack of patience from the corporate is a problem. Finally, Campbell et al. (2003) have argued that organisations involved in venturing often move from one type of venturing to another without knowing what they are trying to achieve, which creates a key problem for CV division managers.

In summary, existing literature appears to contend that relationships within corporate venturing are a key issue, both in terms of the relationship between ventures (be they internally or externally generated) and the parent organisation, and in terms of the relationship between those managers in the parent organisation given the responsibility of supporting ventures and their relationship with the overall corporate organisation. Furthermore it appears that many of the problems within corporate venturing relationship relate both to the strategic value which the organisation places on its venture(s), and both the type of CV strategy adopted and they way in which this is adopted. However despite the efforts made, and different methods utilised, understanding of key issues such as relationships, roles and factors affecting learning in CV remain quite limited (Miles and Covin, 2002, Zahra, 2005).
Methodology
In considering the roles and relationships of participants in CV, contacts were developed with relevant individuals through attendance at professional conferences from 2003 until 2006, with a view to identifying individuals who specifically identified a personal role in CV, however they defined it. Phone interviews were conducted from October 2006 until August 2007. The timing of interviews was largely dependent on the availability of participants, who were often involved in busy work schedules and international travel. In conducting interviews with initial contacts, enquiries were made as to who else might be doing something interesting within CV and contact was sought with these individual so as to conduct interviews. By the end of the interview period, a total of 45 interviews had been conducted. Respondents included senior managers of 15 large organisations, including 11 multinational firms, located mainly in the UK but also including European countries, the US and Far East, with many respondents working internationally. Further respondents included managers at corporate projects considering spinning out and external small businesses who had financial and strategic alliances with CV units of large organisations.

Telephone interviews were conducted for between thirty minutes and one hour depending on how much the interviewee wished to say. Interviewees were encouraged to elaborate on their answers. Six open questions, based around issues in existing literature were asked of all participants in relation to the background of the organisation relevant to CV, the personal involvement of the respondent, their views of their own role, the extent to which the organisation and ventures valued their work, and the activity of venture champions. Clarification of technical terms and inconsistencies was sought where necessary. Encouraging interviewees to elaborate allowed the researcher to focus on listening and taking detailed notes. Anonyminity was offered for all participants, and individuals particularly requested this where they felt they were making comments that could be detrimental to them.

Written interview transcripts were subsequently analysed thematically (Miles & Huberman, 1994), utilising qualitative analysis software. Transcripts were initially broken down into responses to each of the six questions posed. Each of the responses was then read in detail and emergent themes were coded. Over 50 emergent themes were identified which were then grouped together in relation to specific issues related to CV literature.

The overall research project took place in the wider context of a PhD research programme, with telephone interviews being utilised to help in the development of a conceptual framework.

Results
Goals of Corporate Venturing

Respondents suggested that within their own contexts there were a number of goals for the parent organisation in engaging in corporate venturing. These included; providing financial benefits to the core business, as well as strategic benefits such as providing routes to market for sidelined research that doesn’t fit the core business, developing new opportunities for the future of the core business, and providing a positive image for the parent company as an innovative business.

Personal Intentions of Venture Managers

Venture managers had come into their role from a number of different routes which included; technical experts who had developed the original intellectual property for the venture, an individual who had taken part in an innovation focus group and developed a venture from the initial ideas developed there, being recruited through an agency on the basis of small business and industry experience, being a CV division business development manager looking for a way out of the parent firm, and being a senior manager of an independent venture forming an alliance with the larger firm. Venture managers of independent small businesses (both spin-out and alliance partners) had board-level roles as CEO, Chief Financial Officer, Chief Commercial Officer, Chief Marketing Officer and Chief Architect, while venture managers of internal venture projects who intended to spin-out had either line-management roles or consultancy contracts. 

Venture managers perceived their roles in a number of ways, as a champion of their business, as a technical specialist, as an entrepreneur, and as an ‘ideas man’. Ventures that had formed venture management teams particularly emphasised the importance of the different roles within the team. Two respondents mentioned that they felt that developing a new venture was for many people a once-in-a-lifetime opportunity. In terms of their goals and expectations, venture managers expressed a range of views including going on to develop more start-up businesses, developing their role within the existing venture as it became independent, taking investment roles such becoming a business angel, or simply looking forward to ‘pay day’ (an expected financial reward on successful launch of the new venture).  

Qualities of Venture Managers
Both venture managers and CV division managers gave their opinions of the type of qualities required to run ventures in relation to corporate venturing. From CV division managers point of view these related to tenacity and the ability to communicate with internal and external decision-makers;

“They need to be able to explain the technology and benefits clearly and succinctly and believe in it, they need to be comfortable talking to senior executives and customers and people in VC world – the skill set one would expect to see in a strong CEO of a successful software company – a lot of confidence bordering on arrogance.” 

From a venture managers perspective they felt the qualities that venture managers needed to be successful included passion, drive, commitment, persuasion and vision;

“You work long hours so people need to be flexible and believe that we’re changing the world in only a little way. I say to them that [our city] is an insignificant part of the world; you have an opportunity to put this city on the map just like Skype put Estonia on the map.”

“Powers of persuasion is a good thing, as you have to exist without support or any money; The ultimate in blagging things I suppose.”

One venture manager also expressed the relative feeling of autonomy he had from his previous role within the parent organisation;

“It is liberating to be out of the big corporate world with all of its constraints, and there being so much immediacy to what we do.”
Personal Intentions of CV division managers

CV division managers had come into their role for a diverse number of reasons, these included; being asked to by the CEO or Head of Research and Development (R&D), being tagged as ‘the ideas guy’, career advancement (either in aspiring to become involved with innovation management or venture capitalism), or ‘serendipity’ (being a senior manager for whom this seemed to be the best next step in that particular country).   

CV division managers perceived their roles in a number of different ways, a researcher, a future-orientated person, a functional manager (such as an operations, finance or sales manager), a business development manager, a venture capitalist, and as a change agent or pioneer. In terms of their goals and expectations, some indicated that they would go onto other functional roles at the same or higher levels within the parent business, but others perceived that the role was effectively ‘career death’.
In terms of career paths outside of the parent venture, a number of respondents mentioned an willingness to consider moving to work for a venture capitalist or fund manager, or work as a freelance consultant to small firms;

“You have a high turnover in corporate venturing especially in the US as they train in ventures, then go to the outside world to do it in a traditional financial environment as the salary is better than a corporate salary.”
Finally, as previously mentioned, one venture manager had previously been a CV division manager who had decided to join the venture as it spun out, and other examples of this happening were given.

Perceptions of CV Division Managers Roles
A number of respondents gave their opinions of the type of the types of experience which were involved in a CV division manager role. These included excitement, enthusiasm, dealing with uncertainty and fun; 

“[There is the] Excitement of working with entrepreneurial teams who are like-minded as yourself.”

challenge;

“There are lots of egos who will confirm their own ideas to anyone else, but to take what we do and do something well with it is tricky.”

autonomy;

“There are no shackles like in product development and elsewhere here you’re shackled with requirements and documentation. [In CV division management] We still had reporting and were well monitored but were relatively free.”
and solitude

“At times it can be incredibly lonely because there is no one in the company who understands what I do, except for the people who work for me and one’s relationship with one’s staff is much more one of negotiation than it is in a normal job – therefore much more stand-offish from them.”
Given that CV division managers appeared to often view their roles and future careers as being separate from the parent organisation in some way, it was interesting to note some of the comments made by CV division managers about the way in which they viewed their place in the organisation. One manager noted that his role was described as being at odds with a company career and a mindset deemed appropriate for their position in the company, but who nevertheless holds a high level of respect;

“I think the way when I was recruited they described it was it has to be someone who doesn’t want a career in the company, but someone who has earned enough brownie points that they can break every rule in book without getting in trouble. Someone in the last 10 years of their career, but mentally behaving as if they were 30 or 40 years old.”
another said;

“…you risk people getting marginalised; A decision I will have to make in the next year is whether to go back into the mainstream or go into the financial end of things [external venture capitalist work] more full-time.”
Finally, as some CV division managers appeared to consider a career in venture capitalism outside of the organisation as a future opportunity for them, it was interesting to note the extent to which some of these managers would compare their roles to that of venture capitalists, though this was not necessarily seen as an equivalent role;

“The [venture capitalist reward] model with carried interest is to get basic salary and shares in businesses you are going to create, if you’re successful you get a share of that money, but in the corporate venturing environment you often get involved with projects that don’t become businesses, so it never crystallises, but some organisations say “well as a venture businesses you don’t want to go for norms with remuneration” but the deal with [my company] is on regular corporate terms.”

“I don’t like to be called a venture capitalist, as they traditionally have a reputation for screwing everyone in sight to maximise their concern.”
In addition to the perspectives given by CV division managers, venture managers also gave their views on the roles employed by these senior managers at the parent organisation, in addition to a due diligence role, some venture managers particularly emphasised the importance of CV division managers understanding the needs of their ventures, and the extent to which sympathy with their needs was important to an effective relationship;

 “When I first met with [the new CV divisional manager] he was a thorn in my side. Since he has been associated with the business he realises how complex this business is and that you have to keep your finger on the pulse every day of the week.”

“…[our CV divisional manager] has some sympathy and understanding about the dynamics and behaviour you get in small rather than big [organisations] - it’s understanding each other’s worlds which is important. Having a corporate soldier could cause miscommunication. But we don’t get that, so that’s important.”

Legitimacy in corporate venturing

A key theme emerging from the interviews conducted, was the way in which work effectively got done in corporate venturing. These issues particularly related to relationships with different key stakeholders and the extent to which these actions were seen as legitimate ways of working or not.

In relation to external venture capitalists, some CV divisional manager respondents emphasised how the different ways in which they felt their practice was particularly legitimate in comparison to VC’s;

“At the time one person said ‘this is a miserable result as VC’s make 4 times what you’re estimating, you should stop with corporate investments’ and ‘there’s too much wait and see’ so I said ‘we also invested in fund which made a lot of money, so lets look at future and how VC funds make money in innovation and combine that with corporate’ and he said ‘okay but what will that cost me?’ and we put a proposal in that said we will need to spend money but that is investing not spending.”

was actually legitimated by the perceived success of external VC’s;

“Why we got involved [with corporate venturing] was a mixture of VC being fashionable at time and a few people driving successfully in organisation who were close enough to the decision circle.”
Most comments regarding legitimacy were focussed on the actions of the corporate organisation itself. Venture managers mentioned how they felt the larger organisation was not legitimate in terms of lack of fit with the venture’s ways of doing things;

“You can see a corporate like [our original parent organisation] as dinosaur-like, and [the newly merged corporate] is like that”

“You need to have a sitting room large enough to accommodate the elephant.” 

The majority of comments regarded the relationship between CV practice as a whole and it’s fit with other parts of the parent organisation. One of these legitimacy gaps was perceived to be regarding the perceptions of corporate analysts;

“The analysts were on [the parent companies] back saying why are you doing this, don’t need to be going anywhere with this business. [The parent company] recognised that it wasn’t the general direction of their business, but done something about that through structure internally.”

But largely respondents raised the issue of the perceptions of the corporate as a whole;
“It was hard going as you’re working against the corporate, which is like; ‘This is not what we do, what the hell are you trying to do?”
“…but that’s a minor point of the story and most of the company - in fact it’s like an organ transplant – most of the company thinks it has a foreign body and are trying to reject it – you have a different sort of DNA. People in core business think we are wasting their money.”

A number of different responses to this issue were raised in relation to individuals taking part in CV. In one instance, for a venture manager, separation of the venture from the parent was important;

“I have no other involvement with other parts of [the parent] business in terms of general day-to-day. All of my team are recruited from within the project and not from within [the parent organisation].”

In another example, the CV division was embraced by some disenchanted members of staff because of it’s perceived lack of fit with the corporate organisation;

“It was a bit like being a bit of a pirate – slightly swashbuckling. Everyone could see you were rocking the system – not rocking at the start, but there was something very attractive about what we were doing. Everyone loved it because of its subversions, you could be subversive for day for those who ducked in and out.”

Given that a CV division may as a result be perceived to differ from both VC’s and the corporate organisation, one interesting theme which emerged was that of certainty and uncertainty. To some extent, the creation of a CV division may be intended to create certainty where existing corporate ways of doing seem to fail;

“I bumped into the head of research in [the company] who said that the new CEO had realised [the company] was not good at maximising research and he wanted to re-organise R&D and created a corporate incubator, so that [the company] could share in wealth rather than losing scientists.”

However, with existing CV divisions a particular issue was that of ‘the rollercoaster’; the emotional highs and lows associated with an activity which is subject to numerous forces, both internal legitimacy and unexpected external forces.

“Corporate venturing is a bit of a rollercoaster existence. It’s a long gain, if you want short-term rewards it’s not really for you. It takes a whole year to find a technology and create a business, and another 3-4 years to see it come to fruition. It’s a rollercoaster existence, one day you think it will work out, the next its not working.” 

“I often describe corporate venturing to other people as a rollercoaster. Its nature is that some days or weeks you can see exactly what you are trying to do and how pieces fit together, and all is going to be great but then other days you are not sure where you’re going, partners are letting us down. It’s quite volatile from an emotional point of view. I like it, it’s not a bad thing, but a good thing.”  

“It’s an emotional rollercoaster. You see highs and you have bursts; it’s on week days when you think ‘Wow I’ve done so much’, then on others when you say ‘what did I accomplish? Nothing has come to fruition, X and Y fell apart.’”
Respondents mentioned ways in which they tried to normalise the venturing experience in an attempt to create certainty, including actions such as using innovation management techniques such as ‘benchmarking’ ventures progress and using ‘stage-gate’ processes, as well as comparing results to venture capitalists. As one respondent put it;

“…five years from we now will have a more robust structure – [a major competitor with a history of corporate venturing] have a sausage machine - we are assembling the piece parts.”
Champions in corporate venturing
Emerging issues of legitimacy and uncertainty in corporate venturing may mean that the issue of champions (who promote an activity to the community and/or decision makers) were of interest. Respondents were asked who champions were. In response respondents tended to refer to both champions of individual ventures and champions of the CV division as a whole. In reference to specific ventures, respondents explained that where formal channels existed champions included members of staff within the CV division team, members of the R&D department, or members of functional product or service departments (normally termed ‘businesses’) within the parent organisation. However where formal channels were limited, championing may be carried out by the CV division manager with ‘air cover’ from the CEO;

“Most ventures couldn’t exist without air-cover from the CEO – they can try to make it not too painful. Some [ventures] maturing brings money in the door, which makes things easier, but when you’re starting off and spend more than you’re bringing in, you need someone to provide air and be seen to be providing to the strategic core.” 

Where there are no formal channels and trust is limited venture managers may particularly see themselves as the champion inside the parent organisation, but where a close tie exists between the venture manager and CV divisional manager then both may be seen as champions;

“If the [CV divisional manager] and I hadn’t been so bloody-minded there wouldn’t be a [venture].”

Qualities of Champions

Respondents suggested a number of qualities of champions. These included being a do-er;

“It’s a mixture of intellect and just keep do do do do, as you have to work hard at getting on with things, as you can sit and debate about this until the cows come home.”
an ability to navigate through the parent organisation;

“You need the qualities of creating and carrying out due diligence. You need to understand the business model and know where this sits in it. The typically qualities that you look for in a VC, but with additional burden that the person has to navigate them through [the company].”
 “Well you need persistence, you need the right contacts ‘cause [the parent company] is a maze of people who have interests in particular things. And, there are lots and lots of people who have sort of overlapping interests and so it can be very difficult to find the person that actually is the right person to deal with a particular thing. So, so yeah, knowing your network is vital.”
Perseverance and sensitivity;
“From the small business side it is about perseverance, organisational sensitivity – you have got to understand that when you work with these organisations you can’t stop around and blow your own trumpet, you have got to have a methodical approach to the organisation, you’ve got to be able to manage internally, manage messaging, you’ve got to have your ear to ground, got to be spider in middle of web. It’s a very difficult thing to do, particularly as the company gets bigger.”

To achieve this might include qualities such as enthusiasm, belief and commitment;

“He needs to be excited about creating new business. If on [the corporate] side he would need to fight corporate rules, for reasons mentioned earlier, you had to hold back the corporate dragon waiting in background to kill any new idea and venture, he needs to be strong willed, a bold rebel in inverted commas and fight the corporate very hard to give the venture a chance to succeed.”
“[The CV divisional manager] as a director was taking an interest and saying ‘yes I will stump up the money’, even through he hasn’t got it, ‘to find co-funders to go and fund this.’ Unless you have people to do that at some point then you won’t go anywhere“
Which may be most likely found by someone who originated from within the corporate parent organisation and understands it’s institutional ways of working;
“The main quality you want is to be highly connected politically at all the right management levels and have a pulse on what people are thinking and what they’re thinking about it.”
“An external VC would have a high chance of failing in identifying external investments for [the parent company] as he doesn’t know the business – it’s better to train someone in [the parent company] about the VC world, than is to do vice versa.”
Further qualities included those relating to relationships including the ability to communicate appropriately with others;

“The qualities you need in a corporate champion… You need to be connected - people respected internally on both sides – it is no good having a champion everyone thinks is a dick-head.”
integrity and trust; 

“Champions have to be into relationships – integrity, trust, good handle on people and very good at soft skills, which is very difficult in business as they concentrate on hard skills. [A non-commercial organisation] is better at soft skills, business needs to be able to manage resources and the bottom line but when you get to middle management they don’t understand people well.”
Finally, respondents mentioned the importance of entrepreneurial qualities (defined in a variety of ways), both within the ventures and the CV division;

“When I look at people I am bringing into my team I’m looking for entrepreneurial drive; people who want to break down corporate barriers, who don’t just follow advice but challenge it and are looking to see how to do things differently.”

“All of us have an extreme entrepreneurial spirit, we are all extremely passionate and technical geeks!”

“They have to be either entrepreneurs in their own right, and joined from an early stage business or have created something from nothing. Worked in start-up or come from an investment background.”

Or those of an ‘intrapreneur’;
“I am advocate for the ten commandments of intrapreneuring…the principles of Pinchot but with an outside-orientated view.”
Discussion & Conclusions

The results from the interviews conducted suggest venture managers and CV division managers reported a range of reasons for taking on their role, and their personal intentions for the future. While these roles gave both types of manager a sense of autonomy which was different from traditional functional roles in the parent organisation, these often came at the price of appearing to need to constantly negotiate their goals within the corporate environment, while seeking a sense of identity with both the organisation and external organisations such as venture capitalists in order to gain a sense of certainty in their activities. They tended to perceive their roles as exciting and liberating, but also challenging, particularly in the context of institutional pressures. Many of these issues appeared to support the conclusions of previous research in regard to the difficulties of finding support for venture ideas in a political atmosphere (Block & MacMillan, 1993) and the potential for organisational demands to differ from the needs of a venture (Siegel et al. 1988). Close relationship ties and trust between venture managers and senior corporate managers do appear to be important no matter what the stage of the venture (Thornhill & Amit, 2000) 

While previous research has indicated that corporate venturing may be approached in different ways depending on the strategy of the parent organisation (Miles & Covin, 2002, Chesbrough, 2003) research on the roles and activities of CV division managers tends to suggest that this practice is the same across organisations and industries. Respondents comments seem to suggest that in reality where corporate venturing is particularly focussed on financial investments (such as a corporate fund) managers are more likely to align themselves with the work of venture capitalists both in strategy and in personal aspirations; similar to Chesbrough & Socolof’s (2002) point regarding whether scientists and external individuals may prefer it if a venture capitalist model is adopted. However, where the focus of corporate venturing is related to developing the strategic potential of intellectual property and organisational image managers appear more likely to focus on how their roles relate to the development of both ventures and the organisations approach to innovation. These different perceptions of roles may profoundly affect the way in which CV practice is played out, and how these managers deal with both uncertainty and process.

In terms of how champions might best work within this context, respondents indicated that a mix of both tenacity and trust was important. The work of those champions who both understood the business and worked at gaining organisational support within the parent organisation appeared to be important; similar to the ‘dual-role’ champion suggested by Day (1994). However it also appeared that rather than relying on one champion, there were occasions when a number of individuals needed to act as champion; both the venture manager championing his or her own venture, the CV divisional manager championing their venture and the division as a whole, and the CEO or a member of the board providing ‘air-cover’. In conflict with the suggestions of Thornhill & Amit (2000) it appeared that respondents felt that autonomy was an important part of success as a champion, though the role of others in providing a support network for the venture was clearly important too.

It appears that in practice, corporate venturing is approached in different ways within different organisations and that the way in which practice is carried out is often dependent on the extent to which the practice is accepted and valued within the organisation. Given that as a whole, corporate venturing in the US has gone through cycles of activity within organisations (Gompers, 2002, Allen and Hevert, 2007), and that organisations may often change their strategies for venturing due to uncertainty in what they are trying to achieve (Campbell et al. 2003) it may be useful to consider the extent to which changing priorities for the parent organisation affect the practice of corporate venturing, especially considering the long development times which respondents indicated.

In conclusion, this paper has attempted to begin to answer the call to understand role and relationships in corporate venturing (Miles & Covin, 2002 Zahra, 2005). It appears that there is diversity within the roles and relationships which may be formed in the various types of CV practice, but that within all of these activities there are struggles to find legitimacy either within the corporate organisation or in comparison with external institutions. Further research into how institutional structures affect the ability of individuals to act, and the ways in which individuals try to create new ways of working within institutions may be of value in further understanding of the practice of corporate venturing. 

In order to develop some of the initial conclusions and themes developed from this paper, further work may be undertaken to return to the initial results and understand how strategies affect CV practice in the context of different institutional settings. While analysing the views of a range of practitioners may help to understand the way in which current practice has developed, further research may be able to develop a deeper understanding by developing in-depth case longitudinal case studies to both understand the richness of experience of individuals involved in CV practices, and the ways in which they deal with both uncertainty and political pressures over periods of time.  
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