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I 

 

ABSTRACT 

This paper uses event history analysis to investigate the effects of relatedness on three 

different outcomes of corporate venturing, identified as retention, termination, and spin-off. 

For this purpose, relatedness is defined as the degree to which the venture’s activity matches 

or overlaps with the parent’s activity. Drawing from literature on relational fit, we argue that 

highly related ventures would be retained, moderately related ones spun off, and unrelated 

ones would be probable candidates for termination. However, highly related ventures may be 

likely to pose internal threat to the parent, and consequently be candidates for termination for 

political reasons as well. This raises the average level of relatedness of terminated ventures 

above the average of spin-offs. The empirical findings derived from a sample consisting of 78 

ventures launched and developed by a number of companies across the Swedish economy 

give support to our expectations. The highly related ventures were found to be either 

terminated or retained, moderately related ones were likely to be spun off, and unrelated ones 

typically faced termination. This supports our hypothesis that relatedness has an impact on 

how the internal venture is dealt with. We follow with implications for the practice of 

corporate venturing management. 

 

 

Keywords: Relatedness, Corporate venturing, Venture survival, Spin-off, Termination, 

Intrapreneurship 
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1. INTRODUCTION 

A breakthrough invention can grant a firm a solid competitive advantage and thereby 

strengthen its position in the market. Steady and diligent work on enhancing an already 

established competence is probably less spectacular, but is also an effective way of securing 

one’s position. The theories related to the concept of perfecting an already established activity 

date back to the works of Israel Kirzner (1973), who sees entrepreneurship as an incremental 

process of constant development. This is clearly opposed to the earlier definition of 

entrepreneurship as a process of creative destruction, crafted by Joseph Schumpeter (1934). 

Intrapreneurship, which is entrepreneurial activity within an established organisation (Concise 

Oxford English Dictionary, 2006, p. 745), is thus probably one of the most self-evident 

manifestations of entrepreneurship as understood by Kirzner (1973). It is not surprising then 

that previous professional experience is a common source of innovative ideas. For example 

Bhidé (1994, p. 151) found that as many as “71% of all founders had replicated or modified 

an idea encountered through previous employment”. However, the search for innovative ideas 

may turn out as an unpredictable and goal-blind process, outcomes of which not necessarily 

correspond to the strategic goals of the organisation (Vuori et al., 2012). If that is the case, the 

venture created in such a way can turn out incompatible with the organisation’s main activity, 

and as such to be rejected (Porter, 1985; Thompson et al., 2012). Thus, not all innovations are 

diffused, used, and commercialised within the boundaries of the parent organisation. 

Alternatively, the developed intrapreneurial innovation may be spun off either with or without 

support from the parent organisation, sold off, or terminated on the whole. While previous 

research has been conducted on the retained innovations within parent organisations (vide e.g. 

Czernich, 2004; Ahuja & Lampert, 2001; von Hippel, 1977), it is the fate of the rejected 

intrapreneurial innovations that demands further investigation. 

 

 

1.1 Problem Statement 

A comprehensive study on what happens with the innovations within established firms was 

conducted by Christian Czernich (2004). By investigating the effects of venture’s relatedness 

to the parent’s core activity, he found that ventures that are highly related have a greater 

chance of being retained within the parent’s boundaries. However, he suggested that future 

research should be conducted by nuancing the further fate of the ideas that were not adapted 

and commercialised. One of the propositions was to explore the potentially different logics of 

spin-offs and terminated ventures, which this thesis intends to do. 

Czernich’s (2004) theoretical model is an event history analysis of the intrapreneurial 

ventures within their parent organisations, where the event of interest is the venture’s 

rejection. After this event, the venture’s status is changed to “rejected”, and the model allows 

for investigating which factors influence the hazard of this event occurring. It can be thus said 

that the model made only the distinction between retained and rejected ventures. A more 

nuanced view can be added by observing that the rejection does not necessarily imply the 

venture’s “death”. After the decision to reject has been made, another decision is inevitable, if 
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not immediate. This one concerns determining the venture’s further fate. The potential 

outcomes are spinning it off either in form of the parent organisation’s partially owned 

subsidiary, or a new fully independent firm; selling it to an external actor; or terminating it. 

Except for termination, all these outcomes entail a survival of the innovative idea behind the 

intrapreneurial venture. Therefore, for the needs of this paper, all the outcomes allowing for 

the idea’s survival can be labelled as “spin-off”. A model based on these ideas can be seen in 

Figure 1. 

 
Figure 1: Illustration based on the hazard model used by Czernich (2004) 

 

Czernich’s model is based on an assumption that the decision of rejecting the idea is made 

first, and its further fate is decided afterwards. It is our belief that two considerably different 

outcomes are possible either to terminate the idea, or to let it live on and be further developed. 

This gives support to an assertion that the hazard of termination and the hazard of spin-off are 

disjunctive and competing rather than conjunctive. Resultantly, substantial consequences exist 

for those intrapreneurs who wish to develop their innovative idea further on, even if it was 

rejected within the parent organisation. A model reflecting the reality more closely will 

contribute to a better understanding of what causes the intrapreneurial venture’s termination 

or survival outside of the boundaries of the parent organisation, which in turn will allow 

intrapreneurs to develop their innovative ideas in such a way that maximises the probability of 

the ideas’ survival. 

We propose a new model that is based on the similar premises as the original one, but that 

simultaneously takes into account the disjunction of the two risks in question. In our model, 

the innovative idea, while being developed over time within its parent organisation, faces two 

competing hazards simultaneously. On one hand, there is the hazard of spinning the idea off. 

On the other hand, there is the hazard of terminating it. This translates into an event history 

analysis model for competing risks, where the events in question are (A) a spin-off and (B) a 

termination (see Figure 2). 

 

 
Figure 2: Model for competing risks 
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Such a modification of the original model will allow for shifting the focus of the investigation 

in the intended fashion. Instead of examining the factors that allow an innovative idea to stay 

within its parent organisation, the new model will enable us to investigate the factors leading 

to the idea’s rejection. Additionally, it allows us to investigate if the factors increasing the risk 

of a termination are the same as the ones driving towards a spin-off. 

 

 

1.2 Purpose 

The purpose of this study is to investigate if the logic inside a firm that determines a rejected 

intrapreneurial idea’s termination differs from the one that determines its spin-off. As the 

study intends to put this investigation in the context of the theory on relational fit, it is done 

by associating the idea’s relatedness to the parent organisation’s core competence with the 

probability of being either spun-off or terminated. Relatedness is generally defined as the 

degree to which the idea’s characteristics overlap with the parent organisation’s core 

competence and main field of activity. Identifying the connection between relatedness and the 

outcomes of internal venturing will contribute to the existing knowledge about corporate 

entreprneurship by shedding light on the reasons why some ideas are allowed to develop 

further outside of the parent organisation while others are not. This knowledge can be applied 

in practice by innovators who wish to design their ideas and internal ventures in such a way 

that will maximise their chance of survival and success. 

 

 

1.3 Research Question 

In his doctoral dissertation, Czernich (2004) looked at the survival of entrepreneurial ventures 

within established corporations and identified drivers that influence the decision whether to 

retain the entrepreneurial venture within the established corporation or to reject it. Although 

his research was thorough and focused on the survival of the entrepreneurial venture within 

the established corporation, he neglected to investigate the overall survival of entrepreneurial 

ventures, which also includes a survival outside of established corporations. This overall 

survival of entrepreneurial ventures outside of established corporations – that is the distinction 

between termination and spin-off – is likely to be influenced by the decisions made in the 

parent organisation. Whilst Czernich only distinguished between retained and rejected, our 

study adds a new level of division: retained, spun-off, and terminated. Therefore we can 

define a tentative research question as: Why are some intrapreneurial ventures given the 

chance to thrive outside of established corporations while other such ventures are terminated? 

Since this exploratory question’s demand for a qualitative approach exceeds the scope of 

this master thesis, we want to give a groundwork for future research by investigating the 

causality of one possible driver: relatedness. Therefore, our research question in this master 

thesis is: 

 

How does the idea’s relatedness to the parent organisation affect the probability of 

the idea being given a chance to thrive outside of the established corporation? 
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1.4 Methods and Main Findings 

The statistical technique used when performing the analysis of the data is event history 

analysis. It allows us to investigate the effect of relatedness on the hazard rate for two 

identified potential outcomes, that is termination and spin-off. The estimation of hazard rate is 

based on the duration of the investigated ventures. Relatedness, as well as other constructs 

used as control variables (internal threat and venture performance) are estimated from surveys 

and interviews with managers of the investigated ventures. The results of the analysis give 

support to claims that highly related ventures are either kept within the parent organisation or 

terminated, while less related ones face termination or are spun off. These findings confirm 

the theoretical arguments derived from previous research. 

 

 

1.5 Delimitations 

The foundation of this study consists of a sample of Swedish companies and their internal 

ventures. In order to ensure cohesion with the previous work on the subject, we reused the 

database constructed by Czernich (2004). The investigated ventures are attempts to 

commercialise technological inventions that bring novelty to the parent’s activity. It is only 

innovations associated with new products or services that we are interested in. Therefore, 

organisational or strategic renewals have been neglected in the sampling process. This study’s 

purpose is to investigate the logic that may lead to the venture’s termination or spin-off, 

taking into account the venture’s relatedness to its parent’s core activity. Agreeably, there are 

different forms in which a spin-off can occur. However, since we are interested in the 

venture’s survival and further development, we do not make a distinction in different forms of 

spin-offs in our work.  
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2. THEORETICAL FRAMEWORK 

In order to investigate the etiology of termination and spin-offs, and more specifically the 

correlation between the venture’s relatedness to the parent organisation including the 

probability of the venture to be spun off or terminated, a proper understanding of the theories 

behind entrepreneurship and its various forms is of the essence. Since the topic of 

entrepreneurship underlies every new business venture, its importance in the literature is 

evident. It has attracted considerable attention and on grounds of previous works we can 

derive a basic understanding of entrepreneurship in a corporate context. In addition, insight 

whether or not relatedness should matter for the fate of new corporate ventures is revealed. 
 

 

2.1 Entrepreneurship in a Corporate Context 

Entrepreneurship within already established corporations is also termed intrapreneurship
1
. In 

general, intrapreneurship is valuable, since firms benefit from new venturing. This strategy 

allows for improving the firm’s existing products and services, and favours the emerging of 

novel ideas, while new customers are attracted (Brown & Eisenhardt, 1995). On the 

downside, certain risks have to be taken into account, as the entrepreneurial projects require 

initial investments, and may never be guaranteed to succeed. However, even if the process 

may require time to pay off, it has been proven that it generally provides benefits (Biggadike, 

1979; Tushman & Anderson, 1986; Thornhill & Amit, 2001). The mechanism of how firms 

benefit from venturing was explained by McGrath and colleagues (1994). They stated that 

each firm has a unique set of resources at its disposal, and venturing allows for recombining 

them in a previously unknown way. This brings us to the positive aspect of innovations in the 

corporate context. Namely, by innovating and venturing, the firm gains new resource 

combinations and routines that the competitors need time to match (cf. Barney, 1991). 

Another explanation for why companies venture was offered by Hellmann (2007). He found 

that allowing the employees to develop their entrepreneurial ideas and pursuing their own 

goals within the firm contributes to a higher level of the employee’s satisfaction and thus a 

higher work motivation (cf. von Hippel, 1977). 

Venturing not only allows for recombining firms’ material resources, but also permits firm 

leaders to gain new insights and experiences that extend their knowledge of the market. This 

allows for adaptation to the environment more effectively (Covin & Miles, 1999). Most 

already established companies prefer the competence-enhancing novelty allowing them to 

maintain or improve their competitive advantage. This is partly because they avoid the 

competence-destroying inventions (which could undermine their current activity), and partly 

due to the fact that they have access to resources and technologies unavailable to independent 

entrepreneurs (Tushman & Anderson, 1986; Ahuja & Lampert, 2001; Barney, 1991). Thus, 

venturing allows the firms to learn, which yields the implementation of innovative strategies 

                                                           
1
 Within this paper, we do not make a distinction between intrapreneurship and corporate entrepreneurship. Both terms are to 

be understood as entrepreneurship taking place within a framework of an already existing organisation (as opposed to the 

typical entrepreneurship, which is an independent phenomenon), and are used interchangeably. 
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(Burgelman, 1983). In contrast to that, more radical innovations are pursued by independent, 

unestablished entrepreneurs who are yet to find their place on the market. 

Despite the potential benefits, not all companies engage in venturing. A thorough study of 

how entrepreneurial ventures are managed by their parents was conducted by Hellmann 

(2007). His research investigated which policies firms may have towards the innovative ideas 

of their employees. He found that companies might either discourage or refrain from 

encouraging the entrepreneurial spirit. At the same time, they might provide bonuses for the 

employees for keeping focus on their primary tasks. Such bonuses may also hinder the 

entrepreneurial activity of the employees, even if indirectly. These sceptical attitudes towards 

venturing are linked with the problem of resistance and non-acceptance, which are even more 

apparent in the corporate context than in independent entrepreneurship (Hellman, 2007; 

Hargadon & Douglas, 2002). 

 

 

2.2 Outcomes of Corporate Venturing 

Whenever a company is confronted with intrapreneurial ventures, the outcome of these is 

unsure. In a corporate context, the possible outcomes of a venture consist in (1) retention, that 

is internalised commercialisation, (2) termination and (3) spin-off. It should be noted here that 

a venture could also face other outcomes, such as a sell-off or an independent spin-off. We are 

aware that there might be different drivers leading towards these outcomes. However, our 

paper aims at investigating the survival of an innovative idea, and from this point of view all 

these outcomes have a certain feature in common: they allow for the idea’s survival outside of 

its parent organisation. Thus we’ve decided to include these outcomes in the category of spin-

off. 

The first possible outcome for corporate venturing is the retention of the idea, which can 

be shortly defined as keeping the venture within the boundaries of the parent organisation. 

There are multiple and diverse reasons that underlie the decision on retaining the venture. 

Such a development allows the parent to exercise full control over the venture. It also allows 

for collecting the monetary rewards of the venture, although this comes at the price of 

embracing its full risk as well. A retained venture contributes to product or service 

development (Brown & Eisenhardt, 1995) and to the sustained competitive advantage of the 

parent (Barney, 1991; McGrath et al., 1994; Covin & Miles, 1999; Hellman, 2007). Notably, 

retention can never be thought of as permanent, as the risk of a termination or spin off 

prevails constantly. 

The second possible outcome for corporate venturing is termination, which is the event of 

shutting the venture down and ceasing its further development. Termination may be a result 

of poor economic performance of the venture. However, it is not always straightforward 

economic performance that decides if the project will be kept or discarded. Green and 

colleagues (2003) found that performance judgements, unobserved performance thresholds 

and management advocacy are important factors influencing the decision to terminate new 

product development projects in R&D. They also found that projects in unfamiliar 

technologies have been judged more harshly, whereas projects with high financial investment 

already made were judged more positively. This can reflect decision biases in decision 
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management, such as escalating commitment or entrapment (Green et al. 2003). It can be 

stated that albeit a project is terminated by the parent company, it still might have a remaining 

value (Case & Shane, 1998). This remaining value shall not be underestimated since it can 

become a value for competitors, creating a risk for the parent corporation. 

The last possible outcome discussed in this paper consists in spinning the venture off. For 

the purpose of the present study, spin-offs are defined as any organisational form that allows 

the venture to continue development and operations outside of its original parent corporation. 

To spin the idea off implies that it has a certain value which the company may intend to 

exploit later in time (Chesbrough, 2003). In fact, Chesbrough (2003) found that a high 

potential value of the intrapreneurial project is associated with spin-offs rather than with 

terminations. Ito (1995) argues that spin-offs – and therefore letting the idea survive – can be 

seen as a strategic move by the parent company by minimising the costs of different 

management systems. Furthermore, a spin-off also has a certain advantage compared to 

retaining the idea within the parent organisation. Within spin-offs, there is a higher flexibility 

and a stronger focus on their core competences (Ito, 1995). Additionally, knowledge transfer 

from the employee to the spin-off also contributes to its success. Empirical evidence shows 

that there is a higher survival rate among employee spin-offs than new start-up firms 

(Muendler et al., 2012). From the innovator’s perspective, this makes a spin-off more 

interesting than an external start-up. This remains true even for the so-called spill-overs, that 

is these projects where the parent company finds no value, but which survive due to their 

developers’ enthusiasm (cf. Chesbrough, 2003). 

 

 

2.3 Relatedness and Corporate Venturing Outcomes 

An encompassing and uniform theory dealing with the factors affecting the fate of an internal 

venture is missing (Narayanan et al., 2009). On the other hand, numerous factors that have 

such an influence have been identified and examined individually in various branches of 

literature. One example of such a commonly researched factor is relatedness between the 

venture and the parent’s activity. Relatedness is a largely abstract concept and can be broadly 

defined as the degree to which the activity of the venture is similar or even overlaps with the 

core competence of the venture’s parent company. Furthermore, the venture can be related to 

the parent in many ways, not necessarily in all of them to a similar degree. For example, a 

venture might use related marketing and sales channels, while at the same time using different 

resource base or production technology. Nonetheless, for the sake of simplicity and in order to 

maintain a reasonable scope of this thesis, relatedness should be understood as overall or 

average relatedness, indicating that it simultaneously covers multiple aspects of the firm’s 

activities.
2
 

A review of existing literature gives reasons to believe that differentiated degrees of 

relatedness may be correlated with the specific variants of the venture’s fate, which are 

retention, termination, or spin-off. Moreover, relatedness’ impact on the venture’s fate can be 

traced not only directly, but also indirectly, through a number of mutually interdependent 

factors. Examples of such factors include company’s policies, impact of the external 

                                                           
2 For further details on measurement, see section 3.5 Independent Variable - Relatedness on page 22. 
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environment, or psychological biases. A simplified network of these interdependencies has 

been depicted in Figure 3. Essentially, it can be concluded that the mutual interdependencies 

make this network extensively complicated, though the influence of relatedness on the other 

factors can be traced quite clearly throughout it. How different degrees of relatedness can 

impact venture’s fate is further discussed below. 

 

 

 
Figure 3: Simplified summary of factors influencing venture survival and the dependencies between them. 

 

 

2.3.1 Outcome 1: Retention 

An innovative idea by definition brings novelty into an otherwise relatively stable world of an 

organisation. This means that every intrapreneurial idea has to deal with a certain resistance of 

the parent and therefore all new ventures face a risk of being terminated. However, the 

literature provides evidence that high relatedness can have a positive contribution to the 

venture’s chances to thrive within the parent organisation. This contribution may manifest 

itself in several ways. 

Firstly, the degree of relatedness contributes to the venture’s fit within the cognitive 

frameworks established in the parent organisation. Although the novelty of an innovative idea 

makes it illegible or incomprehensible to the potential listeners (Hargadon & Douglas, 2002; 

Zander, 2007), a higher degree of relatedness can overcome these obstacles. This is at least 

partly due to certain psychological biases or traps that organisations may fall into when 

dealing with the innovative ideas. Those traps are identified as a familiarity trap – that is, 

favouring the familiar; maturity trap – favouring the mature; or propinquity trap – searching 

for solutions near to existing solutions (Ahuja & Lampert, 2001). Since those three traps are 



9 

connected to the factor of relatedness, it therefore can be assumed that a more related venture 

will be favoured. Furthermore, it has been found that ideas that are highly related to the 

already existing activity of the firm are more likely to fit into the already existing cognitive 

framework (Hargadon & Douglas, 2002). The importance of this is reflected in the fact that 

firms are more cautious when managing innovative ideas, while familiar, more readily 

understood concepts – due to a higher degree of relatedness – are judged more positively 

(Parhankangas & Arenius, 2003; Green et al., 2003). 

The second important factor positively contributing to the decision of retention is a highly 

related venture’s ability to use its parent’s resources, contact networks and routines. The fact 

that the available resources are usually specific to a company results in that a venture 

launched by this company gains access to many of the same resources. Simultaneously, it 

retains a possibility to find new resources and recombine them on their own (Barney, 1991; 

Sørensen & Sorenson, 2003; Thornhill & Amit, 2001). This was also found by Parhankangas 

& Arenius (2003) who concluded that higher levels of relatedness make it easier for new 

ventures to access resources. This is important because the potential of accessing the parent’s 

resources has been found to have a positive impact on the venture’s performance (Kuratko et 

al., 2009). Additionally, the probability of a related venture to penetrate the same or highly 

related markets can be seen as an important correlate for internal venturing success (von 

Hippel, 1977). 

Thirdly, new ventures that are related can draw upon existing knowledge bases. It was 

argued by Fast (1979) that by exploiting existing know-how skills, the development costs can 

be kept low and therefore can be seen as one main reason for pursuing highly related 

ventures. In addition, Sorrentino and Williams (1995) concluded that the highest market 

shares are achieved by those ventures with high levels of relatedness and high levels of 

intangible assets. Ventures taking advantage of their parents’ experiences perform financially 

better than those deprived of such an opportunity, as was proven by e.g. Sapienza and 

colleagues (2004) or Sørensen & Sorenson (2003). This is due to the venture’s and its parent’s 

potential of knowledge sharing (Weber & Weber, 2007; Weber & Weber, 2010). 

The process of knowledge sharing between highly related ventures and their parents has 

one more aspect that needs to be considered – namely the possibility to take advantage of the 

parent’s operational and environmental experiences. A venture that is more related to the 

familiar technologies, solutions and environment - hence, better understood – is also likely to 

enjoy more attention of the management, which is correlated with support and higher 

performance (Sorrentino & Williams, 1995; Kuratko et al., 2009). This is due to the fact that 

managing a venture is easier if it is better understood on a basis of a high degree of 

relatedness to the parent (cf. Drucker, 1974). Moreover, this superior understanding 

developed by the managers contributes to the managers’ higher competence when assessing 

the venture’s performance and environment, which may be critical when a decision on the 

venture’s fate is made (Vuori et al., 2012; Sorrentino & Williams, 1995; Parhankangas & 

Arenius, 2003). It has also been found that highly related ventures have a greater chance to 

find a manager with suitable skills, knowledge and experience within the parent organisation 

than unrelated ones. This is particularly important, since Kuratko and colleagues (2009) have 

found a positive correlation between a venture’s survival chance and its project manager’s 

knowledge of effective business practices and learning capabilities. The top managers’ 

support was found to be one of the major factors influencing internal ventures’ survival 
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(Kuratko et al., 2009) and even in this respect the importance of relatedness shall not be 

underestimated. 

Fourthly, a highly related internal venture helps to sustain the core competence of the 

parent organisation. This is possible by gaining new experiences and recombining the existing 

resources in a way difficult for the competitors to imitate or match (Burgelman, 1983; 

Tushman & Anderson, 1986; Thornhill & Amit, 2001). Thus, venturing may enhance the core 

competences of the firm, and subsequently its sustained competitive advantage over rivals 

(Barney, 1991; Covin & Miles, 1999). A related venture that allows for such an enhancement 

can therefore be expected to have a greater chance of being retained within the parent 

organisations. 

The venture’s degree of relatedness also plays an important role with regard to the firm’s 

focus on a constant development of its core competences. Highly related ventures are more 

likely to contribute to the main activity of the firm and by that develop its core competence 

(Tushman & Anderson, 1986). Moreover, it needs to be noted that a highly related venture is 

likely to face the same or similar external threats as the parent, and thus similar strategies of 

addressing these threats can be developed (Vuori et al., 2012; Muendler et al., 2012). 

Lastly, the strategic and economic goals of a firm can have a great impact on how it deals 

with its internal ventures. Undoubtedly, a venture fulfilling the parent’s expectations 

regarding economic goals has a greater chance of survival than one which fails to meet these 

expectations. Since a higher related venture will be beneficial in terms of using existing 

resources, the possible economic contribution is likely to be perceived more positively. When 

speaking of strategic goals, the relatedness of the venture in terms of strategic fit can be seen 

as an important aspect as well. Thornhill & Amit (2001) have found that a good strategic fit of 

the venture increases its survival chance. A highly related venture will also be seen more 

strategically fit, since it is a positive contribution to the core competences. 

 

Taken together, it can generally be stated that a high degree of relatedness is likely to 

contribute positively to ventures’ chance of retention. The presented arguments on how 

relatedness affects a decision towards retaining the venture inside the parent corporation lead 

to the following hypothesis: 

 

Hypothesis 1: An increasing degree of relatedness will have a positive effect on the venture’s 

likelihood of survival inside the parent corporation. 

 

 

2.3.2 Outcome 2: Non-Retention 

Each internal venture is initially retained and remains so until a more specific decision of non-

retention is made. This decision can be made either actively, or in a passive manner - simply 

by refraining from financing a venture’s further development. There are different forms that 

such a non-retention can take. As mentioned before, we have identified two major non-

retention outcomes. These are spin-off, that is allowing the venture to survive but outside of 

the parent corporation, or termination, that is discontinuing the venture’s development 

altogether. These two possibilities are fuelled by slightly different logics, which is described 

in more detail below. 
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2.3.2.1 Outcome 2A: Spin-off 

While it may be expected that retention can be associated with high levels of relatedness and 

terminations with low levels, moderate levels of relatedness appear to create a set of features 

that neither a termination nor a retention could optimally accommodate. In this case to let the 

innovative idea survive, but at the price of expulsion from the parent organisation, may be a 

viable option. 

As was mentioned earlier, venturing in general is an advantageous activity (Burgelman, 

1983; Tushman & Anderson, 1986; Thornhill & Amit, 2001). The possibility to recombine 

resources in order to gain new insights and experiences and to expand the business exists in 

the case of venturing in moderately related areas as well (Hellmann, 2002; Sapienza et al., 

2004). Actually, venturing in moderately related areas may provide an optimally balanced 

input of new experiences that still are relevant to the main activity of the parent – while 

ventures in too closely related areas may fail to provide novel experiences, too unrelated ones 

lack relevance (McGrath et al., 1994; Sapienza et al., 2004). Furthermore, as Ito (1995) found, 

under certain circumstances venturing in moderately related or even unrelated areas could be 

a survival strategy of a corporation, allowing for an income diversification. 

The survival odds for a moderately related venture are also enhanced by the fact that it can, 

at least to a certain extent, use its parent’s resources and contact networks (Sørensen & 

Sorenson, 2003; Sapienza et al., 2004). This mechanism is similar to the one described above 

for retained ventures. However, as the degree of relatedness is lower, this possibility also 

becomes somewhat limited, and thus positive effects are not as strong. On the other hand the 

limited relatedness also implies that the internal competition within the parent organisation for 

both potential and existing resources is weaker (Sorrentino & Williams, 1995; Parhankangas 

& Arenius, 2003; Fulgheri & Hodrick, 2006). 

Similarly, a moderately related venture only has limited problems with illegitimacy (lack 

of acceptance) and illegibility (being misunderstood). A moderate degree of relatedness 

provides an anchoring to previously known ideas, which in turn grants understanding 

(Hargadon & Douglas, 2002; Zander, 2007). This not only provides a more positive 

assessment of the venture and its feasibility by the parent’s managers (Dougherty & Heller, 

1994; Ahuja & Lampert, 2001; Green et al., 2003), but also gives the venture managers’ 

knowledge and experience needed to develop the venture (Muendler et al., 2012). However, 

the scale of these effects is certainly smaller than in case of highly related ventures. 

Finally, a company’s policy towards innovations should be considered. Again, as there are 

various policies possible, it may be reasonably assumed that initiatives contributing to 

development of the parent’s primary activity would be welcomed more eagerly than unrelated 

ones, which also remains true for companies generally not interested in venturing (cf. 

Hellman, 2007). 

These arguments explain why companies would engage in venturing even in areas less 

related to their primary activity. On the other hand, there are reasons to believe that as they 

become increasingly unrelated such ventures would not be retained within its parent’s 

boundaries. Some of these reasons are directly derived from the arguments presented above – 

for instance, a less related venture tends to be less understood and judged more harshly, 

although still more mildly than an unrelated one (Green et al., 2003). Similarly, it has a 
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smaller potential of sharing knowledge or resources with the parent (Parhankangas & 

Arenius, 2003). 

The most severe problem that a moderately related venture causes within its parent 

organisation relies on the fact that the venture’s business environment differs from the one of 

the parent. To venture in a less related area implies facing new, previously unknown 

competitors, under previously unknown circumstances (Muendler et al., 2012; Vuori et al., 

2012). Therefore, managers lack the experience needed for driving such a venture (Kuratko et 

al., 2009; Muendler et al., 2012). In addition, this lack of experience cannot be compensated 

for by a privileged access to the resources of the parent, or at least such a possibility of 

compensation is considerably limited (Kuratko et al., 2009; Vuori et al., 2012). This does not, 

however, entail a reduced survival rate for such ventures (Kuratko et al., 2009). The 

aforementioned shortcomings can be, and typically are, effectively handled by an increased 

level of the venture’s governance autonomy. Nonetheless, certain problems may arise in this 

situation. To maintain a twofold, internally incompatible management system – on one hand 

for the parent and on the other for the internal venture – within an organisation is 

unsustainable, as it generates otherwise redundant costs (Ito, 1995; Vuori et al., 2012). This 

includes not only monetary costs, but also costs in intangible assets caused by internal 

conflicts and frictions between the management systems (Shrader & Simon, 1997; Fulgheri & 

Hodrick, 2006; cf. Jackall, 1988). As the transaction costs theory explains, the parent 

organisation can be expected to reduce these costs, while still retaining at least some of the 

benefits of venturing, by extruding the venture outside (Teece, 1988; Ito, 1995). 

Alternatively, the parent may lose interest in a moderately related venture, while the 

innovators and venture managers may still be inclined in developing it further due to personal 

interests and a fairly decent understanding of it (von Hippel, 1977; Burgelman, 1983; Fulgheri 

& Hodrick, 2006). This situation can, similarly, result in the venture’s survival outside of the 

parent’s boundaries. 

 

In sum, all these arguments give support to an expectation that the moderately related 

ventures would be associated with spinning the venture off. On one hand, such a venture 

provides certain benefits which justify its survival. On the other, it creates problems that can 

most easily and effectively be solved by pushing it out of the parent organisation. Thus, we 

formulate the second hypothesis for this paper as follows: 

 

Hypothesis 2: An increasing degree of relatedness will have a negative effect on the venture’s 

likelihood of being spun-off. 

 

 

2.3.2.2 Outcome 2B: Termination 

There are strong reasons to believe that as the venture drives further away from the core 

activity of its parent, the potential benefits from venturing decrease. Simultaneously, negative 

effects increase until the point where even a spin-off becomes less of a possibility. Thus, the 

unrelated ventures can be considered most typical candidates for termination. First of all, 

unrelated ventures will not benefit from already existing resources in the company to the same 

extent as highly related ones might do (Kuratko et al., 2009; Parhankangas & Arenius, 2003). 
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This might imply a hinder in development and therefore manifests the risk of being 

terminated, because the venture did not perform as hoped for. Notwithstanding an unrelated 

venture might benefit from existing resources, it may not contribute to the main activities of 

the parent and might not develop its core competences. The unrelated venture’s lack of 

knowledge about the economic environment also contributes to a higher risk of poor 

performance, and consequently termination (Sørensen & Sorenson, 2003; Thornhill & Amit, 

2001). 

The aforementioned problems of illegitimacy and illegibility pose a greater threat to 

unrelated ventures than to the related ones. This, depends on the fact that related ventures are 

more readily understood, as they are anchored in more familiar conceptual settings (Ahuja & 

Lampert, 2001; Hargadon & Douglas, 2002; Zander, 2007). This lack of understanding, 

which can be strengthened by a low degree of the venture’s relatedness or tempered by a high 

degree, may be a factor that hinders development of a venture. Consequently, its chance of 

survival decreases and might result in a termination. 

Another important aspect is the project’s perceived feasibility for the parent corporation. 

Relatedness has a large influence on feasibility, since it represents the parent’s familiarity 

with important practical components of the venture. This causes that projects within unknown 

technologies tend to be judged more harshly than those in familiar ones (Green et al., 2003). 

A difficult task, accomplishment of which faces unexpectedly challenging and hard problems, 

may be seen as a potential candidate for rejection. Thus, the more unfeasible the project (or 

the more it is judged as such) the greater its risk for termination (Day, 1994; Kuratko et al., 

2009). 

However, the unrelated ventures are not the only typical candidates for termination. 

Interestingly enough, such candidates can be found among highly related ventures as well. 

Namely, a high degree of relatedness can be expected to coincide, at least in some cases, with 

different forms of internal threats and conflicts. A high degree of resource relatedness may 

increase the internal competition for resources and personnel that a venture needs to face 

within the corporation, and thus triggers responses directly aimed at counteracting the new 

venture. Consequently, a highly related venture may threaten the activities of other divisions 

of the parent by absorbing resources needed by them (Hargadon & Douglas, 2002; Fulgheri & 

Hodrick, 2006). At which stage of venture development this problem may arise depends on 

the characteristics of the particular venture (Birkinshaw & Ridderstråle, 1999). A similar 

threat may appear when the venture addresses markets and industries highly related to the 

ones of the parent. In this case, the venture may cannibalise other divisions of the parent 

(Sorrentino & Williams, 1995; Parhankangas & Arenius, 2003), implying a convincing reason 

for termination. These highly related and terminated ventures can thus be expected to increase 

the average degree of relatedness among the terminated ventures, and by that mitigate the 

effect of low relatedness on the hazard of termination on the aggregate level. 

 

In sum, it can be assumed that similar reasons leading to an association between high 

relatedness and venture’s retention also lead to an analogous association between lower 

degrees of relatedness and termination. This can however be toned down by the presence of 

highly related terminated ventures. Thus, our reasoning results in the following hypothesis: 
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Hypothesis 3: An increasing degree of relatedness will have a negative effect on the venture’s 

likelihood of being terminated, and this effect will be weaker than in case of 

spin-offs. 

 

The three hypotheses are tested on a sample of 78 cases of new ventures in established 

Swedish corporations. The sample and the event history analysis, which is the method used to 

test the hypotheses, are more thoroughly presented in the following section. 
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3. RESEARCH METHODOLOGY 

In the introduction, a broader tentative research question was presented inquiring why some 

intrapreneurial ventures are given the chance to thrive outside of established corporations 

while other such ventures are terminated. It is a general question of an exploratory character 

that only defines the direction of our investigation. In order to add depth to it, we have 

decided to narrow it down to provide a groundwork for future research by investigating one of 

the drivers leading to the situation depicted in the question. Thus a narrower research question 

was developed: How does the idea’s relatedness to the parent organisation affect the 

probability of the idea being given a chance to thrive outside of the established corporation? 

The nature of this research question, that is the intention to determine a probability, directs 

our attention towards a quantitative approach. We seek to find a correlation, which calls for a 

statistical analysis, and not necessarily explain it in full detail, where a qualitative method 

would potentially be more appropriate (Wilson, 2010, p. 46-49; Zikmund, 2000, p. 51-52). 

 

 

3.1 Considerations on research philosophy 

This study builds its hypotheses on a narrow phenomenon by combining insights derived 

from several broader theories, and therefore our approach is characterised by a deductive 

logic. Our reasoning is based on certain assumptions. The ontological assumption is the 

objectivism of the reality, even if it is, admittedly, somewhat limited. We recognise the reality 

as an objective setting independent of its observers, but accept the fact that this reality is 

perceived by subjective beings. Consequently, from the epistemological point of view we 

agree with the positivistic argument that experiencing and collecting empirical data in order to 

falsify or verify a theory is a means towards creating understanding (Popper, 2005, p. 17-18). 

Furthermore, it is the understanding that is the primary purpose of this study, which has 

axiological consequences. Namely, despite having own opinions and personal preferences 

within the theme of the study, we refrain from assigning values to our findings (Collis & 

Hussey, 2003, p. 48-50; Wilson, 2010, p. 12). 

An important aspect of research philosophy with probably the clearest practical 

implications for a researcher’s work appears when leaving the world of theory and proceeding 

to gathering the empirical data. A crucial decision needs to be made, which is the choice of 

taking a qualitative or quantitative approach to the data collection and analysis process. A 

qualitative approach focuses on an in-depth investigation of a single or multiple (but still few) 

study cases. By providing an in-depth understanding of the study object, the qualitative 

approach reinforces the internal validity of the study, i.e. it ensures that the investigation is 

accurate and focuses on what it was intended to focus on. The major disadvantage of a 

qualitative approach is the fact that only a strictly limited number of cases can be observed. 

The reasons are primarily pragmatic, as a research process relies on a limited resource base. 

Moreover a compilation of numerous overly detailed study results could also obscure the 

conclusions, making them hardly applicable or inapplicable in particular cases. Therefore, a 

qualitative study suffers from lacking the external validity that is the potential of generalising 
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the results. This lack of external validity can be overcome using a quantitative approach and 

thereby raising the number of observations. This will increase the external validity because a 

larger data sample permits generalisations. Large samples allow for evening out both the 

outlying observations and individual measurement errors by averaging the results, which in 

turn contributes to an increased probability of achieving similar results when following the 

same procedure. Although this happens at the expense of the in-depth understanding of 

specific cases, the researcher still can base his or her reasoning on previously developed 

theories (Ghauri et al., 1995, p. 33-34, 50-51; Wilson, 2010, p. 119-123). 

Nonetheless, to claim that the qualitative and quantitative approaches are mutually 

exclusive is an overstatement. They can be, at least partly, combined and by that provide a 

relatively deep understanding of the phenomenon. At the same time this allows for drawing 

conclusions of general nature (Jick, 1979). The original study by Czernich (2004) was 

designed in order to find such a balance. For this ambition to be fulfilled, a large number of 

questions concerning a broad range of themes were asked in the questionnaire for the internal 

venture managers, which was even accompanied by a more open interview conducted with 

them. Compiling answers to multiple questions into single coefficients hopefully allowed for 

including a relatively large amount of data in these coefficients. Our focus on quantitative 

data analysis methods grants higher generalisability. 

 

 

3.2 Sample 

The database that constitutes the empirical data of this thesis is a result of the original 

research effort of Christian Czernich and Ivo Zander that was concluded in May 2004. The 

initial main period of data collection was between June 2002 and September 2003. This joint 

research effort resulted in Christian Czernich’s doctoral thesis “When Ideas meet 

Organisations - The Survival of entrepreneurial ventures inside the established firm”. Since 

our thesis builds on the previous work of Czernich, we are using the original database, which 

we also augmented by adding several new cases following the same data collection methods. 

In this paper, we briefly describe how the original sample was created.
3
 

For reasons of simplification, the original Zander-Czernich database hereafter will be 

referred to as ZC04 database, clearly indicating the end of data collection in 2004. In order to 

include more recent data, we extend the original ZC04 database by adding additional new 

data. The main period of data collection for the new data was between March 2014 and May 

2014. The same approach and methods have been used for the data collection process as for 

the original ZC04 database to ensure consistency
4
. Being aware of the fact that the database 

underlying the analysis in this thesis no longer is equivalent to the original ZC04 database, we 

will hereafter refer to it as the ZC14 database, demonstrating an updated version of the ZC04 

database. 

Three criteria underlay the sampling strategy by Czernich. First of all, any ventures that 

originated as part of strategic planning by the parent corporation were not included. Any 

                                                           
3 More detailed information can be found in the works of Czernich & Zander (mimeo). 
4 A deeper discussion about the approach and method for data collection can be found in section 3.3 Data Collection on page 

19. 
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venture included in the sample “had to be based to a significant extent upon the autonomous 

initiatives of employees, mostly engineers” (Czernich 2004, p. 112). Secondly, ventures that 

were an improvement of an existing product or product line were excluded as well. Finally, 

the venture had to show technological feasibility, which has been assessed by the venture 

passing the prototyping stage (Czernich, 2004, p. 112). In other words, a venture was only of 

interest if it contributed to the activity of the parent with a considerable level of novelty and 

innovativeness. Thus, it can be concluded that: 

 

“[i]n summary, the sample consisted of significant, often but not always radical 

innovations based upon the autonomously created ideas and inventions of employees. 

Furthermore, these ideas and inventions, at least initially, did not fit naturally into the 

top-down strategy of the mother corporation (Burgelman, 1983) and were not part of 

routine corporate innovation activities.” (Czernich, 2004, p. 113) 

 

The sample underlying the ZC14 database follows the same sampling strategy and criteria as 

used by Czernich in 2004. In order to get a valid result, a balanced sample of both successful 

and failed ventures is important. The risk of oversampling the successful ventures is present 

due to a pro-innovation bias that is generally prevalent in studies on entrepreneurship and 

innovations (Rogers, 1995 in Czernich, 2004, p. 112). 

Another critical feature of the sample is the clear restriction to Sweden. All the ventures 

included in the sample originated and were based in Sweden. Czernich (2004, p. 115) made 

this decision due to the important role of personal interviews in both the sampling and the 

data collection process. An expansion of the sample internationally would have resulted in 

additional time and costs spent on travelling that otherwise could have been spent on deeper 

personal interviews. Furthermore, access to an established contact network (SSE alumni 

network) also contributed to this decision. 

Moreover, the distribution of the included ventures across different companies and 

industries can be seen as another important characteristic. In the original ZC04 database, the 

total number of parent companies in the sample was 29, which has been presented by 

Czernich (2004, p. 116) as a “sufficiently large number of companies to allow for enough 

variation in performance history, an important aspect of the quantitative analysis”. 

Although 33% of the ventures in the sample originated in a single parent organisation, we 

agree with Czernich and see the total number of parent companies in the ZC14 database of 29 

as a sufficiently large number. The large amount of ventures originating in the same parent 

organisation actually reflects the Swedish innovation market. Looking at the number of 

patents that have been granted in 2013, we can clearly see that a large amount of granted 

patents comes from only one parent organisation, which is the same as in our sample
5
. 

Therefore, we do not deem this to be a severe bias. Similarly, the sample consists of 

innovations coming from a wide range of industries (see Table 1), and thus can be considered 

to reflect the economic reality of Sweden (Czernich, 2004, p. 115-116). 

 

 

 

                                                           
5 According to press releases. However, to ensure the confidentiality of the parent corporations, the reference supporting this 

statement cannot be revealed. 
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Table 1: Industry classification of parent companies (cf. Czernich 2004, p. 240) 

Industries 

Information Technology 

Defence, Aviation and Space 

Heavy Trucks/Buses/Aviation 

Pulp Paper and Packaging 

Power and Automation Technology 

Pharmaceuticals 

Automotive Safety 

Tooling, Mining and Construction 

Steel 

Medical Equipment/Biotechnology 

Bearings and Seals 

Process Machinery and Equipment 

Construction and Mining Equipment/Power Tools 

Automated Waste Collection 

Insurance 

Wholesale 

Electronics 

Mechanical Engineering, Marine Propulsion 

Information Technology Consulting 

National Post/Logistics 

Nuclear Industry 

 

The ZC14 sample consists in total of 78 cases. Of these, 51% (40 cases) are retained projects, 

i.e. at the time of the data collection process they were still included within their parent 

organisations’ activity. 30% of the sample, which translates to 23 cases, are classified as spin-

offs. This includes not only projects that were transferred into newly founded companies, 

either fully or partly owned by the parent, but also projects that were taken over by former 

employees of the parent in order to start a new, independent company, as well as projects sold 

off to external actors. The remaining 19% of the sample, which accounts for 15 cases, are 

projects that were terminated without having had a chance to thrive outside of the parent 

organisation. The graphical representation of the sample can be found in Figure 4. Moreover, 

Figure 5 displays the duration of the ventures within the parent organisations. As can be seen, 

there are a few observations that have uncommonly long duration, which may be subject to a 

certain bias due to memory issues. A robustness test was conducted excluding these 

observations and no significant differences in the results were found. 

It also is noteworthy that the sample includes right-censored observations. This means that 

each venture may in a certain point in time experience one of the investigated events. 

Although a venture theoretically can remain retained forever, it constantly faces the risk of 

being terminated or spun off. Therefore, spinning the venture off or its termination can occur 

in a remote and difficult to estimate time horizon. Accordingly, for some of the ventures none 

of the events occurred within the observation period. Thus the ventures that are qualified as 

terminated or spun off are not censored, as an event has occurred for them; while all the 

retained ones are censored, as one of the events was yet to happen at the end of the 

observation period. 
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Figure 4: Sample composition by the status of the venture 

 

 

 

 

Figure 5: Duration of the ventures within parent organisations 

Mean = 8.4; Std. Dev. = 6.57; Min = 1; Max = 29 

(for retained ventures, the data shows the duration until the time of the interview) 

 

 

3.3 Data Collection 

The data collection process was done in four steps. Below, the steps are explained in detail. In 

addition to that and in order to establish a theoretical framework, a selection of other studies 

on the issues related to our work was made. 
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Step 1: Understanding the ZC04 database and its construction 

The first step of our work was to familiarise ourselves with the ZC04 database. As was 

mentioned earlier, the database was constructed primarily in the period between June 2002 

and September 2003. The sample was defined by contacting alumni of business studies 

programme at Stockholm School of Economics who at the time of the database construction 

had relevant professional experience. They were asked if they had been involved in a new 

business venture that fit the criteria. Furthermore, participants were requested to provide 

contact information to other people who had similar experiences. When an appropriate group 

of employees was specified, a few of them were approached for in-depth interviews that 

allowed for initial examination of the previously developed conceptual framework as well as 

validating the survey questions based on this framework. Subsequently, all the individuals in 

the sample were asked to fill in a survey, which took approximately 20-25 minutes for each 

interviewee. The survey was composed of a set of 128 closed questions covering a whole 

range of various aspects of the venture they worked with. More specifically, the employees 

were asked to assess the level of agreement with certain statements describing the venture. A 

7-points Likert scale was used for that purpose. The survey template can be found as 

Appendix 2. Czernich (2004, p. 123) gave a detailed description of the areas included in the 

survey: 

“The survey, which consists of 128 questions in total, contains fairly direct questions 

about the following principal areas: the origin of the idea, the degree of novelty of the 

idea, the degree of relatedness of the venture to various dimensions of the mother 

corporation, various details about the person and the process driving the venture, such 

as linkages to top management, the amount of effort allocated to persuasion, the extent 

of the intrapreneur’s prior experience, the various framing tactics used by the 

intrapreneur (only available for about 45 ventures) and about the details of the venture’s 

performance. The major part of the questionnaire is devoted to the assessment of 

relatedness.” 

 

Apart from the aforementioned initial interviews, other qualitative interviews accompanied 

each survey. Conducting these interviews before the surveys allowed for gathering additional 

data and helping the interviewees remember their projects as well as making them feel more 

comfortable with the research team. For the same reasons, the interviews were mostly 

conducted at the employees’ workplaces. The employees were also guaranteed anonymity of 

both them, their employers, and the particular ventures (Czernich, 2004, p. 121-122; cf. 

Gummesson, 2000, p. 46-47; Wilson, 2010, p. 88). 

 

 

Step 2: Identification of additional cases 

The next step of our data collection was considering the possibilities to expand the database in 

order for it to cover a wider selection of cases stretching over a longer period of time – 

namely, so that it includes more recent cases as well. Thus, we have followed the same 

procedure as described above and taken contact with Uppsala University graduates. Firstly, 

we used an e-mail request to reach all the alumni of the Department of Business Studies. 

Secondly, a short notification was made in a newsletter distributed centrally by the university 

to all its alumni. In total, 14 alumni responded, whence 4 additional cases fitting the sampling 

criteria have been recruited. 
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Step 3: Conducting Interviews and Surveys 

Additional 3 interviews were conducted. We followed the same structure as introduced by 

Czernich (2004, p. 121-122) and divided the interview into two parts. The first part consisted 

of critical background information concerning the venture. This part includes information 

about the start date of the venture, its current status, and in the case of termination or spin-off, 

the date and kind of event in question (Czernich, 2004, p.121). The second part concerned the 

origin of the venture. In detail, the interviewee was asked about different challenges he or she 

had to face during the development of the venture. Furthermore, information about reasons 

behind certain events was gathered as well. 

Interviews were held prior to the participant filling in the survey. This helped the 

participant to relax, since a friendly and trustful environment was created. It also allowed for 

strengthening the memory recollection process. Information that was obtained through the 

interviews was included in the database, however only a small proportion of the data obtained 

this way was used for the purpose of our study. This concerns specifically the information on 

the ventures’ fate and the time they were kept within their parent organisations. 

Along with the interviews, 3 surveys have been conducted. Reusing the existing survey 

ensured gathering data in the same way as has been done previously. Unfortunately, only one 

of these cases met the sampling criteria. Further efforts to expand the database were 

continuously made, but did not yield satisfying results within the time frame for this thesis. 

 

 

Step 4: Detective Work 

Information about the specific venture’s fate (retention, termination or spin-off) had been 

collected during the interviews only. Unfortunately, this detailed data so critical for this 

thesis’ purpose was unavailable for 19 cases. Since it is crucial for this thesis to know the 

ventures fate – that is if it has been retained in the parent corporation, terminated or spun off – 

we recontacted parent corporations and intrapreneurs to fill in the missing information. Our 

attempts to establish contact were made through both e-mail and telephone. Given the time 

that has passed, it was not always possible to find and contact persons with relevant 

knowledge due to personnel rotation and failing memory. Anyhow, we succeeded with 

restoring the data in 9 cases. 

 

 

3.4 Dependent Variable – Hazard Rate 

The dependent variable in our model is the cumulative hazard rate for the particular type of 

event within a predefined, given period of time (or, in other words, hazard function). Hazard 

rate is defined as a risk of the event happening for the particular venture within the given 

period of time, under the self-evident assumption that the event had not happened before for 

that particular venture (Blossfeld et al., 1989, p. 31). This can be estimated through an 

analysis of the ventures’ duration within their parent organisations, expressed in full years and 

obtained during the data collection process. Subsequently, a hazard ratio is calculated for the 

ventures depending on a value of a certain investigated variable, which in our case is the 

degree of relatedness. The hazard ratio is calculated by comparing a hazard rate of the event 
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occurring if the venture is characterised by a lower value of the investigated variable to an 

analogical hazard rate if the venture is characterised by a higher value of the investigated 

variable. The hazard rates used for these calculations are always hazard rates for the same 

time period (Blossfeld et al., 1989, p. 31). 
 

 

3.5 Independent Variable – Relatedness 

The literature review that we have conducted has shown that relatedness is a variable that may 

have a considerable influence on the venture’s survival chance within the organisation as well 

as the further fate of the venture in case it was rejected by the parent. This impact was 

observed to be both direct and indirect. For that reason, the degree of relatedness was chosen 

to act as the explanatory variable in our model. However, relatedness is a characteristic that 

may have many somewhat varying aspects, and it is the ambition of this study to cover a 

potentially high number of them. Thus, in order to construct an average coefficient describing 

these aspects, a set of questions was chosen that will allow for capturing several of them, such 

as sales and distribution relatedness, technological relatedness, manufacturing relatedness, 

and others. Therefore, the degree of relatedness was calculated as an average value of the 

answers given to the selected questions summarised in Table 2. The choice of these questions 

allows for capturing a broad range of dimensions of relatedness, both in the perspective of 

resource and process relatedness (vide Czernich, 2004). However, it needs to be stated that a 

robustness test was carried out to investigate possible differences between process relatedness 

and resource relatedness, with an insignificant influence on the results. 

 

Table 2: Average degree of overall relatedness (cf. Czernich, 2004, p. 143) 

Average degree of overall relatedness 
 

The new concept: 
  1. (Q22) built on manufacturing methods the company was well familiar with. 
  2. (Q23) demanded types of marketing which were well known within the company. 
  3. (Q24) demanded a distribution method which was well known within the company. 
  4. (Q25) demanded a sales process which was well known within the company. 
  5. (Q26) focused on already existing customer groups. 
  6. (Q27) was based on purchasing routines which were well established within the company. 
  7. (Q45) got much of the required knowledge from inside the company. 
  8. (Q49) used design systems which already existed within the company. 
  9. (Q50) employed technical knowledge which already existed within the company. 
10. (Q51) utilized manufacturing knowledge which already existed within the company. 
11. (Q53) utilized research and development resources which already existed within the company. 
12. (Q56) used existing sales channels. 
13. (Q57) utilized the existing sales force. 
14. (Q58) utilized already existing suppliers to the company. 
 

 

Likert scale from 1 (totally disagree) to 7 (fully agree) 
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3.6 Control Variables 

The survival rate of internal ventures can be influenced by other variables than those 

mentioned in the “Theoretical Framework” section. Some of them might be independent of 

relatedness, or their relation to relatedness could be unclear. Thus, we have decided to 

incorporate them in our model as control variables. We believe they cover some of the most 

critical internal and external factors that may affect a new venture’s survival chances. These 

variables are the venture’s economic performance and the internal threat that it poses within 

the parent organisation. A detailed discussion concerning these variables is given below 

Certainly, there are many conceivable factors that could influence the results of the 

analysis. Unfortunately, the size of our sample – and especially the size of the terminated 

subset – strongly limits the number of controls that could be included in the model. Examples 

of alternative controls could be size and performance of the parent corporation, persuasive 

efforts of the intrapreneur, social anchoring of the venture, or the intentions that the parent or 

venture managers had concerning the venture development. When making the choice, we 

decided to follow those controls that appeared most prominently in the literature. Our decision 

was also influenced by the design and content of the original database. However, in order to 

provide reliability of the investigation, we have conducted robustness tests using several other 

potential controls, for example social anchoring of the venture or persuasive efforts of the 

venture team. No significant differences were found in the results of these tests. 

 

 

3.6.1 Venture’s Performance 

Self-evidently, an economic reward, or – to put it simpler – a profit, is a strong argument for 

retaining a venture. This remains true even if the profits are only projected in the future and 

not imminent in present (cf. Brealy & Myers, 2000). It can thus be expected that high 

profitability of a venture contributes positively not only to its survival chance, be it inside or 

outside of the parent. Similarly, it can be expected that companies would rather retain 

profitable ventures than lose control over them by spinning them off. 

However, venture performance is a concept somewhat more complex than simple 

economic performance (Thornhill & Amit, 2001; Narayanan et al., 2009). Other aspects that 

may influence the performance in future should be considered as well. Therefore, in order to 

produce a coefficient that could be used in the statistical model, we have decided to use 

averaged data from several survey questions. These questions capture not only the 

straightforward economic performance, but also its technical and competitive aspects. The 

questions used for determining the coefficient are presented in Table 3. The questions were 

chosen in order to cover three major aspects of performance, namely market performance, 

technical performance and pressure from the competitors (vide Czernich, 2004). 
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Table 3: Questions describing venture performance (cf. Czernich, 2004, p. 143) 

Venture performance 
 

Market performance 

1. (Q117) The market introduction of the new concept has gone faster than expected. 
2. (Q118) Sales of the new concept have grown faster than expected. 
3. (Q126) The new concept created much weaker demand among the intended customers than 
expected (inverse). 
4. (Q128) The customers have been more satisfied with the new concept than expected. 
 

Technical performance 

5. (Q122) The new concept is more successful in technical terms than expected 
 

Competitive pressure 

6. (Q120) Competition from other companies with similar ideas has been severe 
 

 

Likert scale from 1 (totally disagree) to 7 (fully agree) 

 

The indicator of venture performance computed in this way is a self-reported measure, and as 

such it is vulnerable to the common method bias (Podsakoff et al., 2003). Unfortunately, other 

measures of internal venture performance are difficult (if not impossible) to obtain. For this 

reason we had to use this data available to us. 

 

 

3.6.2 Internal Threat 

A venture developed within a company may pose a threat towards already established 

activity. A threat like this is clearly visible when various subdivisions of the parent 

organisation compete for access to resources (Sorrentino & Williams, 1995) and workforce of 

the company (Fulgheri & Hodrick, 2006). The competition for resources can also be 

associated with cannibalisation of the target markets of other subdivisions of the parent, 

especially if highly related ventures are concerned (Hargadon & Douglas, 2002; Dougherty & 

Heller, 1994). Even though it may seem reasonable to believe that a high degree of an internal 

threat would trigger termination rather than spin-off, since some groups or persons within the 

parent would rather eliminate a threat than grant it independence, it is not necessarily the case 

(Parhankangas & Arenius, 2003). For example, some people may use ventures a political 

moves to strengthen their position within the company and enhance their carriers (Day, 1994). 

However, the competition needs not exist at all to begin with (Sorrentino & Williams, 

1995; Parhankangas & Arenius, 2003), and the internal threat may take another, less 

institutionalised form. Namely, a decision on a venture’s fate typically involves multiple 

individuals with varying perspectives (Green et al., 2003). Individuals within an organisation 

may have conflicting interests, both of organisational and personal character. These conflicts 

may hinder the venture’s development (von Hippel, 1977; Day, 1994; Fulgheri & Hodrick, 

2006). This negative influence possibly will occur indirectly, as the intrapreneurs are aware of 

the potential conflicts within the company and thus act with caution, while their flexibility is 

limited (Shrader & Simon, 1997, cf. Jackall, 1988). Accordingly we conclude that internal 
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threat can have a significant effect on ventures’ survival, and should be included in the model 

as a control. 

A question may arise if an internal threat is an appropriate control variable, since theory 

suggests it might be correlated with relatedness (vide e.g. Dougherty & Heller, 1994; 

Sorrentino & Williams, 1995). This suggestion is only of an ostensible nature though, for a 

number of reasons. The most obvious one is that relatedness is a somewhat loosely defined 

factor in our analysis, covering several different aspects. Not all of these aspects may be 

directly correlated with internal threat. By that, an overall highly related venture does not 

necessarily pose on internal threat, and similarly – an overall low level of relatedness does not 

have to imply a low level of internal threat. 

The internal threat understood as threat towards the particular people within the company 

could be asked for relatively directly. The risk of cannibalising other aspects of the firm 

activity was more difficult to assess. Therefore the perceived reaction of staff of other 

divisions of the company and the resistance of the top management was used as an estimate. 

Only one question was used for estimating the degree of internal threat (see Table 4) as the 

answers obtained from other questions appear to correlate highly, and by that don’t influence 

the results (vide Czernich, 2004). 

 

Table 4: Questions describing internal threat (cf. Czernich, 2004, p. 143) 

Internal threat 
 

(Q91) The new concept threatened people holding important positions within the company. 
 

 

Likert scale from 1 (totally disagree) to 7 (fully agree) 

 

 

3.7 Data Analysis 

For our statistical analysis we used IBM’s Statistical Package for Social Sciences (SPSS), 

which is a well-established tool widely used for such purposes. The research problem that we 

identified can be approached by using several different statistical methods. An intuitive 

choice for comparing one parameter among two groups, where the parameter is expressed as a 

continuous numerical variable, is a t-test for comparing means of independent samples 

(Moore et al., 2012; Sekaran & Bougie, 2009, 340-341). The variable in question in this case 

would be the degree of relatedness, and the point estimates of the means would be derived 

from the samples of spin-offs and terminated projects. This method, however, has certain 

disadvantages that make it inappropriate for our case. Firstly, the relatively small sample size 

of the terminated projects limits the potential of finding a significant result. Even though this 

could be at least partly extenuated by using a permutation test (Moore et al., 2012), there are 

other reasons for abstaining from using a hypothesis test anyway. This method is strongly 

focused on the chosen parameter only, largely disregarding potential controls. Furthermore, as 

it only confirms or negates a difference in one parameter between two groups, it does not 

allow for describing the effect that any potential independent variables might have on the 
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tested parameter – that is to say, it does not allow for defining a correlation. Moreover, the 

nature of the research question calls for conducting multiple tests in order to describe the 

differences between three groups in total (retained projects, spin-offs, terminated projects), 

which would decrease the potential of finding a significant difference even further (Moore et 

al., 2012). 

Many of these problems can be solved by a multiple logistic regression. This method 

allows for establishing a correlation between the selected variables, in our case expressed as 

odds ratio for a termination – or a spin-off – depending on the venture’s degree of relatedness. 

It also allows for testing the significance of such a correlation. As a logistic regression model 

may consist of multiple explanatory variables, it also offers a possibility of including controls. 

However, even in this method our sample size proves to be a major setback, as it limits the 

number of the variables that can be included in the model (Moore et al., 2012; Hair et al., 

2014). Similarly, this static, cross-sectional model disregards the dynamism of the decision 

process that determines the fate of the venture, as it neglects the time aspect of the ventures’ 

life cycle. Moreover, it also neglects the fact that the possibility of terminating and spinning 

off a venture are two disjunctive outcomes that are actually competing against each other. The 

logistic regression model sees those two outcomes as conjunctive rather than disjunctive. That 

is to say, in this model termination and spin-off are two subcategories of a rejection decision, 

whereas in the reality they can be seen as mutually independent and fuelled by different 

factors. Thus in reality a venture might be spun off without ever being considered a candidate 

for termination (or vice versa), which is not the case in the logistic regression model. 

Neutralising this obstacle could be achieved by constructing several models establishing the 

correlation coefficients between the pairs of the samples. Such a solution, however, would not 

only produce unnecessarily complex results, but could also have a negative impact on the 

significance of the correlations (Moore et al., 2012; Hair et al., 2014). Another and perhaps 

more serious problem in the logistic regression model is the fact that our data is right-

censored. This means that while all the ventures have a risk of the events in question 

occurring, for some of them the events did not occur during the observation period. Thus, it is 

impossible to use the data from the right-censored observations for constructing the 

relationship between the investigated variables and the two events. 

 

 

3.7.1 Event History Analysis 

A method which allows for overcoming these problems is survival analysis, which in social 

sciences is more popular under the name of event history analysis. This method analyses the 

hazard of status change of the observed individuals over time. The main disadvantage of the 

method is its complexity. However this can also be seen as an opportunity, as the method’s 

countless possibilities of constructing a model allow for designing a constellation that is most 

appropriate for our particular research problem (Blossfeld et al., 1989, p. 15-16; cf. Fine & 

Gray, 1999). The model that we constructed (see Figure 6) is built on the assumptions that 

there is only one initial status (project retained), which can change into one of two competing 

output statuses (termination or spin-off). 

Only one status change is allowed for each particular individual. As the hazard 

dynamically changes over time, it can only be measured as hazard of the event occurring 
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within a predefined time interval (Blossfeld et al., 1989, p. 31, 59). This contributes to a 

substantial strength of the event history analysis, which is its robustness against right-

censored cases. Since the hazard rate is estimated for particular time periods, the right-

censored observations are only relevant within the periods before their censoring, and they 

don’t influence the data after the censoring (Blossfeld et al., 1989, p. 69). 

 

 

 
Figure 6: Comparison of the model with a single hazard for two different subcategories of outcome (model A, 

used by Czernich (2004)) and the model of competing hazards for two separate outcomes (model B), which we 

find more appropriate for our project. 

 

The nature of our data causes us to use a one year time interval. Additionally, we intend to 

observe the effect that certain variables may have on the hazard for each of the event types’ 

occurrence. The events are mutually independent, that is hazard of one type of event 

occurring is disjunctive from the hazard of the other event occurring. Because of that, the 

events may be seen as competing against each other. Again, it is the nature of our data that 

limits our choice of method, since it does not allow for following how the factors influencing 

the hazard rate changed over time, and thus these factors will be described as time 

independent covariates. All these assumptions are in line with what is known as Cox 

regression model for competing risks (Blossfeld et al., 1989, p. 55-59; Fine & Gray, 1999), 

which is used in this paper. An advantage of this method, which is a subcategory of a larger 

family of regression methods, is that it doesn’t make any assumptions on the distribution of 

the data. The regression formula in this model is defined as: 

                   
    

Since this only explains the hazard rate, and our study demands for the hazard ratio, the 

following definition will be used: 
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As an outcome of applying this model to our data, we will find the effect of the chosen 

explanatory variable, with the controls in the account, on the response variable, which are the 

hazard rates for the investigated event types. This effect is expressed as a hazard ratio, which 

is the change in hazard incrementally associated with the one-unit change in the explanatory 

variable (Blossfeld et al., 1989, p. 59). The result will be averaged across time periods and 

particular values of the degrees of relatedness. For instance, if our hypothesis 1 is true, we 

expect to find that a venture with a degree of relatedness of k has on average an X% higher 

chance of being retained within a given period of time than a venture with a degree of 

relatedness of k-1. 

A minor problem appears in this respect, as the SPSS is not equipped with the tools 

necessary for directly conducting a competing risk analysis. This problem can be dealt with 

quite easily, although in a series of steps using simpler methods implemented in SPSS, as 

proposed by Porta and colleagues (2008). In this way, the competing risks analysis can be 

obtained, even if indirectly, providing us with the desired results. 

 

 

3.8 Ideal vs. Actual Approach 

Just as any other researcher, we have to acknowledge that the demands of an ideal research 

design cannot always be fulfilled. Efforts have been made to ensure that the reality of our 

research corresponds to the ideal research design to the greatest extent possible; however 

there are certain limitations which, for practical reasons, we cannot exceed. 

Ideally, a quantitative study is expected to feature a random sample. This assumption 

allows for using statistical methods and conduct statistical inference in the form of 

generalising the conclusions to the whole population from which the sample was taken. 

Statistical tools deal with the uncertainty introduced by the random variation of the sample – 

but when the sample is not random, statisticians become less certain about the results. 

Drawing a random sample, however, is in many settings a highly problematic process, as it 

requires access to all the individuals in the population, or at least an equal chance for all the 

individuals to be included in the sample. This is not possible in our setting because the 

process of identifying corporate ventures proves to be difficult in the first place. Besides, we 

fail to find any way that would grant us access to all the companies that launch internal 

ventures, let alone all the internal ventures themselves. Many of these never reach out to the 

external world, many are soon forgotten, and even many of those that are announced publicly 

remain unregistered. To map all of them out is an enterprise demanding unthinkable amount 

of work, and that undoubtedly exceeds the scope of this study. 

Therefore the sampling process had to be limited. Instead of simple random sample, a 

snowball sample was drawn, as the project managers were asked to identify others committed 

to a similar work. There is, admittedly, a risk that this method limits our sample to a particular 

social network. On the other hand, the size of the sample and the multi-step process of 

obtaining new observations give a reason to believe that the population of the internal 

ventures was covered rather extensively. A limitation that we are sure not to have neutralised 

is the geographic one. Due to pragmatic reasons the study is limited to the Swedish market 

only. 
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Another discrepancy between the ideal and the reality of the research is the problem of the 

overrepresentation of success. People prefer to tell stories about their successes rather than 

failures, and similarly companies might have policies preventing their employees from talking 

elaborately on failed projects. This might be due to a number of reasons, from a will to 

present a positive image of oneself, to the fact that success evokes more positive emotions, to 

remembering more details about successful projects, to a pro-innovation bias generally 

present within entrepreneurship (Rogers 1995 in Czernich 2004, p. 112). Certainly, many 

other reasons could be named. Many efforts were taken in order to provoke the interviewees 

to reveal the information on failed projects as well. The effect of these measures is a fairly 

balanced sample, with failed projects – that is, terminated and spun-off ones – accounting for 

approximately half of the sample. To what extent it reflects the reality, we dare not say, but 

such a sample composition is rather uncommon in the research on innovations, where pro-

innovation bias is prevalent (Rogers, 1995 in Czernich, 2004, p. 112). Thus, we find it 

reasonable to believe that such a sample composition provides the sought for variance and 

thus allows for conducting a fair study. 

Our study builds on empirical information obtained from interviews and surveys. This 

bears certain problems that need to be discussed. Firstly, the memory of the interviewees 

could fail. Therefore, as we believe, including interviews in the data collection is an important 

part of the process, since the interviews helped the intrapreneurs to relax and remember their 

own ventures. It gave them a platform to describe their own thoughts and feelings attached to 

the ventures and contributed positively to the interviewees’ willingness of filling in the 

survey. These were reinforced even further inasmuch as most of the interviews were carried 

out at the interviewees’ offices rather than in an unfamiliar environment (cf. Gummesson, 

2000, p. 126; Wilson, 2010, p. 86, 140-141). The risk that the interviewees would withhold 

some information was also imminent, and we minimised it by presenting the rationale behind 

our study as well as by ensuring anonymity of particular individuals, companies, and ventures 

that were studied. One more aspect that the “human factor” introduces is that both the source 

of our data and the character of the investigated features, causes that many of the obtained 

values are highly subjective. Unfortunately, this subjectivity is pertinacious, and therefore we 

decided to trust in the interviewees’ professional experience and judgement. Actually, this 

issue needs not be viewed as a problem. The decisions to retain, terminate or spin off a 

venture are made by people, and they are based on subjective perceptions of the venture and 

its characteristics (Green et al., 2003). We believe that the information obtained from 

interviews and surveys in fact can be expected to correspond quite well with these views. 

Another aspect that needs to be addressed is the risk for a common method bias (Podsakoff 

et al., 2003). Unfortunately, we cannot say to which degree the participants were able to draw 

conclusions from the questions presented in the survey and alter their answers to ones that 

they believed could be expected of them. To avoid this bias, the venture’s performance for 

example should have been measured separately. However, our hands were tied by the 

construction methods of the original database. Furthermore, information on performance of 

particular ventures could be highly inaccessible or even non-existent altogether. Therefore, 

being aware of the risks it bears, we had to rely on the information obtained through the 

surveys and interviews. On the other hand, some of the information obtained from the 

respondents was not subject to the common method bias, either because of the type of 

information or due to the order in which the questions were asked. Time to termination or 



30 

spin-off is an example of such information, easy to measure objectively and unlikely to be 

influenced by other questions asked in the survey, since it was retrieved in the interview 

preceding the questionnaire. 

Finally, the augmentation of the original database was conducted 10 years after the original 

sample was created. During these 10 years, between the years 2004 and 2014, the economic 

conditions worldwide have changed substantially. We acknowledge the fact that this change 

could also contribute to changed behaviours of the companies regarding internal venturing 

policies. However, this is not the theme of our study, and we leave an investigation of such a 

change to others.  



31 

4. RESULTS 

As previously explained, the average overall relatedness for each venture was computed as a 

mean value of answers given to a set of questions, which covered various aspects of 

relatedness. In total, the values of average overall relatedness of 78 ventures ranged from 1.36 

to 6.64 with the mean value of 3.96 and standard deviation of 1.3 (see Table 5). The 

distribution of the relatedness is displayed in Figure 7, which shows that the distribution is 

relatively flat and symmetrical, with two local peaks: one to the left and one to the right from 

the mean. 

 

Table 5: Descriptive statistics of the constructs 

 Mean Standard Deviation Minimum Maximum 

Duration (years) 8.4 6.6 1 29 

Relatedness 3.96 1.3 1.36 6.64 

Performance 3.98 1.18 1.67 6.67 

Internal Threat 2.2 1.8 1 7 

 

 

 
Figure 7: Distribution of the degree of average overall relatedness 

Mean = 3.96; Std. Dev. = 1.3; Min = 1.36; Max = 6.64 

 

Average overall performance was computed in a similar way, by averaging values of answers 

to a set of questions covering several aspects of performance. The mean value for the sample 

was 3.98 and the standard deviation was 1.18. The smallest value was 1.67 and the largest 

value reached 6.67 (see Table 5). As can be seen in Figure 8, the distribution is centred on the 

mean and somewhat positively skewed, with a local peak approximately one standard 

deviation to the right of the mean. 
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Figure 8: Distribution of the assessment of the venture’s performance 

Mean = 3.98; Std. Dev. = 1.18; Min = 1.67; Max = 6.67 

 

For the assessment of the internal threat only one question was used. The lowest level of the 

internal threat was thus judged as 1 and the highest as 7 (see Table 5). On average, the 

internal threat was 2.2 with standard deviation of 1.8. Frequencies for each answer are 

presented in Figure 9. The distribution is strongly positively skewed, with 1 being both the 

mode and median value. 

 

 

Figure 9: Distribution of internal threat assessment 

Mean = 2.2; Std. Dev. = 1.77; Min = 1; Max = 7 

 

 



33 

In order to avoid multicollinearity, the correlations between variables were checked. The 

correlations were found to be both weak and insignificant, suggesting that multicolliniarity is 

not affecting the results. The coefficients are presented in Table 6. 

 

 

Table 6: Correlations of the variables 

 Relatedness Performance Internal Threat 

Relatedness Pearson Correlation 1 0.222 -0.029 

Sig. (2-tailed)  0.051 0.803 

N 78 78 78 

Performance Pearson Correlation 0.222 1 0.148 

Sig. (2-tailed) 0.051  0.196 

N 78 78 78 

Internal Threat Pearson Correlation -0.029 0.148 1 

Sig. (2-tailed) 0.803 0.196  

N 78 78 78 

 

 

 

4.1 Dependent Variable 

The dependent variable in the event history analysis is the hazard rate for the particular event. 

Hazard rates for particular events are measured separately, which implies that the outcome is 

binary: the event in question either happens or not. Therefore the marginal changes in the 

dependent variable that depend on changes in the independent variables are expressed as 

hazard ratios, that is the ratio of the event occurring for a higher value of the independent 

variable and the hazard of the event occurring for a lower value of the independent value. The 

estimation of hazard rates is based on the time that passed before an event happened for a 

particular venture, and is also influenced by the time that passed before right-censorship of 

the observations for which none of the investigated events occurred. 

The hazard rates used for computing the ratios are averaged in order to represent one pre-

specified unit of time, which is one year in our study. However, at different points in time the 

hazard rates for the events vary. Figure 10 below depicts the cumulative survival function of 

the ventures over time – that is a proportion of the ventures that remained retained by the 

parent organisation. It suggests that the pace in which decisions concerning the ventures’ fate 

are taken is relatively stable over time. There is no particular threshold point in the venture 

duration, before or after which the pace would gain or lose momentum. 
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Figure 10: Survival function at mean of covariates 

 

Figure 11 shows the cumulative hazard rate for spin-offs over time. The shape of the function 

suggests that the hazard for spin-offs grows relatively low in the initial phases of the venture 

development, but this growth accelerates quite rapidly after the 10
th

 year of the venture 

development. 

 

 

Figure 11: Hazard function for spin-off at mean of covariates 
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The cumulative hazard for terminations over time is presented in Figure 12. The function 

shows that the cumulative hazard for termination grows rather steadily over time. 

 

 

 
Figure 12: Hazard function for termination at mean of covariates 

 

 

4.2 Effects of the Variables on Retention 

As many as 40 observations (51%) in our sample were right-censored, i.e. they did not change 

their initial status of “retained” within the observation period. A Cox regression model was 

constructed in order to find the effect of relatedness (and of the control variables) on the 

survival function over time. 

 

Table 7: Entire Test Model 

Omnibus Test of Model Coefficients 

χ2 df p-value 

18.184 3 0.000 

Variables in the Equation 

 B Wald df p-value Hazard Ratio 

Relatedness -0.382 8.043 1 0.005 0.682 

Performance -0.344 4.685 1 0.030 0.709 

Internal Threat 0.013 0.013 1 0.910 1.013 
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Table 8: Entire Control Model 

Omnibus Test of Model Coefficients 

χ2 df p-value 

5.753 2 0.056 

Variables in the Equation 

 B Wald df p-value Hazard Ratio 

Performance -0.428 5.569 1 0.018 0.652 

Internal Threat 0.040 0.135 1 0.714 1.041 

 

 

The model’s p-value for an omnibus test of model coefficients is p < 0.05, which indicates 

that the model can be used to effectively explain the variance in the outcomes. The hazard 

ratio for non-retention is 0.682 which is a significant effect with a p-value of p < 0.05. This 

means that a venture with the degree of relatedness k faces a 31.8% lower risk of non-

retention than a venture with the degree of relatedness k-1, cæteris paribus. In other words, 

higher degrees of relatedness facilitate venture’s retention within its parent. Therefore, 

hypothesis 1 is supported. This finding is not surprising, as it is in line with the findings of 

Czernich (2004). 

The effect of venture performance on hazard ratio was estimated at the level 0.709 which 

should be interpreted that a venture with performance perception of k faces a 29.1% lower 

risk of non-retention than a venture with performance perception k-1, cæteris paribus. That is, 

higher levels of performance are associated with better chances for retention. The effect is 

significant, with p-value estimated at p < 0.05. 

The effect of the internal threat was estimated at 1.013. This means that a venture with 

internal threat assessed at k faces a 1.3% greater risk of non-retention than a venture with 

internal threat of k-1, cæteris paribus, or – simply put – the greater the internal threat, the 

greater the risk for non-retention. Nonetheless, this effect is non-significant, as its p-value 

reaches p = 0.91. 

 

 

4.3 Effects of the Variables on Spin-Off 

There were 23 ventures in our sample that were qualified as spin-offs. The omnibus test of 

model coefficients for the model subset analysing the hazard rates for spin-offs produced a 

significant result, where the p-value was p < 0.05. Thus, the model can be used to effectively 

explain the variance in the outcomes. 
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Table 9: Spin-offs Test Model 

Omnibus Test of Model Coefficients 

χ2 df p-value 

15.858 3 0.001 

Variables in the Equation 

 B Wald df p-value Hazard Ratio 

Relatedness -0.576 9.901 1 0.002 0.562 

Performance -0.214 1.187 1 0.276 0.807 

Internal Threat -0.198 1.291 1 0.256 0.827 

 

 

Table 10: Spin-offs Control Model 

Omnibus Test of Model Coefficients 

χ2 df p-value 

3.114 2 0.211 

Variables in the Equation 

 B Wald df p-value Hazard Ratio 

Performance -0.311 1.937 1 0.164 0.733 

Internal Threat -0.142 0.676 1 0.411 0.868 

 

 

The effect of the relatedness expressed as hazard ratio for spin-off was estimated at 0.562 and 

this effect is significant as its p-value is p < 0.05. The interpretation of this is that a venture 

with degree of relatedness of k has 43.8% lower risk of being spun off than a venture with the 

degree of relatedness k-1, cæteris paribus - or, in other words, the higher the degree of 

relatedness, the lower the risk for spin-off. 

The hazard ratio for spin-off for the venture performance was estimated at 0.807. That is, a 

venture whose performance was perceived at level k faces a 19.3% lower risk of being spun 

off than a venture whose performance was perceived at level k-1, cæteris paribus. This could 

be simplified to say that the higher performance of the venture, the lower its risk of being 

spun off. However, the p-value for this effect is p = 0.276 and thus the effect is non-

significant. 

The effect of the internal threat expressed as hazard ratio for spin-off is estimated at 0.82, 

i.e. a venture with the internal threat of level k faces a 19% lower risk of being spun off than a 

venture with the internal threat of level k-1, cæteris paribus. This means that higher levels of 

internal threats can be associated with lower risk for spin-off. Nonetheless, this correlation 

has a p-value of p = 0.256 and thus it is non-significant. 
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4.4 Effects of the Variables on Termination 

There were 15 ventures in our sample that had been terminated. The subset of the Cox 

regression model analysing the selected variables’ effect on the hazard function for 

termination was found to be non-significant, as the omnibus test for model coefficients 

produced a p-value of p = 0.07. In other words, the model cannot effectively explain the 

variance in the outcomes. The results are provided and discussed in this thesis nevertheless, as 

in our belief the non-significance depends mostly on the small sample size. 

 

Table 11: Terminations Test Model 

Omnibus Test of Model Coefficients 

χ2 df p-value 

7.006 3 0.070 

Variables in the Equation 

 B Wald df p-value Hazard Ratio 

Relatedness -0.116 0.305 1 0.581 0.891 

Performance -0.570 4.072 1 0.044 0.565 

Internal Threat 0.269 2.362 1 0.124 1.308 

 

 

Table 12: Terminations Control Model 

Omnibus Test of Model Coefficients 

χ2 df p-value 

5.265 2 0.072 

Variables in the Equation 

 B Wald df p-value Hazard Ratio 

Performance -0.659 4.370 1 0.037 0.518 

Internal Threat 0.236 2.512 1 0.113 1.266 

 

The ratio of hazard rates for varying relatedness was estimated at 0.891, i.e. a venture with a 

degree of relatedness k faces a 10.9% lower risk of termination than a venture with analogous 

degree of k-1, cæteris paribus. In simpler terms, the higher the degree of relatedness, the 

lower the risk of termination. This correlation however is not significantly different from 

zero, as its p-value is p = 0.581. 

The effect of venture’s performance on hazard ratio for termination was estimated at 0.565. 

That is a venture with performance perceived at k faces a 43.5% lower risk of being 

terminated than a venture with performance perceived at k-1, cæteris paribus. This implies 

that better performing ventures are less likely to be terminated. The p-value of p = 0.044, 

indicates significance of this effect. 

The effect of the internal threat on hazard ratio for termination was estimated at 1.308, 

which indicates that a venture with internal threat of level k faces a 30.8% greater risk of 

termination than a venture with internal threat of level k-1, cæteris paribus. These numbers 
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should be interpreted as the more internally threatening the venture is, the greater its risk for 

being terminated. Nonetheless, this effect is insignificant, as its p-value is estimated at 

p=0.124. 

 

 

4.5 Robustness Tests 

A number of robustness tests were carried out to explore in which way the results would be 

sensitive to alternative specifications of the relatedness variable or the applied control 

variables. 

Firstly, different aspects of relatedness were identified and used in the model. Those 

aspects were process relatedness and resource relatedness. Additionally, different sets of 

questions that could reflect relatedness were subject of the robustness tests. None of these 

tests produced a result that deviated considerably from the results presented above. 

Secondly, other control variables were used in the model. Those variables were persuasion 

and social anchoring. They were used in all potential constellations with the variables internal 

threat and venture performance. None of the tested constellations had a considerable impact 

on the effect of relatedness measured in the original model. 

Finally, our investigation of the venture duration revealed several outlying observations. A 

robustness test was conducted that excluded these observations from the sample. This test did 

not produce any result that differed considerably from the results of the original model. 

Results of all the conducted robustness tests are available from the authors upon request.  
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5. DISCUSSION 

We have developed and tested three different hypotheses, investigating the effect of 

relatedness on different outcomes of corporate venturing: retention, spin-off and termination. 

The results for each possible outcome are discussed in detail below.  

 

 

5.1 Effect of Relatedness on Retention 

The first hypothesis of our paper, which states that an increasing degree of relatedness will 

have a positive effect on the ventures survival inside the parent corporation, finds support in 

the data. This is in line with expectations, since this hypothesis confirms the earlier findings 

of Czernich (2004). As was already discussed, there are numerous ways in which a higher 

degree of relatedness can contribute to a greater chance of the venture staying inside the 

parent company. This correlation may be explained by the fact that a venture that is highly 

related is probably also better anchored in the already existing cognitive frameworks of the 

staff, and by that the problems of the illegitimacy and illegibility of the novel idea behind the 

venture are limited (Hargadon & Douglas, 2002; Green et al., 2003; Zander, 2007). Moreover, 

such a venture can relate to the relevant experiences and know-how of the parent, and by that 

it is better understood by the managers of the parent. This in turn contributes to a more 

effective management of the venture (Sorrentino & Williams, 1995; Sapienza et al., 2004; 

Muendler et al., 2012). Even the fit between the venture and the strategic objectives of the 

company should be considered (Thornhill & Amit, 2001). On top of that, a related venture 

benefits from a privileged access to resources of the parent (Parhankangas & Arenius, 2003). 

What has to be emphasised though is that relatedness is a wide and extensive concept, 

covering a number of different aspects. The indicator of relatedness used in our work aimed 

for covering a potentially large proportion of them, and by that it may have concealed the 

potential differences between how various aspects of relatedness affect retention (cf. 

Czernich, 2004). 

Let us now take a closer look at the control variables of the overall model. Firstly, a better 

perception of the venture’s performance can also be associated with a lower risk for rejection, 

and by that a higher chance of retention. Also this finding is in line with expectations as it 

follows a reasonable assumption that a company would be inclined to keep a more profitable 

venture. The Cox regression model does not allow us to draw conclusions on coincidence 

between high levels of relatedness and high performance, but previous research suggests that 

such a coincidence could be the case (vide e.g. Parhankangas & Arenius, 2003; Kuratko et al., 

2009). 

What may be surprising though, is the effect of the internal threat. The interpretation of the 

results suggests that higher levels of internal threat could only marginally be associated with a 

higher risk of rejection, but this result is also insignificant and in fact it cannot be considered 

to prove that there is any effect whatsoever. On the other hand, this insignificance may at least 

partly depend on the structure of the model. The findings appear to suggest that higher levels 

of internal threat might be associated with termination and lower with spin-off. Since both of 
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these categories qualify as “non-retention”, it is possible that these two groups balanced each 

other. Therefore the model failed to find any considerable difference in the internal threat 

levels between retained and rejected ventures on the aggregate level. Also, the distribution of 

answers suggest that respondents may not have been aware of the true situation.
6
 

 

 

5.2 Effect of Relatedness on Spin-off 

The analysis of the empirical data shows a strong support for the second hypothesis as well. A 

higher degree of relatedness has a negative effect on the hazard of spin-off, meaning that it 

implies a lower risk for spin-off. The Cox regression revealed significance (p-value < 0.05) of 

this effect. Simultaneously it can be assumed that the less related an internal venture is, the 

higher the probability for a spin-off to occur. It needs to be mentioned that less related or 

unrelated in this terms correspond with the parent’s decreased knowledge of the venture’s 

environment. Although a possibility to reallocate existing resources within the parent 

organisation exists, a less related venture cannot fully be supported by the parent’s resources 

(Hellmann, 2002; Sapienza et al., 2004). Furthermore, the low relatedness to the parent’s core 

activities demands for greater governance autonomy for the venture (Vuori et al., 2012). 

However, this results in a twofold management system that leads to additional, unnecessary 

costs (Ito, 1995; Vuori et al., 2012). This includes a decrease in intangible assets due to 

internal differences between the management systems (Shrader & Simon, 1997, Fulgheri & 

Hodrick, 2006; cf. Jackall, 1988). This demands for a combination that utilises the existing 

resources of the parent corporation and the advantages of flexibility which are to a certain 

extent unified in a partial spin-off (Teece, 1988). Such a spin-off allows the parent 

organisation to gain novel experiences while reducing the costs and simultaneously retaining 

some of the benefits (Ito, 1995). 

The effects of both control variables were found to be insignificant. However, in both 

cases the effect observed in the sample indicates what was expected to be found, namely that 

higher performance contributes to a longer survival within the parent (cf. Thornhill & Amit, 

2001). Additionally, a higher level of internal threat makes spin-offs less likely since the 

parent company may be unwilling to surrender control over a venture that has the potential to 

be developed into a competitor (cf. Chesbrough, 2003). 

 

 

5.3 Effect of Relatedness on Termination 

The part of the model that referred to termination turned out non-significant, which in our 

belief could depend on the relatively small sample of the terminated ventures (only 15 cases). 

Thus the model provides only weak evidence to support the hypothesis on the relatedness 

effect on terminations. Nonetheless it still produces the outcome we expected. The result of 

                                                           
6 An important note needs to be made here concerning the control variables. The strongly skewed distribution of the internal 

threat indicates that the interviewees could potentially be misinformed or overly optimistic when answering this question in 

the survey. A further discussion of this theme exceeds the scope of this thesis, however it has to be noted that the usefulness 

of this control variable is limited. 
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the Cox regression analysis indeed suggests that more related ventures face a lower risk of 

being terminated. This effect, however, is relatively small. A potential explanation is that both 

high and low levels of relatedness can correspond to an increased risk for termination. The 

former does so by contributing to a high level of internal threat, not unlikely of a political 

nature, within the parent company (Day, 1994; Fulgheri & Hodrick, 2006), to an enhanced 

internal competition for the parent’s resources (Hargadon & Douglas, 2002; Parhankangas & 

Arenius, 2003), or an increased risk of cannibalisation of the parent’s activity (Sorrentino & 

Williams, 1995; Parhankangas & Arenius, 2003). The latter in turn might be reflected in 

lower performance combined with the parent’s disinterest in sustaining the venture (Kuratko 

et al., 2009; Vuori et al., 2012). Therefore the group of terminated ventures can be expected to 

comprise of both highly and lowly related ventures. Subsequently, the contrasting degrees of 

relatedness of particular ventures may be reciprocally neutralised on an aggregate, averaged 

level. Nonetheless, the fact that higher levels of relatedness were found to correlate with 

somewhat lower risk for termination indicates that the lowly related ventures outweigh the 

highly related ones in this group. The statistical insignificance of the relatedness’ effect on the 

hazard for termination may depend on the aggregate small effect size combined with the 

relatively small size of the sample of the terminated cases (Hair el al., 2014, p. 10). 

The effect of the venture’s performance calls for a particular attention, as it is the only 

significant one in this subset of the model. This quite large effect indicates that ventures with 

a higher performance face a lower risk of termination. It appears reasonable to assume that a 

high performance is the most convincing reason not to terminate a venture, plainly because it 

provides monetary returns. In other words, for an unrelated venture to avoid termination, it 

needs to be successful. To retain or spin off a successful unrelated venture are more likely 

choices (cf. Chesbrough, 2003), and the exact outcome depends on other factors, such as for 

instance strategic or political reasons. 

It is in line with expectations that the higher levels of internal threat were found to 

correlate with higher risk of termination (Sorrentino & Williams, 1995; Parhankangas & 

Arenius, 2003; Fulgheri & Hodrick, 2006). Even this effect is, however, insignificant. This 

may rely on the group’s composition of both highly related ventures, which are more likely to 

present high levels of internal threat, and lowly related ones, whose internal threat can be 

expected to be lower. It might stir the sample’s variance and by that decrease the significance 

of the effect. Such a decrease is probably fostered even further by the small sample size. 

 

 

5.4 Differences between Terminations and Spin-offs 

Although the results reveal that lower relatedness can be associated with both terminations 

and spin-offs, it appears that the logics of how low levels of relatedness affect the outcomes 

differ. 

The most obvious difference is the one that can be observed within the range of highly 

related ventures. Within this group, spin-off appears to be an unlikely outcome, which can be 

interpreted as the parent organisation unwilling to surrender control over ventures that might 

be connected to sensitive, core parts of the activity. Instead of that, a highly related venture 
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would rather be retained or terminated without being let out of the company (Day, 1994; 

Fulgheri & Hodrick, 2006). 

This argument diminishes in importance when moving further away from the parent’s core 

activity, as the probability of the venture being connected to sensitive areas also decreases 

(Day, 1994; Fulgheri & Hodrick, 2006). The moderate levels of relatedness appear to favour 

spin-offs, as was discussed above. At the same time, there are few reasons to believe that the 

parent would be prone to terminate a moderately related venture. The main reason for doing 

so would probably be a disinterest to develop the venture further under economic hardships 

(Vuori et al., 2012). 

Towards the “unrelated” extreme of the relatedness continuum, it appears that parents 

generally lose all interest in developing the venture. Therefore low levels of relatedness can 

contribute to both spin-offs and termination. Which outcome is more likely for the particular 

venture depends on other factors then. Those could be the strategic goals of the company, 

venture’s performance, personal interests of the venture team, to name a few examples (cf. 

Ito, 1995; Fulgheri & Hodrick, 2006). 

 

 

5.5 Contributions to Existing Literature 

This study contributes to the existing literature with several new aspects of additional 

knowledge (cf. Figure 3). First of all, a major contribution consists in spelling out and testing 

the effects of relatedness. The results show that relatedness in fact has an effect on the 

possible outcomes of corporate venturing. 

Furthermore, making the distinction between spin-offs and terminated ventures is a novel 

field of research as well. Existing literature mainly focuses either on spin-offs or terminated 

ventures (and, of course, the retained ventures), but neglects to investigate spin-offs and 

terminations in a coherent study with the same parameters. Ito (1995) for example made 

major contributions in his investigation of spin-offs in Japan. However, his findings are hard 

to compare due to the delimitations to Japanese and already spun off ventures. In comparison 

to that, we have investigated corporate ventures at an earlier stage, that is before the decision 

on spin-off or termination occurred. 

In summary, we have identified one possible logic that drives each alternative outcome of 

a corporate venture, namely relatedness. By that, we added new information about the way in 

which established and often complex organisations work and decide about the fate of internal 

ventures. 
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6. CONCLUDING REMARKS 

The aim of this study was to investigate if the logic inside a firm that determines a rejected 

intrapreneurial idea’s termination differs from the one that determines its spin-off. For this 

purpose, we have investigated the effects of relatedness on different outcomes of corporate 

ventures with the help of an event history analysis. The research question underlying this 

thesis reads as follows: How does the idea’s relatedness to the parent organisation affect the 

probability of the idea being given a chance to thrive outside of the established corporation? 

In summary, our findings suggest that the chances of surviving inside and outside of the 

corporation are not random when relatedness is considered. There are indeed patterns of 

different venturing outcomes’ prevalence at different sections of the continuum of relatedness. 

The empirically established varying effects of relatedness on the identified outcomes 

combined with the theoretical foundations allow for drawing the following sketch. 

One general rule that can be observed through the lenses of our findings is that companies 

prefer to retain control over the related ventures and discard the unrelated ones. Admittedly, 

theory suggests that moderately related ventures have somewhat greater opportunities to 

develop and succeed than unrelated ones. Nonetheless, parent corporations appear largely 

indifferent to whether the discarded venture survives as a spin-off or becomes terminated. An 

exception from this rule can be observed though. Among the highly related ventures there is 

also a high potential for internal competition for the organisation’s resources. Such a 

competition may trigger a reaction in form of political conflicts within the organisation. A 

highly related venture is likely to suffer from these setbacks and consequently become a 

candidate for a discard. The high degree of relatedness in this case becomes a threat to the 

venture’s survival. Since the venture is likely to have access to sensitive information about the 

parent and potentially may be developed into a competitor, the parent will hesitate to 

surrender control over it. Hence, termination is a prevalent way of handling such ventures. 

Notably, good financial performance of the venture can overrule the mechanisms described 

above. Ample revenues generated by the venture can eclipse its other characteristics. Thus, 

they are agreeably a strong argument for letting the venture live on in whichever form. 

In the light of these findings, the answer to the research question appears to be that the 

ventures that can be granted the chance to be developed and grow outside of the parent 

organisation are those that are moderately or even weakly related to the parent organisation’s 

main activity. On one hand, such ventures represent a balance of novelty and familiarity that 

is attractive for the parent organisation and thus allows for launching the venture in the first 

place. On the other, the venture’s distance from the parent organisation calls for a high degree 

of autonomy. The unrelated ventures appear not to evoke the parent’s particular interest and 

neither can they benefit from the parent’s support. Since this contributes to the venture’s low 

performance, such ventures risk facing termination. In turn, highly related ventures may be 

connected too closely to the parent’s sensitive areas, so that it would rather retain or terminate 

such a venture than let it grow outside. 
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6.1 Further Research 

The scope of this research paper is limited and opens doors to many further projects. As we 

have already mentioned in the outset, this paper investigates a narrow question that serves as 

groundwork for a broader one, and this automatically implies a whole set of potential topics to 

be explored. Our research question was answered inasmuch as we investigated the effects of 

overall relatedness. Yet relatedness comes in different forms and some of them may have 

stronger or weaker influence than others. Furthermore, the factors that affect the outcome of 

the internal venturing are not limited to relatedness and other factors should be investigated as 

well. 

We were in our work limited to a subjective measure of new venture performance, which 

was another obstacle. More objective measures could be employed for running similar 

analyses, although it is difficult to assess performance in these early stages of corporate 

venturing. Our sample size has also limited our investigation of the terminated ventures and 

our reasoning on them was strongly focused on theoretical arguments.  

Similarly, what we labelled as spin-offs may be divided into subcategories where different 

logics are at play. These subcategories could be investigated more thoroughly considering 

differences among them, but our sample is too small to allow for this. We can also see a 

possibility of further expansion of the database by ventures from different, probably more 

recent time periods. A comparison of the investigated themes’ evolution over time could be 

another fascinating topic for research. Furthermore, an extended database would allow for 

additional control variables to be tested for and therefore would increase the models 

goodness-of-fit. 

The goodness-of-fit could also be improved by considering curvilinear relationship(s) 

between the hazard rates and the investigated variables, where our model assumed linear 

relationship. This change in the assumptions could allow for a more detailed investigation of 

the potentially different logics in how varying levels of relatedness drive towards terminations 

and spin-offs. 

 

 

6.2 Practical Implications 

The findings of this thesis can be applied in a practical context. The identified effects of 

relatedness on the different outcomes of corporate ventures will help both future and current 

intrapreneurs. Our findings suggest an outline with the help of which an intrapreneur can 

prepare himself or herself for the most likely outcome of the venture, depending on its degree 

of relatedness to the parent organisation. One important general finding of this thesis is that 

different degrees of relatedness have different outcomes in a corporate context. Thus 

practitioners can frame their venture in the way that will fulfill their goals and prepare for the 

worst case scenario from the beginning. Rejection in form of termination or spin-off might 

not be a surprising moment anymore, if the intrapreneur analyses the degree of venture 

relatedness at an early stage. The identified two-sidedness of a high degree of relatedness can 

help practitioners to be aware of the possible negative effects they might encounter, and let 
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them be prepared to deal with them. However, because our study was not experimental nor 

randomised, the potential for causal inferences and inferences to the population is limited. 

At the same time, we have emphasised the importance of an awareness bias for corporate 

managers. Because of political issues within the parent organisation they may be prone to 

terminate a highly related venture that has a potential of yielding profits. By that they might 

miss the chance to develop a competitive advantage for their firm. Our results can help 

corporate managers to realise and overcome this bias. On top of that, we shed some light on 

how less related ventures are treated. Our findings can be used to allow for recognition of the 

potential value of an internal venture and hence foster developing new strategies handling less 

related ventures. 
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APPENDIX 1 – Background Information 

Concept: ________________________________________________________. 

Industry: ________________________________________________________. 

Respondent: _____________________________________________________. 

Your position in the company when the new concept was developed:_________________________.  

1. What year did active development of the new concept start, year: ________. 

2. In which company was development of the new concept started: __________________________________________. 

3. The new concept was developed by one or several of the company founders: 

 Yes    (1) No     (2) 

4. How large, in terms of employees / turnover, was the company when developement of the new concept started: ______/______. 

5. Which was the subsequent development: 

 ___   The new concept is still being developed within the company. 

 ___   The new concept was placed in a wholly-owned subsidiary, year _________. 

 ___   The new concept was placed in a partly-owned company, year ________, company’s ownership share _______ %. 

 ___   The new concept was taken over/acquired by employees and continued in a new, independent company, year _____ 

 ___   The assets were taken over by/sold to another company, year ________. 

 ___...The new concept was discontinued/put on hold, year ________. 

 Comment; ________________________________________________________________________ 

        ________________________________________________________________________ 

6. Current status of the new concept: 

 Prototype (1) Full-scale investment (2) 

7. If full-scale investment, what year did the new concept leave the prototype stage:  ________. 

8. What year, if at all, was the market introduction: ________. 

9. How many people at most were employed to develop the new concept: ________. 

10. The new concept from the outset was based on one or several concept-specific patents.   Yes___   No___. 

11. One or several new patents were granted during the development of the new concept. Yes___   No___. 

12. The new concept was / is sold under the parent company’s name. Yes___   No___. 

13. When the new concept was introduced, did the company have a formal venture capital department or similar: Yes___   No___. 

14. Which other people have good knowledge about the development of the new concept: 

________________________________________________________________________________________________________ 

________________________________________________________________________________________________________ 

15. We are continously searching for new concepts that can be included in the research project. Do you have any suggestions on 

other new concepts that could be studied, also outside your company: 

________________________________________________________________________________________________________ 

________________________________________________________________________________________________________ 
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APPENDIX 2 – Questionnaire 

 
Your help with filling out this questionnaire is a unique contribution to research on how companies grow. All answers are treated 
confidentially – the results are only presented in aggregate form by which no individual companies or individuals can be identified. 
 
The questions that you will be answering concern the concept _________________________ during the time it was carried out 
within ________________. There are no right or wrong answers to the questions. Think back and try to give an as accurate picture 
of circumstances and events as possible. 

 

Part A: The origin of the concept 

1. The idea to the new concept primarily came from (rank with numbers not more than two alternatives): 

_____ Work and contacts within the company (1) 

_____ Customers (2) 

_____ Suppliers (3) 

_____ Observations, thoughts and reflections outside daily work (4) 

_____ Technical magazines, scientific publications, or other published material (5) 

_____ Previous employment (6) 

_____ Competitors (7) 

_____ Do not know (8) 

The following seven questions concern the degree of novelty of the new concept in relation to the solutions that previously 
dominated on the market. Please indicate the extent to which you agree with the following statements by marking a figure from 1 
(totally disagree) to 7 (totally agree). If you do not have an opinion or lack insight into the question, or if it is not applicable in your 
case, please mark the “do not know” category. 
 

Part B: The concept’s degree of novelty Totally 
disagree  

Totally 
agree 

Do not 
know 

 The new concept:         

2. - introduced an entirely new product or service. 1 2 3 4 5 6 7 0 

3. - improved existing solutions on a number of 
points. 
 

1 2 3 4 5 6 7 0 

4. - introduced an entirely new way of 
manufacturing. 
 

1 2 3 4 5 6 7 0 

5. - introduced an entirely new organizational form. 1 2 3 4 5 6 7 0 

6. - opened up an entirely new geographical 
market. 
 

1 2 3 4 5 6 7 0 

7. - opened up an entirely new customer segment. 1 2 3 4 5 6 7 0 

8. - utilized entirely new components or inputs. 1 2 3 4 5 6 7 0 

 

The questions that follow examine the new concept from a number of angles. Please indicate the extent to which you agree with 
the following statements by marking a figure from 1 (totally disagree) to 7 (totally agree). 
 

Part C: The concept Totally 
disagree  

Totally 
agree 

Do not 
know 

9. It was easy making others at the company 
understand the new concept. 
 

1 2 3 4 5 6 7 0 

10. It was easy to convince others in the company to 
invest time and resources in the new concept. 
 

1 2 3 4 5 6 7 0 

11. It was easy to get initial capital for the 
development of the new concept. 
 

1 2 3 4 5 6 7 0 

12. It was easy to get capital for the continued 
development of the new concept. 
 

1 2 3 4 5 6 7 0 

13. The new concept could easily be described in a 
business plan. 

1 2 3 4 5 6 7 0 



53 

Part C: The concept Totally 
disagree  

Totally 
agree 

Do not 
know 

14. It was easy to formulate an action plan for the 
development of the first prototype. 
 

1 2 3 4 5 6 7 0 

15. A first, functioning prototype of the concept was 
rapidly developed. 
 

1 2 3 4 5 6 7 0 

16. A clear strategy for the new concept was 
formulated early on. 
 

1 2 3 4 5 6 7 0 

17. Other people in the company frequently met the 
new concept with comments like ”I don’t believe 
in this” or ”this is nothing for us to be doing”. 
 

1 2 3 4 5 6 7 0 

18. The development work demanded operational 
freedom which normally was not granted within 
the company. 
 

1 2 3 4 5 6 7 0 

19. The new concept required a way of working 
which was entirely new to the company. 
 

1 2 3 4 5 6 7 0 

 The new concept: 1 2 3 4 5 6 7 0 

20. - meant a way of doing business which was 
similar to that which already existed in the 
company. 
 

1 2 3 4 5 6 7 0 

21. - was based on a development process which 
was well known within the company. 
 

1 2 3 4 5 6 7 0 

22. - built on manufacturing methods the company 
was well familiar with. 
 

1 2 3 4 5 6 7 0 

23. - demanded types of marketing which were well 
known within the company. 
 

1 2 3 4 5 6 7 0 

24. - demanded a distribution method which was 
well known within the company. 
 

1 2 3 4 5 6 7 0 

25. - demanded a sales process which was well 
known within the company. 
 

1 2 3 4 5 6 7 0 

26. - focused on already existing customer groups. 
 

1 2 3 4 5 6 7 0 

27. - was based on purchasing routines which were 
well established within the company. 
 

1 2 3 4 5 6 7 0 

28. The company had good knowledge about the 
purchasing behavior of customers to the new 
concept. 
 

1 2 3 4 5 6 7 0 

29. It was easy to show that the new concept 
strengthened existing products and services 
within the company. 
 

1 2 3 4 5 6 7 0 

30. Much time was spent on persuading others to 
invest time and money in the new concept. 
 

1 2 3 4 5 6 7 0 

31. Getting financing of the concept required much 
persuasion. 
 

1 2 3 4 5 6 7 0 

32. There were many discussions with the 
company’s manufacturing units to have 
production adapted to the new concept. 
 

1 2 3 4 5 6 7 0 

33. Many negotiations were required to adapt 
existing market channels to the new concept. 
 

1 2 3 4 5 6 7 0 

34. Much time was spent on getting existing 
marketing adapted to the new concept. 
 

1 2 3 4 5 6 7 0 

35. Much time was spent on getting existing 
purchasing routines adapted to the new concept. 
 

1 2 3 4 5 6 7 0 

36. Much effort was spent on adapting existing 
routines among sales personnel to fit the new 
concept. 

1 2 3 4 5 6 7 0 
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Part C: The concept Totally 
disagree  

Totally 
agree 

Do not 
know 

37. The new concept was markedly different from 
the type of new products and services the 
company normally has invested in. 
 

1 2 3 4 5 6 7 0 

38. Compared to other new projects within the 
company the new concept required much larger 
investments. 
 

1 2 3 4 5 6 7 0 

39. Compared to other new projects within the 
company the new concept was expected to 
generate much larger income. 
 

1 2 3 4 5 6 7 0 

40. The people who were to decide about 
commercialization of the new concept were 
spread out in the organization. 
 

1 2 3 4 5 6 7 0 

41. There was big turnover of directors who were to 
decide about commercialization of the new 
concept. 
 

1 2 3 4 5 6 7 0 

42. Corporate managers have shown great interest 
in the development of the new concept. 
 

1 2 3 4 5 6 7 0 

43. The people promoting the new concept often 
discussed if it would not have a better future 
outside the company. 
 

1 2 3 4 5 6 7 0 

44. The people promoting the new concept were 
actively trying to achieve a sell-off or spin-off. 
 

1 2 3 4 5 6 7 0 

 

The following questions examine the new concept’s relation to the company’s ongoing operations. Please indicate the extent to 
which the new concept employed existing knowledge and resources by marking a figure from 1 (to a very small extent) to 7 (to a 
very large extent). If you do not have an opinion or lack insight into the question, or if it is not applicable in your case, please mark 
the “do not know” category. 
 

Part D: The new concept’s relation to 
ongoing operations 
 

To a very 
small 
extent  

To a very 
large 
extent 

Do not 
know 

 The new concept:         

45. - got much of the required knowledge form inside 
the company. 
 

1 2 3 4 5 6 7 0 

46. - employed the company’s existing contacts with 
external expertise. 
 

1 2 3 4 5 6 7 0 

47. - used documented information which was 
available within the company. 
 

1 2 3 4 5 6 7 0 

48. - used databases which already existed within 
the company. 
 

1 2 3 4 5 6 7 0 

49. - used design systems which already existed 
within the company. 
 

1 2 3 4 5 6 7 0 

50. - employed technical knowledge which already 
existed within the company. 
 

1 2 3 4 5 6 7 0 

51. - utilized manufacturing knowledge which 
already existed within the company. 
 

1 2 3 4 5 6 7 0 

52. - employed marketing knowledge which already 
existed within the company. 
 

1 2 3 4 5 6 7 0 

 The new concept: 1 2 3 4 5 6 7 0 

53. - utilized research and development resources 
which already existed within the company. 
 

1 2 3 4 5 6 7 0 

54. - utilized manufacturing resources which already 
existed within the company. 
 

1 2 3 4 5 6 7 0 

55. - was marketed together with other products 
within the company. 
 

1 2 3 4 5 6 7 0 
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Part D: The new concept’s relation to 
ongoing operations 
 

To a very 
small 
extent  

To a very 
large 
extent 

Do not 
know 

 The new concept:         

56. - used already existing sales channels. 1 2 3 4 5 6 7 0 

57. - utilized the existing sales force. 1 2 3 4 5 6 7 0 

58. - utilized already existing suppliers to the 
company. 
 

1 2 3 4 5 6 7 0 

59. - utilized the company’s existing contacts with 
external people and companies. 
 

1 2 3 4 5 6 7 0 

60. - used components that were only available 
internally within the company. 
 

1 2 3 4 5 6 7 0 

61. - used patents that were already owned by the 
company. 
 

1 2 3 4 5 6 7 0 

62. Marketing of the new concept emphasized the 
connections to the parent company and its 
name. 
 

1 2 3 4 5 6 7 0 

63. The development of the new concept was based 
on extensive cooperation with external 
companies with special competences. 
 

1 2 3 4 5 6 7 0 

64. The development of the new concept was based 
on extensive cooperation with universities or 
external research institutes with special 
competences. 
 

1 2 3 4 5 6 7 0 

65. The people promoting the new concept had good 
contacts with representatives of external venture 
capital. 

1 2 3 4 5 6 7 0 

 

Below we ask you about your opinion about a number of different questions. Please indicate the extent to which you agree by 
marking a fidure from 1 (totally disagree) to 7 (totally agree). 
 

Part E: Your opinion about the following 
statements 
 

Totally 
disagree 

 

Totally 
agree 

Do not 
know 

66. The total market for the new concept has grown 
very rapidly. 
 

1 2 3 4 5 6 7 0 

67. When the development of the new concept 
started there was great uncertainty concerning 
market demand. 
 

1 2 3 4 5 6 7 0 

68. When the development of the new concept 
started there was great uncertainty concerning 
the technical solutins. 
 

1 2 3 4 5 6 7 0 

69. When the development of the new concept 
started there were clearly stated criteria for 
which type of project the company should invest 
in. 
 

1 2 3 4 5 6 7 0 

70. When the development of the new concept 
started there were clear evaluation criteria 
concerning how well new projects evolved. 
 

1 2 3 4 5 6 7 0 

71. The new concept was met with strong resistance 
at the company or corporate level. 
 

1 2 3 4 5 6 7 0 

72. The new concept was met with strong resistance 
among representatives of other product areas. 
 

1 2 3 4 5 6 7 0 

73. The new concept meant a new strategic 
direction within the company. 
 

1 2 3 4 5 6 7 0 

74. The new concept created a lot of positive 
atttention among company employees. 
 

1 2 3 4 5 6 7 0 

75. The new concept was given a lot of attention in 
comapny reports or publications. 

1 2 3 4 5 6 7 0 
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Part E: Your opinion about the following 
statements 
 

Totally 
disagree 

 

Totally 
agree 

Do not 
know 

76. It was easy to find employees who were willing to 
work full time on the new concept. 
 

1 2 3 4 5 6 7 0 

77. One or more dedicated people invested a lot of 
their time to get the concept accepted within the 
company. 
 

1 2 3 4 5 6 7 0 

78. The concept was promoted by people who had 
completed many successful projects within the 
company. 
 

1 2 3 4 5 6 7 0 

79. The concept was promoted by people with 
extensive industry experience. 
 

1 2 3 4 5 6 7 0 

80. The concept was promoted by people who since 
before had good contacts at the company or 
corporate levels. 
 

1 2 3 4 5 6 7 0 

81. There were many intensive debates with people 
who doubted the viability of the concept. 
 

1 2 3 4 5 6 7 0 

82. The introduction of the new concept was based on 
intensive discussions with middle managers. 
 

1 2 3 4 5 6 7 0 

83. The introduction of the new concept was based on 
intensive talks with managers at company or 
corporate levels. 
 

1 2 3 4 5 6 7 0 

84. The new concept was introduced in a period when 
the company as a whole was experiencing 
financial problems. 
 

1 2 3 4 5 6 7 0 

85. The new concept was introduced in a period when 
competition for resources within the company was 
hard. 
 

1 2 3 4 5 6 7 0 

86. The new concept was introduced in a period when 
company management supported a diversification 
of operations. 
 

1 2 3 4 5 6 7 0 

87. The new concept was launched in a period when 
company management supported a focusing of 
operations. 
 

1 2 3 4 5 6 7 0 

88. The development of the new concept took place 
under strong pressure from competing companies. 
 

1 2 3 4 5 6 7 0 

89. The relationship with middle managers was 
characterized by strong personal disagreements. 
 

1 2 3 4 5 6 7 0 

90. The relationship with managers at the company or 
corporate levels was characterized by strong 
personal disagreements. 
 

1 2 3 4 5 6 7 0 

91. The new concept threatened people holding 
important positions within the company. 
 

1 2 3 4 5 6 7 0 

92. During the development of the new concept the 
company experienced a radical shift in strategy. 
 

1 2 3 4 5 6 7 0 

93. Company managers had very homogenous 
opinions about which products and services the 
company should invest in. 
 

1 2 3 4 5 6 7 0 

94. Unexpected external events had a big positive 
impact on the development of the concept. 
 

1 2 3 4 5 6 7 0 

95. Unexpected external events had a big negative 
impact on the development of the concept. 
 

1 2 3 4 5 6 7 0 

96. In conversations with people inside the company 
(but outside the venture team) it was attempted to 
downplay the degree of novelty of the concept 
during early stages of development. 
 

1 2 3 4 5 6 7 0 



57 

Part E: Your opinion about the following 
statements 
 

Totally 
disagree 

 

Totally 
agree 

Do not 
know 

97. In conversations with people inside the company 
(but outside the venture team) it was attempted to 
emphasize the degree of novelty of the concept 
during early stages of development. 
 

1 2 3 4 5 6 7 0 

98. In conversations with people inside the company 
(but outside the venture team) the concept was 
portrayed as a response to a new market 
opportunity for the company. 
 

1 2 3 4 5 6 7 0 

99. In conversations with people inside the company 
(but outside the venture team) it was emphasized 
how the concept could contribute to increasing 
profits for the company. 
 

1 2 3 4 5 6 7 0 

100. In conversations with people inside the company 
(but outside the venture team) the concept was 
portrayed as a response to a threat against the 
company. 
 

1 2 3 4 5 6 7 0 

101. In conversations with people inside the company 
(but outside the venture team) it was emphasized 
how the concept could counteract a decline in 
company profits. 
 

1 2 3 4 5 6 7 0 

102. In conversations with people inside the company 
(but outside the venture team) similarities to 
earlier successful projects were emphasized. 
 

1 2 3 4 5 6 7 0 

103. The new concept was perceived as a threat for 
other technical solutions which were already 
established within the company. 
 

1 2 3 4 5 6 7 0 

104. The new concept was perceived as a support for 
other technical solutions which were already 
established within the company. 
 

1 2 3 4 5 6 7 0 

105. During the first three years of concept 
development profitability of the parent company 
was better than during the three years before the 
introduction of the new concept. 
 

1 2 3 4 5 6 7 0 

106. During the first three years of concept 
development profitability of the parent company 
was better than those of the most important 
competitors. 

1 2 3 4 5 6 7 0 

 

Below we ask you to comment upon how you think the new concept has developed over time. Please mark with a figure from 1 (to 
a decreasing extent) to 7 (to an increasing extent). 
 

Part F: The concepts development over 
time 

To a 
decreasing 

extent 
 

To an 
increasing 

extent 

Do not 
know 

 
During the development of the new concept, to 
what extent has it come to utilize the company’s: 

        

107. - already existing knowledge. 1 2 3 4 5 6 7 0 

108. - already existing customer groups. 1 2 3 4 5 6 7 0 

109. - already existing research and development 
resources. 
 

1 2 3 4 5 6 7 0 

110. - already existing manufacturing resources. 1 2 3 4 5 6 7 0 

111. - already existing marketing. 1 2 3 4 5 6 7 0 

112. - already existing market channels. 1 2 3 4 5 6 7 0 

113. - already existing sales force. 1 2 3 4 5 6 7 0 

114. - already existing suppliers. 1 2 3 4 5 6 7 0 

115. - already existing brands. 1 2 3 4 5 6 7 0 

116. - already existing contacts with external expertise. 1 2 3 4 5 6 7 0 
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Finally, we ask you to comment upon how you perceive the overall development of the new concept. Please indicate the extent which you 
agree by marking a figure from 1 (totally disagree) to 7 (totally agree). 
 

Part G: The overall development of the 
concept 

Totally 
disagree  

Totally 
agree 

Do not 
know 

117. The market introduction of the new concept has 
gone faster than expected. 
 

        

118. Sales of the new concept have grown faster than 
expected. 
 

1 2 3 4 5 6 7 0 

119. The new concept has grown faster than 
expected in terms of number of employees. 
 

1 2 3 4 5 6 7 0 

120. Competiton from other companies with similar 
ideas has been hard. 
 

1 2 3 4 5 6 7 0 

 The new concept:         

121. - has developed better than your expectations. 1 2 3 4 5 6 7 0 

122. - is more successful in technical terms than 
expected. 
 

1 2 3 4 5 6 7 0 

123. - has changed considerably compared to the 
original plans. 
 

1 2 3 4 5 6 7 0 

124. - was significantly delayed compared to the 
original plans. 
 

1 2 3 4 5 6 7 0 

125. - became considerably more expensive than 
planned. 
 

1 2 3 4 5 6 7 0 

126. - created much weaker demand among the 
intended customers than expected. 
 

1 2 3 4 5 6 7 0 

127. - has created much higher margins than 
expected. 
 

1 2 3 4 5 6 7 0 

128. The customers have been more satisfied with 
the new concept than expected. 

1 2 3 4 5 6 7 0 

 
 

If you have any further comments or reflections, please write them down below or use the back of the questionnaire. 
 
 
 
 
 
 
 
 
 
Thank you for your kind help. We are looking forward to putting together the results! 


