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Abstract

One important metaphor, referred to biological theories, used to investigate on
organizational and business strategy issues is the metaphor about heredity; an area requiring
further investigation is the extent to which the characteristics of blueprints inherited from the
parent, helps in explaining subsequent development of the spawned ventures. In order to shed
a light on the tension between inherited patterns and the new trajectory that may characterize
spawned ventures’ development we propose a model aimed at investigating which blueprints
elements might exert an effect on business model design choices and to which extent their
persistence (or abandonment) determines subsequent business model innovation.

Under the assumption that academic and corporate institutions transmit different
genes to their spin-offs, we hence expect to have heterogeneity in elements that affect
business model design choices and its subsequent evolution. This is the reason why we carry on
a twofold analysis in the biotech (meta)industry: under a multiple-case research design,
business model and especially its fundamental design elements and themes scholars
individuated to decompose the construct, have been thoroughly analysed. Our purpose is to
isolate the dimensions of business model that may have been the object of legacy and the ones
along which an experimentation and learning process is more likely to happen, bearing in mind
that differences between academic and corporate might not be that evident as expected,
especially considering that business model innovation may occur.






Introduction

One important metaphor, referred to biological theories, used to investigate on
organizational and business strategy issues is the metaphor about heredity. This particular
aspect of biological theories of evolution according to Nelson (1995) involves the aspects of
reproduction and transmission of genes to offspring and is clearly of particular use in
analysing spin-offs that clearly have a parental heritage: parental organizations shape their
nature at birth and especially in the case of spin-offs, differences among them can be traced
directly to their parents “who provide them with distinctive, but limited knowledge (Klepper
and Sleeper, 2005).

At present, according to Phillips (2002), an area requiring further investigation is the
extent to which the characteristics of blueprints inherited from the parent, helps in explaining
“post start-up performance”. There has been little formalization linking a genealogical
framework with many of the key outcome variables of organizational sociology and little
efforts has been done to assess empirically the consequences of transferring resources from
parent organizations to their progeny.

What is still unclear is the extent to which legacy influences the spin-off beyond
formation, if there are some characteristics of the genetic heritage that are supposed to have
the most powerful and enduring effect on the subsequent development of the spin-off, or on
the other hand, if some of them are more likely to be discarded during the time. A strong
tenet of the imprinting argument, indeed, highlights the enduring impact of prior history on
subsequent organizational outcomes (Stinchcombe, 1965) and requests inevitably that once
developed, imprinting is irreversible. However, some recent contributions are beginning to
guestion about the validity of this tenet, because of contrasting empirical evidence and
because of some contrasting findings emerging from other studies.

In order to shed a light on the tension between inherited patterns and the new
trajectory that may characterize spawned ventures’ development, Ferriani et al. (2012)

proposed a process model of intergenerational learning and spin-off performance. In order to
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stress the reversible nature of the imprinting process, authors named reimprinting the
moment of combination and re-combination of retained and new knowledge.

In this contribution, authors explicitly refer to a clear distinction between spin-off’s
business model and parent organization’s one, but this conceptualization still lacks of a
framework to acknowledge along which dimensions and across which stages, business model
is shaped and changes. Further investigation is hence needed on these themes, since, as
maintained also by Baum and Rao (2004), there is still much room to investigate on the
structure of organizational inheritance that foster persistence and transformation over time
of organizational processes and forms.

A possible solution to address all this issues linked to multiplicity of factors that may
explain the roots of value creation by spin-offs, is to introduce in the analysis the idea of
business model. Thus using such a holistic framework and analysing how it has evolved
through the time and along which dimensions, we are then able to observe whether there is a
similarity in kind of forces inherited from established organizations, and whether a deviation
from imprinted patterns has occurred. The idea why we choose the business model as the
core concept to understand the process of imprinting and of (eventual) deviation from
imprinted patterns is that, as stated by Chesbrough and Rosenbloom (2002), the business
model construct assumes a legacy approach by itself: authors consciously maintain that
knowledge held by the firm, its customers and third parties is cognitively limited and biased by
the early steps of the firm, hence also by what it has inherited.

What is exactly inherited from parent organization and how it is translated in spawned
ventures’ business model? Blueprints elements affecting initial business model design are long-
lasting or are there some characteristics along which spin-offs’ business models evolve thus
deviating from inherited trajectory? Does heterogeneity exist among spin-offs’ business
models designed by companies having spawned by an academic or a corporate parent?

We contend that spin-offs inherit different blueprints, that are a function of the
contexts were they have been generated, we aim at ascertaining if this difference in lineages
is reflected too in the business models they adopt and affects (or not) also business model
innovation. For this purpose we have selected five case studies in the biotech industry,

wanting to isolate, the elements that may have been the object of legacy and trying to assess
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the emergence of a learning process through the analysis of business model evolution, along
the same dimensions.

The reason for the choice of carrying out a twofold inquiry is that in the spin-off
literature, two types of parent institution have been identified: higher-education institutions
and well-established industrial firms represent the two major sources of new high-technology
firms (Oakey, 1995). Moreover since universities and corporations have different research
focus and a different orientation in performing marketing, production and distribution
activites (Zahra et al., 2007) and founders possess different human capital characteristics (e.g.
Colombo and Piva, 2008b) we might expect them to transfer different endowments to their
spin-offs and hence we might expect also to have heterogeneity in elements that affect

business model design choices and its subsequent evolution.

Introduction 13







Part I: Theoretical Framework, Literature Review

Chapter 1:
Blueprints Transferred to Spin-offs,

are they Irreversible?

1.1 The Imprinting Argument: its Origins

1.1.1 The use of Biological Metaphor in the Analysis of Organization

Since the relevant work by Hannan and Freeman (1977; 1989) the use of models and
metaphors in management studies has flourished and in particular, relevant contributions
have been made in the analysis of organizations (e.g. Hannan and Freeman, 1989; Aldrich,
1999). However as argued by many scholars (e.g. Klepper and Sleeper, 2005) considerable
investigation has been conducted on the fundamental concepts of selection and variation and
relevant contributions to theory have been drawn, but there is still considerable room to
investigate on organizational and business strategy issues using another important metaphor

referring to biological theories: the metaphor about heredity.

1.1.2 The Use of the Heredity Metaphor

This particular aspect of biological theories of evolution according to Nelson (1995)

involves the aspects of reproduction and transmission of genes to offspring and is clearly of
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particular use in analyzing spin-offs that clearly have a clear parental heritage: parental
organizations shape their nature at birth and especially in the case of spin-offs, differences
among them can be traced directly to their parents “who provide them with distinctive, but
limited knowledge (Klepper and Sleeper, 2005).

The use of heredity metaphor to explain entrepreneurial phenomena and in particular
the creation of new firms is not new in literature and it has been used building on the seminal
and crucial argument of imprinting by Stinchcombe that dates back to 1965, whose main
insight is that organizational structures maintain historical social influences.

Basically the idea introduced by Stinchcombe is that social structure referred to as the
set of “groups, institutions, laws, population characteristics and sets of social relations that
form the environment” have a great role in influencing the “organizational inventions that can
be made at a particular time in history”; in other terms “groups, institutions, laws, population
characteristics and sets of social relations that form the environment” are hence contingent
and deeply imprint an organization with characteristics existing at the era the new
organization was founded. Stinchcombe himself has provided evidence to support this
argument in the case of unions, professional full-time armies and in other types of
organizations and industries.

Since this seminal work, several studies have argued that conditions existing at birth
have a lasting imprinting on its subsequent evolution: many of them have focused their
attention on the effect of genetic characteristics on firm survival (Carroll and Hannan, 1989;
Bruderl and Schussler, 1990; Bruderl et al., 1992; Shane and Stuart, 2002; Aspelund et al.,
2005); others have been interested in firm growth (Bamford et al., 1999; Heirman and
Clarysse, 2005) and some of them have investigated the effect on the choice of particular
organizational strategies (e.g. Baron et al., 1996; Ding, 2006).

The studies that we just mentioned, investigate the effects of the imprinting given by
mother organizations while considering homogeneous samples of spin-offs (or spin-outs)
generated from a given institutional context, whether private (e.g. Ding, 2006) or public (e.g.
Shane and Stuart, 2002). However some authors are recently beginning to conduct research
with the purpose of assessing differences between spawned ventures originated in a public
context and new technology based firms that instead originated in a private one. Still

consistently with Stinchcombe’s imprinting argument, the main contribution of more recent
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studies is in assessing how firms created by academics have, from their founders peculiar
“genetic characteristics” that differentiate them from other new technology-based firms
(Colombo and Piva, 2008). Those issues too, will be considered in the definition of the

research agenda that will inform the present research study.

1.1.3 Prior Research on the effects of Blueprints

Even though the analysis of characteristics and effects of blueprints is a relatively new
topic in entrepreneurship and management literature, however there are already relevant
studies that focussed on the moment of birth of progeny firms, such as studies by Klepper
(2001), Burton et al. (2002) and Klepper and Sleeper (2005). Altogether as maintained also by
Phillips (2002) the extent to which the characteristics of blueprints inherited from the parent,
important for spin-offs, helps in explaining “post start-up performance” has been overlooked
by scholars. According to him, there has been little formalization linking a genealogical
framework with many of the key outcome variables of organizational sociology and little
efforts has been done to assess empirically the consequences of transferring resources from
parent organizations to their progeny.

Several studies have argued that conditions existing at birth have a lasting imprinting
on firm’s subsequent evolution: many of them have focused their attention on the effect of
genetic characteristics on firm survival (Carroll and Hannan, 1989; Bruderl and Schussler,
1990; Bruderl et al., 1992; Shane and Stuart, 2002; Aspelund et al., 2005); others have been
interested in firm growth (Bamford et al., 1999; Heirman and Clarysse, 2005) and some of
them have investigated the effect on the choice of particular organizational strategies (e.g.
Baron et al., 1996; Ding, 2006). What is still unclear is the extent to which legacy influences
the spin-off beyond formation, if there are some characteristics of the genetic heritage that
are supposed to have the most powerful and enduring effect on the subsequent development
of the spin-off, or on the other hand, if some of them are more likely to be discarded during
the time.

Indeed, while considering the imprinting argument with reference not to the moment
of inception, but with reference to the subsequent development of spin-offs a striking

paradox emerges between irreversibility of blueprints central to the imprinting argument, and
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the observation of diverging paths for spawned ventures, as in the case of successful ventures
which had birth from failed parent organizations (as in the case of Fairchild and its
Fairchildren).

A strong tenet of the imprinting argument, indeed, highlights the enduring impact of
prior history on subsequent organizational outcomes (Stinchcombe, 1965) and requests
inevitably that once developed, imprinting is irreversible (Lorenz, 1970). Consistent with this
tenet were also findings on subsequent new venture behaviour from Boeker (1989) who
observed some consistency over time of patterns of influence, established at founding, in the
distribution of power and subunits’ importance. Also Bamford et al. (2000) have
demonstrated the lasting impact of initial conditions, and in particular of initial financial
capital and environmental munificence on profitability. Furthermore, recently Milanov and
Fernhaber (2009) demonstrated that new ventures’ initial alliance partners (that could be also
parent firms) may strongly imprint new venture network evolution, influencing its subsequent
size and focal firm centrality.

However, some recent contributions are beginning to question about the validity of
this tenet, because of contrasting empirical evidence and because of some contrasting
findings emerging from other studies. For instance, Chatterj (2009) and Sherer (2006)
respectively in medical devices and laser industry found that the extent of knowledge transfer
and/or overlap between parent organization and spin-off does not influence the performance
of the spin-offs. Building also on those findings, while analyzing “intra-industry spin-offs”
(entrants in an industry founded by employees of incumbent firms) Klepper and Thompson
(2006) observed that (at least in some industries) spin-offs do not derive their superior
average performance from any overlap with their parents and maintain, and on a highly
speculative basis, that spin-offs have the necessity to deviate from their parents’ trajectory to
obtain success, establishing their sources of uniqueness and their competitive identity.

In order to shed a light on the tension between inherited patterns and the new
trajectory that may characterize spawned ventures’ development, Ferriani et al. (2012)
proposed a process model of intergenerational learning and spin-off performance. In order to
stress the reversible nature of the imprinting process, named reimprinting the moment of
combination and re-combination of retained and new knowledge. According to them, then,

imprinted organizational effects are not irreversible, they may be overridden and spin-offs,
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thanks to interactions with the environment, may develop peculiar characteristics as a result
of learning efforts.

Relevance of this contribution has to be found in that authors shed a light on the
subsequent phases following the initial imprinting process and on events and conditions
(deliberate or serendipitous) that have a role in deviation from parental pattern. Previous
conceptualization is enriched by this contribution, by highlighting the reimprinting phases of a
whole process of organizational learning. Moreover, authors explicitly refer to a clear
distinction between spin-off’'s business model and parent organization’s one, but this
conceptualization still lacks of a framework to acknowledge along which dimensions and
across which stages, business model is shaped and changes.

Is it just inherited technology that matters in shaping spawned venture’ business
model and addressing its subsequent metamorphosis, as in the case of the process of
technology speciation, where the technological lineage is maintained but adapted to new
market niches (Garnsey et al. 2008)? Or the spawning and its business model’s
metamorphosis are simply due to contributions (financial, professional and knowledge) from
new participants? Are there also other dimensions, affecting business model and its evolution
that persist over time and inform the way spawned ventures create value?

Further investigation is hence needed on these themes, since, as maintained also by
Baum and Rao (2004), there is still much room to investigate on the structure of
organizational inheritance that foster persistence and transformation over time of
organizational processes and forms. The legacy approach, in this perspective, is crucial to shed

a light on dimensions that inform founding conditions and performance of new organizations.

1.2 Spin-Offs and their Genetic Endowment

1.2.1 Spin-offs Definitions: Multiplicity and Heterogeneity

As already mentioned interesting phenomena to look at, for addressing lineage related
themes is represented by spin-offs. Spin-offs can be defined using the form proposed by
Agarwal et al. (2004), as “a distinctive class of entrepreneurial entrants that inherit knowledge

from industry incumbents through their founders”. The definition here presented, is crafted
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adopting a knowledge-based perspective, which assumes that knowledge is acquired largely
through personal experience (Nonaka, 1994); moreover, as stressed by the authors
themselves in that definition the underlying principle of organization is the generation,
combination-recombination, and exploitation of knowledge as suggested by the widely cited
works of Conner and Prahalad (1996) and Kogut and Zander (1996). For those reasons the
chosen spin-off definition is best suited to be applied both to academic new ventures and to
corporate ones: in both cases inherited knowledge of different kinds (e.g. from technological
knowledge to market pioneering one) leads to a new organizational venture and may also
produce different kinds of organizational outcomes (Huber, 1991).

This definition however, is crafted adopting a knowledge-based perspective and
assumes a process of knowledge inheritance by a progeny firm (e.g. Phillips, 2002) needs to be
integrated with relevant contribution by Klepper and Sleeper (2005), whose main and explicit
focus is on heredity. Building on Nelson’s contribution (1995) they use the notion of heredity
to analyze spin-offs that they consider a different class of industry entrantsl. Spin-offs are,
indeed defined as “entrants founded by employees of firms in the same industry” and
because of this they “inherit general technical and market related knowledge from their
parents that shape their nature at birth”.

The aforementioned definition we decided to use for spin-offs builds on knowledge-
based view of the firm and puts forward the issue of legacy. This approach is clearly consistent
with the view that considers entrepreneurs as organizational products, as suggested by
Freeman (1986) who in analyzing innovative new ventures concluded that they emerge —
directly and indirectly — from already existing firms, since their founders because of the skills
they acquire are more credible, and are also best placed to know about un-served or badly
served markets. Moreover Burton et al. (2002) building on Freeman’s argument argue that

“entrepreneurial opportunities and resources accrue to incipient entrepreneurs as a function

' There is a great heterogeneity on definitions of spin-offs and there are is a also distinction between
spin-offs and spin-outs. This distinction refers to the involvement of the parent organization in the
creation of the new venture, the possibility that members of the board of parent organizations hold
stakes in new ones, the possibility that members of the founding team for the new venture are still
affiliated with the parent organization where they have developed knowledge and competencies
exploited in spawned entrepreneurial activities. However, consistently with the purpose of this study,
we will not take into account those distinctions which could be misleading for the identification of the
object of analysis and that could lead to not have a clear cut-off criterion.
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of the structural position of their prior employers”, maintained that established firms differ
markedly along their rates of entrepreneurial activity.

This approach that builds on the imprinting argument as proposed by Burton et al.
(2002) and Agarwal et al. (2004) and surely allows to conduct a thoroughly analysis of the
phenomena of the creation (and growth) of spin-offs ventures, spawned both by academic
institutions and corporate ones. The reason for the choice of carrying out a twofold inquiry is
that in the spin-off literature, two types of parent institution have been identified: higher-
education institutions and well-established industrial firms represent the two major sources of
new high-technology firms (Oakey, 1995). Moreover since universities and corporations have
different research focus and a different orientation in performing marketing, production and
distribution (Zahra et al., 2007) we might expect them to transfer different technological
resources to their spin-offs.

At this point, it is worth to provide a definition for each one of the aforementioned
phenomena that we assume to be different from one another. Both the definition we adopt
are purposely very broad, in order to be consistent with the aforementioned considerations
on the issue of legacy put forward by Agarwal et al. (2004) and by Klepper and Sleeper (2005).
In literature it is possible to find also different definitions for university spin-offs, since, by the
time, authors have observed a wide and differentiated range of companies originating from
universities and other public funded research institutions2. However the most suited
definition, also because of its strong coherence with the reality of academic spin-offs in
Europe refers to academic spin-offs as companies “founded by employees of the university
around a core technological innovation which had initially been developed at the university”
(Wright et al., 2004); this definition3 has also been shared by Mustar et al. (2006) and
Rothaermel et al. (2007). On the other hand, a corporate spin-off, for the purposes of the

present study is to be identified with a “separate legal entity that is concentrated around

2 A multidimensional taxonomy for the heterogeneity of research-based spin-offs is provided by
Mustar et al. (2006). Their framework and the related map is developed from a review of papers
published since 1990 on new high-technology ventures and spinoffs and the differences among new
technology ventures are assessed in relation to three streams of research: RBV, business model
perspective and the institutional perspective.

> No matter if the owner of IPRs rghts is represented by the university itself, as for the case of the
definition adopeted by Shane, 2004 and shared also by the US Association of University Technology
Managers.
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activities that were originally developed in a larger parent firm”” (Sapienza, Parhankangas and

Autio, 2004).

1.2.2 Corporate Spin-offs v/s Academic Spin-offs: Lineage from two Types of

Parent Institutions

1.2.2.1 Prior Studies on the Initial Endowment of Spawned Ventures

Prior research has already focused on the impact of certain inherited components for
spawned ventures performance, altogether most studies have looked at the endowment of
the solely spawned firm, considering only one dimension of inherited patrimony transmitted
through employees mobility. Scholars have focused on the importance of founders and top
management for the future trajectory of individual organizations and significant contributions
have been made (e.g. Boeker, 1989; Eisenhardt and Schoonhoven, 1990; Bruderl et al., 1992;
Bruderl and Preisendorfer, 1998; Baron et al.,, 1999; Romanelli and Schoonhoven, 2001;
Klepper and Sleeper, 2001) stressing how important was prior career experience and in
particular, general business experience (Bruderl et al., 1992; Bruderl and Preisendorfer, 1998),
specific industry experience (Klepper, 2002; Shane and Stuart, 2002), start-up experience
(Bruderl et al., 1992) for the survival of new founded ventures. The concerned dimension of
inherited patrimony, however, was revealed at the progeny level, it was mostly indicated in
resources, knowledge (e.g. Agarwal et al., 2004; Klepper and Sleeper, 2005) or routines
(Phillips, 2002) and feature knowledge by employees as a by product of their previous
employment that they can profitably exploit in their own firms (Klepper and Thompson,
2006). A proper, comprehensive and also continuous link to parental antecedents of some
inherited factors is missing.

The same problem we have when considering all the extant literature that has looked
at the role of network in favouring or harnessing imprinting. In this stream of research the
network was the main (inherited) feature of the spawned that has been investigated, with the

result of a lack of a comprehensive framework for the whole process of imprinting and

*Also in the case of corporate spin-offs definitions are different and are more or less narrowed
according to the purporses of the study.
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subsequent development of the spin-offs forms and structures. The persistence of network
structures is something that researchers have investigated focusing on the reasons why
network structures persist. The first description of the phenomenon of persistence in network
structures was provided by Walker, Kogut and Shan (1997), who noticed a path dependence in
the formation of the inter-organizational network among biotech firms. In that case they
found strong support for the idea of reproduction of the network over time by new firms in
the biotech industry, compared to the opportunity of establishing new relationships. A similar
result was obtained also by Uzzi and Spiro (2004) who found how pattern of connections
among individuals persisted in Broadway musical industry even if, over ninety years there
were significant changes in the industry. Those studies were important in demonstrating the
persistence of network structures but didn’t provide meaningful insights on how founding
social conditions affect the persistence of founding conditions5.

We contend that we have to ascertain the influence not of a single inherited factor per
se on the formation and growth path of the spawned venture, we have to look for the set of
dimensions that may be crucial for the choice of a certain business model by the spin-off and
that prove to be crucial also for the process of deviation from imprinted patterns. The interest
that informs the whole research process will be both in continuity and discontinuity, and in
order to address both of these issues the best approach, especially with reference to the
process of imprinting is to look at it, trying to reconstruct the moment of inception, also taking

into account which were the conditions existing at the parent organization.

1.2.2.2 Blueprints Heterogeneity across Corporate and Academic

Spawned Ventures

While trying to investigate the role exerted by imprinted patterns and the extent to
which it is possible for new ventures to deviate from imprinted trajectory with reference to

those dimensions connected to business model choices, we make a further assumption. The

> According to Marquis, the focus on how the founding conditions influence the social form is the main
aspect that differentiates path-dependece arguments from the imprinting one, as it was conceived in
Stinchcombe’s formulation, where he claimed that “the date of the (growth) spurts is highly correlated
with the present social structure”.

Chapter 1: Blueprints Transferred to Spin-Offs, are they Irreversible? 23




“Nature and Relevance of Blueprints on Business Models Choices and Innovation: an Assessment”

following assumption clearly descends from the imprinting argument and its implications may
prove to be of a certain relevance above all for entrepreneurs, officers of public research
organizations and policy makers. We contend, indeed, that because of their origin, academic
spin-offs are distinct from corporate ones, have a different lineage and so it is for dimensions
that determine imprinting process and exert an influence on business model choices.

As already mentioned and illustrated in the previous sections of this paragraph, prior
research has mostly investigated separately the phenomena of corporate and academic
entrepreneurship, thus overlooking the differences across them. Only few studies, have
investigated and recognized the differences existing between new entrepreneurial ventures
(more precisely high-tech start-ups) originated in the public research domain and other new
technology based ventures (Clarysse and Moray, 2004; Ensley and Hmieleski, 2005; Moray and
Clarysse, 2005). However, as stressed by Colombo and Piva (2008a) little insight is provided in
those contributions about the influence of such peculiarities on firms’ strategies and
performance. Particularly significant, instead, was the research by Colombo and Piva (2008a)
who introduced prominent peculiar differences between corporate and academic new
ventures relying on insights from resource-based view of the firm and the literature on social
networks and financial economics. Factors that differentiate academic new ventures from
other new technology based ventures were identified in the lower initial funding gap and an
higher and more consistent endowment of technical knowledge, still coupled with a lack of
commercial knowledge and a search for relations, alliances and investors aiming at strongly
protecting their technical knowledge from the risk of appropriability by third parties. These
differences, as outlined also by other studies (e.g. Lockett et al., 2005; Colombo and Piva,
2008b) mostly depend on human capital characteristics of founders, and the values, beliefs
and norms that they have developed during their professional experience in a given context,
consistent with the institutional logics approach (Friedland and Alford, 1991).

Aforementioned contributions dealing with the issue of differences in imprinting, put
forward the issue of imprinting while referring it simply to public research institutions, rather
than to both kinds of institutions. However it is possible to recognize some different features
that may be inherited (and eventually discarded) from parent organizations and that play also

a role influencing new venture subsequent evolution and, as far as we are concerned, also on
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business model choices and innovation, as it will be better illustrated in the remainder of the

our work.

1.3 The Need for a Holistic and System Activity Perspective

1.3.1 Lineage: Prior Organizational Studies and the Analysis of Single
Inherited Dimensions

An approach aiming at discovering the factors that are more subject to be inherited
and then eventually retained or discarded for business model design, requires that we first
look at both the parent organization and the spawned one. Even if, in recent times scholars
have claimed for studies that keep the process of spin-off creation analytically separate from
its subsequent success or failure (e.g. Djokovic and Souitaris, 2008; Hackett and Dilts, 2004), in
order to look at the evolution of the imprinted patterns during the development process of
the spin-off, we still need to have a thorough understanding of the process itself of the
transmission of genes and hence need to look both at the moment on new firm creation and
at the moment when it develops its idiosyncratic trajectory. The process of transmission of
genes, according to many organizational scholars occurs during a finite period of time and the
need to study also “organizational parents” in order to understand growth patterns of the
progeny descends from the imprinting argument itself (Stinchcombe, 1965). Forms and
structures developed at the parent level, persist at the level of the spawned ventures (Ferriani
et al., 2007) and it is of a certain relevance to understand which are the key features and
properties of those forms and structures and, finally, if there is some heterogeneity across

academic and corporate spawns.
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1.3.2  Introducing Business Model Construct and the Legacy Approach beside

the Construct

Since we are addressing research questions that cover multiple factors that may
explain the roots of growth and value creation by spin-offs, a possible solution to address all
this issues, is to introduce in the analysis the idea of business model. In doing so we have to
be extremely careful, in clarifying from the beginning, what we meant by this locution and
which dimensions will be involved in our analysis, also to be sure that the research could be of
some use for other scholars.

Indeed, as maintained by different scholars, and in particular by Zott, Amit and Massa
(2010), business model is often studied without explicitly defining the concept with a
consequent lack of consistency and clarity in the research and in its contribution to
management literature. In the attempt to review all the scientific and managerial production
on the construct of business model, the same authors have identified the main phenomena
that literature has tried to address and explain: strategic issues such as value creation,
competitive advantage and firm performance represent one of the most relevant, together
with innovation and technology management.

This review, furthermore, reveals a strong consensus that the business model
construct, in most of relevant works, hinges on the construct of value creation (Ammar, 2006
defines it as a customer-centric construct) while highlighting the role of networks architecture
for the value creation pattern, as stressed in the widely cited contribution by Amit and Zott
(2001). This dual focus stresses the nature of the business model as a construct that seems to
support an activity system perspective (Zott, Amit and Massa, 2010).

This activity system perspective surely informs the definition of a business model that
has been provided by Chesbrough and Rosenbloom (2002) as acknowledged also by Zott and
Amit (2009). In Chesbrough and Rosenbloom’s view, “business model provides a coherent
framework that takes technological characteristics and potentials as inputs, and converts
them through customers and markets into economic outputs. The business model is thus
conceived as a focusing device that mediates between technology development and economic

value creation”.
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Chapter 2:
Business Model,
to What Extent Is It the Result

of a Deliberate Choice?

2.1 Business Model Construct

2.1.1 What do we refer by using “Business Model” term? Why is “Business Model”

Construct so relevant?

The starting point of any discussion or, even more, dissertation on business model,
must be a clear and shared understanding of the object under our analysis, especially when
this object is widely used by a large number of people with different expertise and in different
knowledge and industrial domains.

The use of the business model term had began to flourish in practice and in
management literature since the end of the 90s, with the emergence of the Internet, as a
term to describe a particular approach to market and value generation in the era of e-
commerce first development (Ghaziani & Ventresca, 2005 ). But this close link with internet-
based companies, was also the cause of a first misuse and distortion of the construct of
business model, which generated also a widespread scepticism among scholars on the rigor
and usefulness of this managerial concept. However its “enormous practical value” (Magretta,
2002), allowed the concept not to be flawed, following the failure of many dotcom companies

of early 2000s.



“Nature and Relevance of Blueprints on Business Models Choices and Innovation: an Assessment”

Business model, by now, is widely used because it is both a simple and relevant
concept useful to understandably grasp and express, while not oversimplifying the
complexities of how enterprises function. And so effectively is still, as observed by
Osterwalder and Pigneur (2010).

In the remainder of this section, definitions provided by the time, by scholars and
practitioners will be presented and discussed. For the moment, and for the purpose of having
a shared understanding of what the object under our investigation is, we will refer to business
model as the articulation between the different activities a focal firm designs and performs, to
generate value to customers, capture this value.

Indeed, following Scheweizer (2005) and Hoppe and Kolmer (2001), the term “business
model” is composed of the word “business” and “model”: the first refers to the purpose of a
company to make profits, while the second refers to “the description or representation of a
system that is composed of different elements and the relationships between them”.

The concept of business model we have just presented, for the purpose of generating
common understanding of our construct, is consistent with the large part of the definitions so
far introduced in literature. It captures the main points highlighted, by the time, by the
authors who confronted with the theoretical modelling of business model construct and also
by practitioners: (coherent) articulation of firm’s activities, value generations, value capture
and distribution (e.g. Amitt and Zott, 2001; Chesbrough, 2002; Magretta, 2002; Baden-Fuller
and Morgan 2010; Osterwalder and Pigneur, 2010). Business model, hence, provides an
integrated description of a firm and the way it generates revenues (Ghaziani and Ventresca,
2005, Schweizer, 2005).

“Does the idea of business model matter?” is the question that many scholars have
begun to answer only recently. For a relatively long time, this concept has been considered
fuzzy by scholars who have under appreciated the topic, being much more concerned with
strategy, competitive advantage, core competences, resources and strategies (Baden-Fuller
and Morgan, 2010).

Generally speaking the idea of business model matters, because it is “profoundly
important to the world of work” (Baden-Fuller and Morgan, 2010). Indeed, the most relevant
studies, for the number of research works they solicited and new knowledge they contributed

to produce, deal with the idea of deepening the understanding of a concept widely used (and
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probably even misused) and that for most organizations has proved to be essential for their
success. However, besides the relevance for the practice, academicians are solicited to
thoroughly analyse this construct also because of its “multivalent character” that impedes its
easily compartmentalization (Baden-Fuller and Morgan, 2010). Indeed, the review of extant

literature, suggests that this field of research is still highly fragmented.

2.1.2 Relevance of the Construct for Managerial Practice

We have already pointed out, that the concept of business model has observed a
widespread use, because of its “enormous practical value”. In this paragraph, we will outline
the key reasons why the construct is so relevant for practice.

First of all, as Magretta (2002) observed, business model are not “arcane” and are not
exclusively a matter of performance as measured by numbers. They are “stories that explain
how enterprises work”. Even if practitioners, do not immediately associate business model to
story —telling and often are not aware of its power (George and Bock, 2011), other
management scholars underlined the importance of the construct in generating a
organizational sense-making (e.g. Demil and Lgcocq, 2010; Osterwalder and Pigneur, 2010).

Magretta (2002) observes that stories besides business model consent to answer to
Peter Drucker’s age-old questions on who the customer is, and what he is willing to pay for,
and questions relevant to each manager such as the question on the way to make money in a
certain business, or the way to reduce costs. Moreover, if we consent in looking at business
models as stories, we are also sure to include in our story and analyses two important parts of
the whole narrative plot: all the activities associated with making something and all the
activities associated with selling something to someone who values it. Obviously the narrative
value of business model construct, is much more relevant when considering the power of the
plot to get people aligned in the organization, helping them to understand the role of their
jobs for the organization; the good plot that business model expresses, furthermore, is of
capital importance for external communication, since it helps in attracting possible partners,
investors and human capital, to be part of that story (Lounsbury and Glinn, 2001; Magretta,

2002; Downing, 2005; George and Bock, 2011).
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A thorough study on the importance of business model, as a tool for organizational
legitimacy, has been conducted by Demil and Lecocq (2010) and Casadesus-Masanell and
Ricart (2010).

Besides the importance of business model construct for its story-telling value, to the
world of practice, the most important value of the business model construct is to have a map,
against which confront the linkages between activities involved in their value proposition. In
other terms, business model is most relevant since it helps in organizational design (George
and Bock, 2011). Business models in this sense, act as templates, and in many cases industry-
based templates, that may help, above all emerging companies, to individuate the elements
to be designed and shaped and the patterns to be adopted.

In other cases the map is not regarded as a roadmap with the clear evidence of all the
patterns, it is more simply a recipe (Baden-Fuller and Morgan, 2010) or an architects’
construction model to be precisely designed, while individuating the firm-specific
(organizational) design. The aspect of having a map or a recipe is so important that to this
approach is dedicated an entire coral publication, one of the top best-seller among
management books, Business Model Generation edited by Osterwalder and Pigneur (2010).

According to Osterwalder and Pigneur (2002), business models help in “understand,
communicate and share, change, measure, simulate and learn more” about company’s
business and conceive business models, as a “building plan”. In 2011, the same authors, above
all to help practitioners, propose the idea of business model canvas, as a tool which resembles
a panter’s canvas, composed with nine preformatted business model building blocks, whose
design may have similarities among different companies and across industries. The tool can be
used to “paint” pictures of new or existing business models. Practitioners use this tool, its
building blocks and the recurrent patterns, or similarities, which the authors have
individuated too, to do a “reality check” on the business model designed for a start-up,
making sure that all the process aspects have been designed; otherwise the canvas is used to
purposely design business plan, thinking through all the aspects of a new entrepreneurial
project or even as a reminder to the teams for holistic thinking about the business, without

being stuck on details.
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Moreover, authors provide also the indication on the phases of the process to be
followed and all the techniques (from the world of design) to generate better and more
innovative business models.

Having a business model conceptualization at hand that describes the essential
building blocks and their relationships makes it easier for managers to design a sustainable

business model.

2.1.3 Relevance of the Construct for Management Literature

Although management scholars where at first sceptical in doing research on the topic
of business modelling, by the time research on this filed has flourished. At the beginning of
2000s, the business models were seen as being “inextricably linked with the onset of the
Internet ” (Baden-Fuller et al., 2010) and this happened because, at a first stage,
management studies on business models were exclusively intertwined with studies on
Internet-based companies (e.g. Rayport, 1999; Afuah and Tucci, 2000; Mahadevan, 2000;
Damanpour and Damanpour, 2001; Lee, 2001; Amitt and Zott, 2002)

However, starting from those studies, a high number of research works has been
produced, both going in-depth into the concept of business model itself, both analysing this
firm’s activity system across different industrial sectors. Nowadays the concept, as observed
by Zott and Amit (2010) in its system activity perspective, has been used to understand
changes in the organization of activities performed by a focal firm in different industries.

Indeed, in literature, we find studies on business model that have been conducted in
various sectors, ranging from industry and computer science (e.g. Amit and Zott, 2001;
Chesbrough and Rosembloom, 2002; Bower, 2003; Doganova and Eyquem-Renault, 2009)
pharmaceutical and biotechnology industry (e.g. Mangematin et al, 2003; Willemstein et al.,
2007; So et al., 2011), fashion (e.g. Saviolo, 2002; Moore and Birtwistle, 2004; Giesen et al.
2007) to, obviously, e-commerce (e.g. Amit and Zott, 2002; Osterwalder and Pigneur, 2002;
Dubousson-Torbay et al., 2002).

Maybe the flourishing of the literature on this topic is also due to the particular nature
of business models: indeed as observed by Doganova and Eyquem-Renault (2009), business

models are “strange entities” and some scholars are still sceptics about the relevance of such
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a concept to offer “sound depictions of the future prospects of enterprises”, following
Porter’s contribution (2001) who questions the (scientific and practical) usefulness of this
construct and analyse why it cannot either help practitioners (e.g. Porter, 2001)°.

Different streams of research on business model can, hence, be detected, since
scholars have continuously be interested by the theoretical development of a concept (or
simply a tool?) whose use has became largely widespread among practioners (e.g. Afuah and
Tucci, Amit and Zott, 2001; Chesbrough and Rosenbloom, 2002), especially in high-technology
industries (e.g. Delmar and Shane, 2003). Moreover, also investors still refer to it as a “key
ingredient of their economic endeavours” (Doganova and Eyquem-Renault, 2009).

The frequently asked questions posed by scholars in management literature about the
meaning and rationale of the construct (Honig and Karlsson, 2004; Magretta, 2002, Baden-
Fuller and Morgan, 2010), and some of them still show their reluctance on its usefulness. One
of the most recent studies, that investigated the rationale of the construct, was the study
conducted by Osterwalder (2004) who emphasized the model aspect of the construct, as
intended in scientific domains: since models are supposed to help understand, describe, or
predict how things work in the real world by exploring a “simplified representation” of a
particular entity or phenomenon, thus business model will help in understanding, describing
and predicting “the activity of buying and selling goods and services and earning money in a
company” (Osterwalder, 2004, p.14). The idea of deepening the scientific sense beside the
business model construct has been also the object of the theoretical investigation by Baden-
Fuller and Morgan (2010). But instead of focusing simply on the aspect of the model as a
simplified representation of a particular phenomenon, they valued the relevance of the
construct, showing how, as it is in the domain of science for any model, it could serve to
create a taxonomy or a typology. In this sense business model act as “classifying device” and
are particular useful for accruing the understanding of business phenomena and the
development of ideal-types. Furthermore the authors also highlight for management
literature the value as instruments for scientific inquiry, in order to develop knowledge about
how and why is successful as business and why it is profitable. If we consider business model
as the “managerial equivalent of the scientific method” is then easier to test own (managerial)

hypotheses and revise if necessary (Magretta, 2002). Finally, Baden-Fuller and Morgan (2010),

® The strongest detraction has been from Porter (2001) that defined the construct as “fuzzy” and as
“an invitation for faulty thinking and self-delusion”.
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acknowledge the importance of looking at specific business models as models in the sense of
recipes, ready to be copied and also varied or innovated, according to circumstances. This last
interpretation of model is the one that is closer to the world of management practice, as we
already mentioned. The consideration of “business models as models” and modelling in
general, may thus have a central role in progressing management thinking.

Second, the concept of business model is relevant and appealing also because, as
maintained by McGrath (2010), suggests a change to the way that strategies are conceived
and executed: business model, indeed, represents a useful approach to figure out strategies,
particularly relevant in complex and fast-moving environments.

Nowadays new research on the construct of business model is being pursued and
undoubtedly scholars acknowledge to the construct the value of providing a description, or
representation, of the reality (to be) of the focal firm. The depiction of the (future) reality of
the firm (e.g. Afuah and Tucci, 2001; Chesbrough and Rosenbloom, 2002; Teece, 2010), that
emerged in entrepreneurship literature is then considered one of the element of newness of
the construct, with a explicative and predictive power in regard to the value created by a new
venture (Amit and Zott, 2001)’.

Another reason for what business model construct is relevant to management studies
is that the business model construct provides new insights also on business strategy studies.
Some scholars, indeed have deepened their focus to investigate the connections existing
between the classical topics of management literature and business model construct.
According to Magretta (2002), it is simply a matter of competition: strategy implies
competition, and how to deal with (and do better than) competitors is a matter of strategy,
while business model describes, as a system how the pieces of a business fit together, doesn’t
factoring for competition, that is a matter of strategy. Besides this first conceptualization on
the connection between strategies and business model, other scholars use a more

instrumental approach to explore this link and are also able to trace cleaner boundaries: as

7 Partly consistent with this view of a construct having a highly explicative and predictive power, some
scholars have investigated the usefulness of business model construct and have focused in their story-
telling power. Business model, indeed, may be regarded to as a tool for providing evidence for the
feasibility of an innovative project and gaining the interest of third parties. In this perspective, the
focus is on what business model do, beside what they are and require to take into account not only
“the object that they represent (a new venture), but also the audience, for which this object is made
visible and put into words” (Doganova and Eyquem-Renault, 2009)
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maintained by McGrath (2010), business model is a relevant construct for management
studies, especially when considered in its relationship with strategy, because it suggests a
change to the way that strategies are conceived and executed: business model, indeed,
represents a useful approach to figure out strategies, and this is particularly relevant in
complex and fast-moving environments. This view is the same that inspires Osterwalder and
Pigneur’s designer oriented view: business model and in particular the tool of Business Model
Canvas they propose, helps in re-interpreting strategy and strategically examine the
environment and how it may evolve (Osterwalder and Pigneur, 2010).

Casadesus-Masanell and Ricart (2010) contribute to this debate on the link between
strategy and business model, adding that business models are nothing that the “reflection of
the firm’s realized strategy”, thus blurring again the boundaries around the two constructs,
especially if we consider that they define strategy as “the choice of business model through
which the firm will compete in the market place”. The different positions we have just
mentioned, provide a sound example of how relevant is the topic of business model,
especially in its link with strategy and how important is further research in order to increase
understanding of the essence of business model and the place it has in social and
organizational sciences.

Another reason for the relevance of Business Model Construct to management
studies is represented by the new perspective it may offer in deepening the understanding in
organizational learning and how it unfolds.

Recent studies on business models have also began to investigate the relationship
between business model and time. Studies focusing on the dynamic perspective of the
business model construct have began to question the approaches that see business models as
the result of an explicit planning activity by managers (as it prevails in Osterwalder and
Pigneur’s view, 2010), preferring a discovery-driven approach (McGrath, 2010) and a
transformational one (Demil and Lecocq, 2010; Sosna et al., 2010). In particular, Demil and
Lecocq (2010) adopt the transformational approach to “integrate voluntary and emerging
dynamics in business models, by considering several potential sources of evolution” while not
completely refusing the idea that business models may be recipes or blueprints. Sosna et al.
(2010) in the attempt to study the antecedents and drivers of business model innovation

propose a two-phased process of trial-and-error learning for business model innovation. As
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observed by Osterwalder et al. (2005) the relationship between business model and time is
still little discussed in management literature and dynamic perspective has only recently been
incorporated into research on this topic (Demil and Lecocq, 2010), the adoption of business
model construct may also help in clarify the effects of management decisions on firms’
evolution and foster the thorough understanding of processes of organizational learning that
encompasses a various number of activities.

Finally, a relevant element of the construct, that has been introduced into
management literature, (and whose relevance for managerial practice we have already
analysed) is related to its holistic properties thus consenting to transcend the focal firm and
span its boundaries for the analysis of the activities involved in value creation. This holistic
perspective allows to take into account the interdependencies among activities that are
“created by entrepreneurs or managers who shape and design both the organizational
activities and the links (transactions) that weave activities together into a system” (Zott and
Amit, 2010; Zott, Amit and Massa, 2010). According to scholars, the most relevant advantage
of adopting the activity system perspective is that it encourages managers and entrepreneurs
to holistic thinking when designing business model, instead of concentrating on individual and

isolated issues.

2.2 Definition

Despite the flourishing of literature on business models, a precise definition of what a
business model is, it is still missing. Zott et al. (2011) denounce the adoption of idiosyncratic
definitions which fit the purposes of undergoing studies but that are difficult to reconcile with
each other, thus resulting in the production of nonaccretive quality of the literature on
business models (George and Bock, 2011) and the alert of Eden and Ackermann (2000) on the
lack of a construct definition is still there. Scholars (e.g. Schweizer, 2005; Zott et al., 2011;
George and Bock, 2011) denounce that except for some studies, research on business models
has not built on extant research to build a coherent framework.

In the following pages, we will deal with the different definitions of business model
that have been produced by the time, in order to build the framework for the choice of the

definition that we will use in our research. No new definitions of course will be provided,

Chapter 2: Business Model, to What Extent Is the Result of a Deliberate Choice? 35




“Nature and Relevance of Blueprints on Business Models Choices and Innovation: an Assessment”

making the modest attempt to build upon an already existing contribution. Of course, we will
also provide reasons for the choice we made.

Attempts to represent business models and highlight its components have already
been made and some authors have even proposed a (e)business model ontology (Osterwalder
and Pigneur, 2002) that is the “conceptualization and formalization of the essential
components of a business model into elements, relationship, vocabulary and semantics”.
Business model ontology is conceived to decompose business models into several levels,
having diverse depth and complexity. The main and basic components that are individuated as
crucial for business model are infrastructure, financing, customer and offer.

But other authors that have attempted to provide representation of what precisely a
business model is through textual definitions and graphical representations (e.g. Amitt and
Zott, 2002). One of the most widely known attempt is the one made by Afuah and Tucci
(2001) and the other is the one made by Afuah (2004). Afuah (2004), sharing what has been
identified the activities system approach and focussing on firm’s profitability, refers to the
following business model components: activities, resources (which include competences and
capabilities), position and industry factors. This decomposition however is mostly conceptual,
and does not permit to capture extensively all the elements that in the case of spin-off may
constitute the objects of a lineage transfer from parent organization to the spawned venture.

As a basis for our empirical enquire, we prefer then to draw on the older contribution
from Afuah and Tucci (2001) that helps in keeping track of blueprints and eventual deviations
from them. The decomposition proposed by Afuah and Tucci (2001) is articulated as follows:

* Customer value: is the position toward customers expressed in differentiation
or cost leadership strategies;

* Scope: the customers served by the firm and the range of products and services
that embody the value offered by the firm;

* Pricing: choices related to the charged price;

* Revenue source: where the income comes from and who will pay for what
value and when, it refers also to definition of margins in each market and
finding out what drives them;

* Connected activities: set of activities the firm has to perform to offer its value

and when and it expresses also how activities are connected;
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* Implementation: the company defines the fit between connected activities and
organizational structure, systems, people, and environment;

* Capabilities: possessed and needed for allowing the firm to offer the value
better than other firms and difficult to imitate.

e Sustainability: how the firm keeps in making money and sustains competitive
advantage.

A remarkable property of this decomposition of business model construct is that it also
is consistent with subsequent empirical assessment of the business model design construct
and with its validity in explaining firm’s performance, such as the one attempted by Amitt and
Zott (2007). Business model is formally described as depicting “the content, structure, and
governance of transactions designed so as to create value through the exploitation of business
opportunities”.

Always according to Zott and Amitt (2009) content, structure and governance are the
fundamental design elements of an activity system like the business model that describe its
architecture. Content refers to the good or information that are being exchanged and to
resources and capabilities that are required to enable the exchange. The element of structure
instead refers to the parties that participate in the exchange and the ways in which they are
linked, while governance refers to the ways in which relevant parties in the exchanges control
the flow of information, resources and goods. Another advancement of business model
theorization is furthermore determined by the individuation of design themes that may
characterize business model choices; those themes that are not mutually exclusive and may
be present at a certain extent in any given business model are individuated in novelty, lock-in,
complementarity and efficiency (Zott and Amit, 2009)%.

Innovation and efficiency have already been regarded to as the common design
themes that connect the elements of a business model (Zott and Amitt, 2007) and efficiency-
centered business model design refers to measures aimed at achieving transactions efficiency,
while novelty centered business model design refers to “new ways of conducting economic

exchanges among various participants”.

8 The individuation of those themes moreover, stresses the holistic dimension of the construct of
business model, since it helps in understanding why this construct builds on ideas advocated by the
main theoretical frameworks of strategic management and entrepreneurship research, such as
Schumpeter’s idea of innovation as an act of creative destruction, the resource-based view of the firm,
Porter’s value-chain framework and strategic network theory
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Recent contribution to management literature, however challenge those definitions,
trying to enrich them, in order to further develop theory on business modelling, to overcome
literature fragmentation on this topic and to take account of faster developments in business
practice. As observed by Onetti and Zucchella (2012) literature on the topic is still fragmented
and lacks any clear conceptualization, especially for what is related to the interrelation among
the strategic design and management of business models and business model innovation.
According to them, especially in technology based ventures, it is possible to “explore the
embryonic and innovative business models established by entrepreneurs and firms to meet
the challenges of rapid technological change, environmental turbulence and globalization”. In
particular, since they maintain that for science-based ventures, strategic decisions and growth
processes are characterized by a deep inter-relationship amongst the processes of
internationalization, innovation and entrepreneurship, they propose a new definition for
business model that emphasizes also the internationalization of the activities accounted for in
business model design, beside the aspects of entrepreneurship and innovation. Based on
previous research work, made in high-technology contexts and following Onetti et al. (2010)
they define business model as “the way a company structures its own activities in determining
the focus, locus and modus of its business”.

Scholars, though maintaining the system activity perspective, try to enrich the
construct emphasizing the relevance of location decisions. According to Onetti et al. (2012)
location decisions have not been considered by extant business model literature, even though
the importance of the geographical dimension has been highlighted by David Audretsch and
Taylor Aldridge, especially in such contexts which are characterized by the participation of
scientists to entrepreneurial activities. They hence suggest that business model affects the
firm’s collaboration incidence and that processes of innovation and internationalization are
deeply intertwined, since transnational social capital, contributes to scientist
entrepreneurship (Audretsch and Aldridge, 2008; Greiner and Ang, 2010). The locus of firms’
processes needs hence to be considered in holistic concept of business model and this
conceptualization has the prerequisite to apply not only for high-technology ventures, but it

has also general applicability.
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2.3 The Relevance of Business Model Construct to Our Study

2.3.1 The Relevance of a Holistic Approach

Prior research studies aiming at discovering peculiarities of academic small ventures
and factors that differentiate academic high-tech start-ups from other newly technology-
based start-ups (e.g. Bruderl et al., 1992; Chiesa and Piccaluga, 2000; Colombo and Piva,
2008a; Colombo and Piva, 2008b) are really important in our model because they allow to
assume that heterogeneity between academic new ventures and other new technology based
ventures exist also (and perhaps in a greater extent) for those elements that may affect
business model choices and innovation in the case of academic spin-offs and corporate ones.

As already mentioned, most of the genetic characteristics that allow to distinguish
academic new ventures from others are to be found mainly in personal characteristics of
founders and their competence endowments. The human capital characteristics of founders,
determining what they know and are able to do, have a strong impact on firms’ initial
endowment (e.g. Lockett et al., 2005), we have to understand how this effects unfold on
business model and how long they will last.

Building on findings from Colombo and Piva (2008b) we contend that academic spin-
offs inherit from their founders a richer and stronger technical knowledge than their
corporate counterparties whose commercial competencies are, instead superior, together
with general competencies in managing a firm. Moreover as far as relational capabilities are
concerned, again consistently with findings by Colombo and Piva (2008a and 2008b), we
contend that academic spin-offs will inherit a stronger propensity to team up with other
people from other public research organizations, thus fostering a process of subsequent
innovation also in the case of business model designs, while a strong orientation to market
will lead founders of corporate spin-offs searching for partners that will shorten the period of
return for investments. Moreover, we may also assume a stronger propensity for corporate
spawned ventures to look to go public and look for research and commercial partners more
willing to speed up the process of market commercialization of resources with which they are
endowed, for instance recurring more extensively to licensing agreements.

Consistently with the components which spin-offs may inherit from parent

organization having institutionally different strategic orientation and traits, we can hence
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assume that spawns originating from a public context will be closer to novelty-centered
business model design, while spin-offs originating from existing companies will be closer to
efficiency-centered business model design features.

Our problem is now to understand whether and how those business models change
and if their assumed heterogeneity is preserved by the time because of persistence of
imprinted pattern by parent organizations or, on the other hand, if this heterogeneity is
eliminated by learning processes that, in the same industry, lead to a similar business models
also in the case of firms having, institutionally, a different endowment.

In order to provide an answer to all the questions that have emerged in this brief essay
and to account for the factors that may engender or harness a process of evolution of firms,
we think also that a twofold analysis is requested: its main objective would be to shed a light
on factors that may prevent or foster reimprinting in organizational context that are different
since the moment of inception. In other words, this means trying to assess the relative
strength of imprinted patterns of different kind, how long they did survive and whether or not

deviation on certain dimensions, rather than others, produced an impact on performance.

2.3.2 Is the Business Model Construct Steeped in the Legacy Approach?

Among the questions that have been unresolved by extant literature on business
model, is the one about eventual business model path dependence (George and Bock, 2011).
One of the purpose of this study is to shed a light on the idea that path dependence
processes, affect business model since the inception of the firm and since its first design. And
also general mechanism for the evolution of successful or dominant business models remain
unexplored.

The idea why we choose the business model as the core concept to understand the
process of imprinting and of (eventual) deviation from imprinted patterns is that, as stated by
Chesbrough and Rosenbloom themselves, the business model construct assumes a legacy
approach by itself: authors consciously maintain that knowledge held by the firm, its
customers and third parties is cognitively limited and biased by the early steps of the firm,
hence also by what it has inherited. According to the authors it may also well be that the

forces that apply in a de novo venture are similar in character, although they may present
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differences in the degree, to those forces found in (successful) established firm. Moreover,
the idea of engaging in effective business model design activities that has been put forward by
Zott and Amit (2003) and pushed forward by Osterwalder and Pigneur (2010) allows for
modelling some aspects of what may be close to deliberate reimprinting choices. In fact,
building on previous research findings, (e.g. Aldrich, 1999; McGrath, 2000) they stress the
importance for firms to adapt business models design to their own particular markets even
when they replicate (inherited) business models of existing organizations.

Thus using such a holistic framework and analyzing how it has evolved through the
time and along which dimensions, we are then able to observe whether there is a similarity in
kind of forces inherited from established organizations, and whether a deviation from
imprinted patterns has occurred.

The idea of using the business model construct is not new in management study with
reference to spin-offs, and in particular to academic research-based spin-offs (Bower, 2003).
Moreover, we are supported in the choice for the opportunity of looking at business models
as a mean to look at the evolution of the firm also by choices made by Vohora et al. (2004)
who looked at the (radical) changes in business model, in order to account for the dynamic
process underlying firms’ emergence and growth. Also Druhile and Garnsey (2004) adopt a
dynamic perspective while analysing the interplay between the entrepreneur’s prior
knowledge and experience; they observe that business models are altered as entrepreneurs
improve their knowledge of resources and opportunities, thus putting forward, in our
perspective, the issue of a deviation from the imprinted patterns.

Having assessed the value of using business model and thus a system activity approach to
analyze spawned ventures, the characteristics they have (inherited) at the moment of
founding and the deviation from imprinted pattern, we now need a representation of this
holistic framework in order to delve into involved processes and to specify, hence, the

definition we choose to deal with the construct.

2.4 Architecture and Themes which Shape Business Model Construct

As already mentioned, the review of extant literature, suggests that this field of

research is still highly fragmented and that the definitions proposed for business model
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construct are high in number. However, as illustrated also by Zott and Amit (2010) in their
brief review of recent literature on business models we may ascertain some common traits to
all the definitions which have been proposed. First of all, business models construct seeks to
explain both value creation and value capture. Indeed, Teece (2010) observes that business
model construct “cristallizes customer needs and ability to pay, defines the manner by which
the business enterprise responds to and delivers value to customers, entices customers to pay
for value and converts those payments to profit through the proper design and operation of
the various elements of the value chain”.

Moreover, the construct of business model itself refers to a unit of analysis that is
distinct from the firm, the industry, or network” (Zott and Amit, 2010); even tough each
definition is centered on a focal firm, however it considers firms’ boundaries wider than those
of the firm’s itself. Finally, as it has been further developed in this chapter, business model
construct represents a holistic approach to firms’ activities design and representations since
the construct “emphasizes a system-level approach to explaining how firms ‘do business’
(Zott and Amit, 2010).

For the reasons we have just mentioned and also because of the high consistence in
the two business model definitions provided by Afuah and Tucci (2001) and Amit and Zott
(2007), finally, we choose as best suited business model definition, useful for the purposes of
our inquiry the one proposed by Amit and Zott in 2007 and its subsequent development.
(Amit and Zott, 2007; Zott and Amit, 2010). Even if it is true that definition from Afuah and
Tucci (2001) helps in operationalizing business model construct and, above all, in tracking
down all the possible elements that have been the object of lineage and that may influence
business model innovation, on the other hand, we are persuaded that the tracking down of all
those descriptors will not be easy, for instance because of the youth of the companies under
inquiry or because the particular context companies are working in. Insofar, to operationalize
our construct and analyse how business models arise and evolve we will use Zott and Amit
definition (2010), also because it is the one that best suits the approach that looks at business
model as a system activity construct.

We will hence focus of those parameters (some of them have already been
mentioned) which “activity systems designers” must consider, because they describe the main

architecture of the system and the sources for its value creation (Zott and Amit, 2010). The
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parameters that describe the architecture of the activity system are referred to as design
elements, while the parametes that describe sources for value generation are referred to as
design themes. The remainder of this paragraph will be dedicated to design elements and
design themes . Moreover we will also prefer this definition, because it allows for taking into

account the dynamism, which is inside the business model construct.

2.4.1 Design Elements and Themes

As Already mentioned, Zott and Amit (2010) individuate as main design parameters
that characterize an activity system its content, structure and governance. According to those
authors, which thoroughly build on extant literature on the business model construct, those
elements go far beyond the description of interdependencies among activities or notions of
network structure.

They describe those design parameters as independent and orthogonal, however they
acknowledge that this parsimonious choice has been made for the purpose of simplicity and
conceptual clarity. Business models’ design elements are instead highly interdependent and
entrepreneurs and managers often have to simultaneously make decisions on all the
parameters.

Supporting their theoretical development with examples coming from different
industries, and drawing from extant research, Zott and Amit (2010), describe the activity
system content as the selection of activities the firm should perform and the related actions
needed to perform those activities. The activity system structure is intended as the
description of the modus in which activities are connected and sequenced, while the activity
system governance refers to who is in charge of performing the activities.

For what concerns themes, authors propose also a classification of design themes they
consider relevant to ascertain the dominant value creation drivers. Zott and Amit refer to
those themes by the acronym NICE which stand for Novelty, Lock-In, Complementarities,
Efficiency.

Propositions emerged from the literature review and discussed above are presented in

the following Box.
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Propositions

Content, Structure and Governance for a spin-off’s business model depend on
characteristics inherited from parent organizations.

The choice of business model design themes may not deliberate and clear-cut

Business models are altered as entrepreneurs improve their knowledge of resources and
opportunities, thus putting forward, in our perspective, the issue of a deviation from the
imprinted patterns

Content of activities is the design element whose persistence is assumed to be higher,
together with their governance, while the change in structure is supposed to be more likely

Because of their origin, academic spin-offs are distinct from corporate ones, have a
different lineage and so it is for dimensions that exert an influence on business model
choices and innovation

Academic spin-offs’ business model will be more focused on innovation-oriented design,
while for corporate ones efficiency-oriented themes will prevail

2.5 Business Model Design and Evolution: Choice or Legacy?

It is not easy to draw a conclusion and answer to the question posed in the title of this

paragraph. Much of the aforementioned research work, proposed the idea of business model

as a deliberate choice, by the management team in charge. And also large part of recent

contributions refer to this idea as a consequence of interrelated and deliberate decisions,

made at different levels at the moment of enterprise foundation. This approach obviously

claims for an high degree of integration, thus promoting its consistent generation by

managers and proposing schematic and simple model (or tool) to help the business model

generation (Osterwalder and Pigneur, 2010). However, as already mentioned, some recent

studies have begun to question this approach, while preferring a contingent one, that
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moreover, stresses also the aspects of narrative and sense-making of the tool, thus
challenging the idea of a directive approach to business model design, preferring an emerging
one, that seems also to be consistent with our idea of lineage of elements that may affect

activity system design parameters and themes.

2.5.1 Business Model Design: the Legacy Approach beyond this Framework

We have already mentioned that the Business Model construct hides a legacy
approach. The most relevant (and widely cited in subsequent studies) contributions that
introduces the idea of transfer of genitival elements that may affect business model design
are the one by Amit and Zott and (2001) Chesbrough and Rosenbloom (2002).

In particular the research conducted by Amitt and Zott (2001) showed that traditional
configurations of firms asset and managers’ resistance to experimentation may prevent
change in business model. This hindering effect is not explicitly referred to parental heredity,
but since it is due to management resistance, it is not excludable that this resistance may have
been developed at the parent organization, as it is in the case of designing business model for
a new technology: the business model the firm has previously adopted for an extant
technology is likely to be same that managers will design also for a new technology, no matter
if it disruptive as compared with the old one (Amit and Zott, 2001). Actually, as observed by
Chesbrough (2010), the idea of barriers to business model experimentation (and so the idea of
legacy) was already present in Christensen’s reflection on disruptive technology: according to
him, incumbent organizations’ survival is threatened not by the inability to develop a
disruptive technology, but by their inability to develop the business model that matches for
that technology (Christensen, 1997).

Furthermore, this idea of legacy hindering business model autonomous design is put
forward by Chesbrough and Rosenbloom (2002) who individuate the legacy barrier to
business model experimentation and innovation in “dominant logic”, building upon the
contribution of Prahalad and Bettis (1986). According to Chesbrough and Rosenbloom (2002),
the dominant logic may represent a cognitive barrier that impedes managers to recognize

what the right business models ought to be.
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It is important to notice, while commenting on studies which denounce the existence
of “business model heredity” that in Christensen (1997) and Amitt and Zott (2001)
perspective, managers are aware of the characteristics of the ideal business model for the
firm to capture value from a new technology, but inherited constraints limit the possibilities to
organize the whole set of activities as they wanted. Instead, in the case of Chesbrough and
Rosenbloom (2002) contribution, authors assume the impossibility, due to dominant logic, to
perceive how the “ideal” business model is, which are the characteristics that its activities
and links must have to create value to customers and appropriate this value for the sake of

the company.

2.5.2 The Possibility for Business Model Innovation beside the Influence Exerted by

Legacy

In the previous section of this chapter, we have already referred to the recent
attention paid by scholars in investigating how business models change, which are the
antecedents and drivers of business model innovation, or, instead, the barriers to this change.
For the purpose of our research work, it is now useful to go thorough such contributions that
introduced the idea of the possibility for company to overcome barriers due to inheritance
and that try to explain how the process of business model innovation unfolds.

The starting point of our reflection is a more recent contribution by Chesbrough (2010)
who solicits managers to expand their perspectives for the individuation of the appropriate
business model that allows to capture value from firm’s competencies and technology. In
particular they solicit management and organizational commitment to experimentation.
According to the author the idea of experimentation is consistent with the scientific approach
which considers “business model as a model” (Baden-Fuller and Morgan, 2010) and allows for
constructing maps of business models. Using maps, it is, hence, possible to clarify the process
which underlie business models, and which may “allow them to become a source of
experiments considering alternate combinations of the processes” (Chesbrough, 2010, p.
359). However, besides the use of maps, that could serve merely as diagnosis tools, to

promote experimentation and innovation with the models, in Chesbrough’s view it is
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necessary to promote the process of effectuation and rely on organizational leadership. The
process of effectuation refers to creation of new business —and consequently new business
models- without thoroughly analysing the environment, but taking actions that create or
enact the market for its own value proposition (Sarasvathy, 2008). By the locution
“organizational leadership” refers to a subsequent step after effectuation, that he considers
vital for changing the business model and consists of leading the change in the organization,
thus engaging in business model experimentation. Moreover, Chesbrough solicit the
identification of internal leaders for business model change.

The idea of experimentation, however, has also been the object of enquiry by McGrath
(2010) who suggest that experimentation has a central role when considering a more
dynamically oriented approach to business modelling. In particular, instead of focusing on the
idea of effectuation and on the role of an (internal) organizational leader, concentrates her
attention on the learning-by-doing processes. While acknowledging that business model
design and evolution are highly path-dependent, she maintains that experimentation is the
key to further business model innovation, not only within a single firm, but also across
industries. New business models emerge on a discovery-driven approach guided by
experimentation and not simply thanks to superior resources (we will say, inherited or not)
which have been the object of careful planning in terms of business model design.

Aforementioned contributions are relevant because, as maintained also by Demil and
Lecocq (2010), show how the business model construct is subject both to a static approach
(that implies careful planning and posits also path-dependence trajectories, as a blueprint for
the coherence between core business model components) and to a transformational one,
which uses the concept of business model as a tool to address change and innovation.
However those studies, while showing how business model change may be fostered, basically
thanks to experimentation to overcome patterns imprinted by previous experiences (or also
by parent organizations), they do not model which dimensions or elements of business model
construct are more likely to be affected by the result of experimentation process.

A step forward in trying to understand how business model innovation unfolds has
been made by Sosna and colleagues (2010); authors by case-study in-depth analysis stress the
concept of trial-and-error learning process as the base for business model change, thus

shading a light on the difference between business model conceptualization and
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implementation, which by the time, has been identified as an important but under-researched
area, as already showed above. In the analysis they made, the trial-and-error learning process
is accrued and leveraged by the relevant length of time during which experimentation took
place, a possibility that is not opened to start-ups as authors explicitly refer, by entrepreneur’s
psychological and emotional character, and by previous repositories of learning.

In particular, the lastly mentioned contribution is highly consistent with the research
guestions we propose and with the assumptions we already made and one of the results of
this research work will be to expand with insight from other case-studies the propositions

Sosna et al. (2010) put forward.
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Part Il: Evidences Collected in the Empirical Setting

Chapter 3:
Model and Method of Analysis

3.1 Reasons for conducting the study only in Italian Biotech Industry

3.1.1 Reasons for the Choice of One Single Industry

The analysis has been conducted in only one industrial sector. Even if examples of
industries where spin-offs are high in number are many (e.g. laser industry, consultancy and
legal services, semiconductor, automobile, pharmaceuticals), we have decided to limit the
analysis to only one industry: the biotech. The reason for this parsimonious choice has to be
found in the need of controlling for diverse contingent and industry specific factors that may
have a relevance in determining business’s models choices by the spin-offs, thus preventing to
clearly isolate business model innovations due to persistence or discard of lineage elements.

Hence, the nature of this study and its purpose suggest not to adopt a cross-sector
analysis; furthermore, since the choice of the industry to analyse cannot be completely
separated from a preliminary idea on the particular field we want to study, the focus only on a
particular industry, the biotech one, has been determined also by the characteristics of the

industry itself. Further explanations are provided in the remainder of this chapter.

3.1.2 Reasons for the Choice of the Biotech Industry

We now have to provide a sound explanation for the reason we choose the biotech as

the industry where to select case studies for our investigation. According to the Organization
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for Economic Cooperation and Development (OECD, 1989), biotechnology is the use of
scientific and engineering principles (based on microbiology, genetics, biochemistry, chemical
and biochemical engineering) to transform materials using biological agents with the aim of
producing goods and services (OECD, 1989). Some of the examples of obtainable goods are
pharmaceuticals, new diagnostic kits, foods, chemical compositions, and environmental
control and treatment of effluents are, instead, some examples of services offered.

Biotechnology is one of the most attractive empirical contest for research in
management and entrepreneurship themes because of its impressive growth and the
subsequent entrance of many new ventures (Owen-Smith and Powell, 2006).

The exploration of the relationship between business and science is perceived by many
scholars as a fundamental issue, maybe because for many of them in no other industry
science and business are so tightly interrelated as they are in biotech. Indeed studies
concerning companies that have born to profit and grow to exploit R&D efforts, although
advancing scientific knowledge are perceived as much more relevant also because they help in
the further development of the science itself. In particular, as observed by Pisano (2006) for
science-based business “experimentation and innovation in business models, structures and
arrangements are as important to the health of these sectors as the experimentation and
innovation in the science”.

Moreover studies in this filed have flourished also because of the disappointing
performance of a whole industry that, at first sight, seemed to offer great opportunities in
terms of science advancement and wealth creation, particularly in the field of drug discovery
(e.g. OECD, 1989; Powell et al., 1996; Long, 1998; Audretsch and Stephan, 2001; Baum et al.,
2000; Deeds et al. 2000), that is also the privileged field for this research study. A large
number of scholars began to question about the causes of this unmade promise, focusing on
different aspects ranging from regulatory and policy explanations (e.g. Casper, 2000;
Zechendorf, 2004; Rosiello and Orsenigo, 2008; Montpetit, 2011), to strategic and
organizational ones (e.g. Pisano, 1991; Liebeskind et al., 1996; Powell, 1998; Lowe and
Gertler, 2000; Orsenigo, 2001; Nosella et al., 2005; Pisano, 2006; Teece 2010).

In this study, our focus will be on managerial issues, since we are deeply persuaded

that the study of business choices and practices in such a particular science-business and the
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analysis of successful performances will also help in understanding industry-level dynamics
and guiding more effective policies, above all at the regional level.

Until this point we have stressed the intrinsic relevance of the choice of the biotech
sector, but as already anticipated, we have also to provide a much more consistent
explanation for not having attempted any comparison with other sectors, and in particular
other sectors where science and knowledge content are relevant too. Our parsimonious
choice , however is supported by analogous decision made in the past by other researchers,
both conducting qualitative and quantitative research. The sciences behind biotechnology
create a very specific set of “functional requirements” for the business and involve “unique
challenges based on the nature of science that stress traditional business models, approaches
and arrangements”.

In particular, Pisano (2006) who studied extensively the field, observes that the
distinctive “anatomy” of the sector hinders any comparison and borrowing of models from no
other industry. “Anatomy” is intended by Pisano (2006, p.14) as the “roles of various types of
players (new entrants, established firms, universities, etc.) and their strategies; the
institutional arrangements, such as markets for capital, labor and know-how that link these
various players together; and rules of engagement, composed of regulations and norms that
shape behaviours and interactions”. “Anatomy” of biotech industry in particular, also because
of the characteristics of the underlying science, cannot be associated to anatomy of any other
industry and so it is also for strategies adopted by firms in the industry and for the business
models they design. During the first decades of development of this science, the vast majority
of companies, start-ups and companies generated both by academic and corporate
organizations, have extensively and “indiscriminately borrowed business models,
organizational strategies, and approaches from other high-technology industries under the
(false) premise that if it worked there, it will work also in the biotech industry”.

Scholars have already observed that even though some industries such as
semiconductors or software, and systems for innovation appear to be similar to the biotech,
in fact they are not, and it is not possible to extend to the biotech sector organization,
business models and practises that have already worked elsewhere (Feldman, 2003; Powell et
al., 2005; Pisano, 2006). This work, will hence contribute in understanding the unique

challenges companies are claimed to face and the peculiar elements which are assumed to
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characterize implemented strategies, organizational structures, and business models of the
biotech industry; thus contributing in shading a light also on those organizational and strategic
elements that in the past may have prevented the growth of some companies and the
flourishing of the whole scientific field. In particular, biotech industry differs from other
industries essentially because knowledge at the basis of the entrepreneurial activities in most
cases comes from basic research conducted in universities; although there are diverse
companies that all over the world are engaged too in basic research (Pisano, 2006).

Even though many scholars have investigated various factors which affect performance
of biotech firms involved in developing and commercializing new molecules or processes (e.g.
vertical integration, cooperation with main pharmaceutical companies, funding, interactions
with public universities, localization) according to Pisano (2006), three are the main issues and
the “functional requirements for the business” that claim for deeper investigation: risk
management, integration and learning. The specificity of the biotech business along these
dimensions, prevents to borrow models and practices from other industries. In particular, the
“biotech business puzzle” needs, to be solved, that integration and learning are effectively
achieved, since commercialization of IP and collaboration has already helped in resolving the
issue of risk management.

Finally, the choice of the biotech industry (and in particular the field of drug
development) has also been made easier because biotech is also one of the industries were
spin-offs are high in number and are a substantial fractions of entrants and in addition this
industry, being both high-tech and science-based, is characterized by a significant evolution in
company organization and management (Nosella et al., 2005) thus being a good context
where to investigate how business models form and evolve, how imprinted patterns are
impressed and how deviation may (or not) occur. We assume that the construct of business
model and its holistic approach may help in explaining also, as suggested by Pisano, what
prevents integration and learning and how established spin-offs, generated from different
parents, cope with those issues (Pisano, 2006).

We are also confirmed in the choice to analyse business model construct in a science-
based industry as biotech, also by recent research work in this field. Indeed, as observed by
Onetti et al. (2012) “business model” and “business model design” had become key challenges

for management, particularly in industries characterized by new and emerging technologies.
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They claim that literature on the topic is still fragmented and lacks clear conceptualization,
thus providing a promising context for research on this subject. Indeed, in the last decade the
emergence and rapid growth of science based industries have accelerated the need for new
and innovative business models; according to them business modelling is an essential
construct in competitive positioning and in value creation for new technology based firms and
constitutes the key element of their strategic design. This work may, hence, provide a useful
perspective and help in exploring the relationship between business model design and
strategic management in new technology based firms and, in particular, life sciences.
However, since our purpose and research objectives are quite ambitious, some words
of caution are necessary. In the remainder of this research work, we will be confronted with
practice and look at some actions put in place by managers from selected case studies to
improve performance. As suggested also by Pisano (2006), there are no easy answers or good
data to demonstrate, in this industry, which practices work better than others. Moreover the
small sample of “winners”, the highly stochastic nature of R&D activities for drug
development and the relatively short time frame constrain researchers’ ability to draw
inferences from specific company examples, and to identify, true best practices. We hence
hope not to get precise answers or to detect best practices in business model design from

existing companies, but we hope to get at least clues from them.

3.1.3 Reasons for the Choice of the Italian Biotech Industry

The Italian biotechnology industry is characterized by a rapid development of scientific
knowledge and a high level of technological complexity that nowadays represents highly
competitive and qualifying key factors. This area, indeed, recorded positive results and is
highly competitive at international level. The following considerations are drawn on the basis
of the report yearly published by the Italian Association for the Development of Biotechnology
(Ernst & Young, 2011, 2012) and by extensive scanning of press releases and newspapers
articles.

As a matter of fact, in Italy the biotech field is a growing sector and its economic
actors are companies with strong structure that over time have learned to establish concrete

and efficient collaboration through which support and further develop technological
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innovation. Also in Italy, indeed, biotechnology is one of the emergent sector and its
development is largely based on the naissance and creation of a large number of research-
intensive small and medium enterprises.

As a result they employ over 5,000 people in the R&D and effectively capable to bring
on market the results of their research activities, achieving more than 6,000 million euro
revenue per year. For example, in 2011 in Italy the red biotech, which is the leading sector of
the entire biotechnology industry, had a turnover of 6.811 billion euros (96% of total biotech)
and has invested in R&D € 1,691 million (92% of the total value of biotech companies).

This dynamic has resulted in an increasing interest of the academic Italian and
international researcher that in little more than two decades have studied the main economic
and business profiles related to the field of biotechnology, the number of alliances,
acquisitions and mergers that characterized this filed for several years. Besides, biotech sector
has aroused the interest of venture capitalists and multinational companies given the
potentiality in the development of new inventions, products and services and their
commercialisation.

The youth of the Italian industry and the high dynamism that characterizes its main
actors, in terms of competencies developed, patents approved, research publications made,
number of companies of new constituency, variety of adopted business models are all the
same interesting characteristics this context particularly interesting for our analysis. In
particular, the changes observed in the characteristics and markets served by Italian
companies and also the mortality we observed and the frequent changes in Boards’
composition reported by the press, claim for a further investigation on business model

characteristics and innovation.

3.2 Why a Multiple Case-Study Approach

As already mentioned, we can account for a limited number of studies dealing with the
issue of individuating dimensions of business models inherited from parent organization and
reinforced or (sooner or later) dismissed by spawned ventures themselves. Our research

guestions ask for an inductive approach and for developing a model from extant literature and
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field data. Multiple cases will be selected and analyzed thus alimenting a recursively process
among extant literature and collected data.

This design is well suited to approach our research question since the phenomena
under investigation are very recent and this method allows for filling up a lack of prior
theorizing (Eisenhardt, 1989). Grounding of the emerging theory in the data is especially
useful in early stages of research on a topic, since it is not also yet clear the extent to which
research questions are informed by existing theories. Using case studies is a well suited
research strategy for “examining contemporary phenomenon in its real-life context” (Yin,
1981). Moreover, inductive case studies approach is best suited since the analysis will take
place within a specific context and also since the focus is on a process and hence on how
guestions (Yin, 1994; 2008).

The starting point of our research, must obviously be description and classification
(Kerlinger, 1973; Gladstein and Quinn, 1985) of all the involved aspects of expected
interesting dimensions of business model, which may have been affected by the parent-
progeny relationship. This is sort of a discovery phase, necessary to collect the qualitative
data, useful to understand which dimensions of the business models of the spawned company
are affected the most by parent-progeny relationship. The purpose of the research, indeed, is
not to provide a representative picture of the whole reality. We need to delineate connecting
ideas and hence to collect evidence from detailed empirical examples to inform theory and
look for elements of the process that may naturally occur at the time of new venture creation
and then inform its subsequent development or look for patterns that differentiate spin-offs
and how they carry out their activities.

The case-oriented process we adopt is highly iterative and has a tight link with
emerging data. In conducting this research we will follow the roadmap traced by Eisenhardt
(1989) for providing a contribute to theory building and follow Yin’s (2008) suggestions on the
design of case study research. Research questions and propositions are purposely defined in
not precise ways and there are no strict constructs, since they are both tentative in this type
of research; the formulation of assumptions clearly reflects this approach: they are crafted in
a way that they have not guaranteed place in the resultant theory, and they can be revised

and reformulated as a result of serendipitous findings during the iterative research process.
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3.3 Criteria for Identifying Selected Case-Studies

Selected case studies have been chosen on a theoretical, and not on a sampling, basis.
Since we are trying to trace imprinting and then reimprinting process having as a reference
the business model construct and since this construct in the meaning here adopted is linked
to value generation and appropriation and hence to firm’s profitability, the first control
criterion we decided to use in selecting case studies is represented by spawned ventures
orientation to (economic) profit. The second criterion we decided to use is represented by the
age of spawned ventures: the idea is to limit the temporal interval during which companies
were founded in order to set aside any variation in the imprinting and reimprinting processes
(and hence in business model innovation) due to sudden improvement and change of notable
technical developments that occurred in the industry (Klepper and Thompson, 2006). Also for
the same reason, we decided also to take into account only biotech firms involved in the
process of pharmaceutical research and development (red biotech) and not in other fields
were biotechnologies are applied (e.g. white biotech, green biotech, grey biotech).

However, given the research questions we are trying to address we have selected case
studies looking, during our preliminary scanning of a wider population of biotech spin-offs, to
such cases for which business model evolution over time was clear and manifest and at first
sight seemed not easily reversible. Starting from the data-base of red-biotech companies
available at the Italian Association for the Development of Biotechnology, we individuated in
the first time ten case-studies that reflected the aforementioned criteria, and, additionally,
benefited from high attention by industry observers and specialized press. The list was then
shortened thanks to the help of some experts who have a deep knowledge of the field, a
tenured professor from a southern Italian University who extensively researched into the field
and a well-known Italian journalist who dedicates in his work great attention to highly
innovative industries and companies, especially SMEs. Their contribution was relevant since it
allowed to focus the attention on those companies whose histories were richer in terms of

facilitating the exploration of the research questions we are interested in.
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The cases selected for the study are five: two of the involved spin-offs have been

spawned from universities, while two of them have been spawned by prospective profit

oriented companies. All the four companies are located in Italy and were founded between

1996 and 2003. We contend that concerned spin-offs have inherited different blueprints,

related to the contexts where they have been generated, we aim at ascertaining if this

difference in lineages is reflected too in the business models they adopt and affects also

business model innovation. The last case-study we will analyse is a spin-off that has been

generated as joint venture from a public research institution and a corporate, a big player in

the pharmaceutical industry: the analysis of this hybrid venture may obviously help in shading

a light on the assumption about heterogeneity of blueprints since it is possible to observe if

lineage is effective and which elements are involved when influence is exerted by both kind of

parents.
Parent Spawned Year of (Current) Current)
Organization | Venture foundation | Activities Ownership
Corporate Indications for | 2001 Research, Public
Small Player Rareness Development,
Manifacture
Corporate Big Alii Discovery, | 2001 Research, (Totally)
Pharma synthesis and Development, | Private
follow up Manifacture,
Trial
Academic Best in class 2000 Mainly (Totally)
University antagonist Research, Private
Development
JV Academic Compounds et | 2003 Research, (Totally)
University- alia Development Private
Small Company
JV Park 1996 Research, Public
Research Molecules Development,
Institution- Manifacture,
Corporate Big Trial
Pharma
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3.4 How Research on the Field Has Been Prepared

3.4.1 Assessing the Relevance of a Comparison among Academic and

Corporate Spin-Offs in the International Scene

One of the first task we decided to perform was assessing the relevance of the
research questions we derived from literature and a preliminary data scanning and case-
studies selection also for stakeholders, differently involved in the activities of biotech
ventures. Basically the idea was to assess if this research work would have been of some use
to people daily facing scientific and managerial decisions in the industry. Furthermore, beside
the straightforward usefulness of this approach to manage our research, we must also stress
that when designing a case-study research, a relevant part of the research project relates to
the preparation of a case study protocol and in particular to an in-depth discussion of protocol
topics, their importance and the possible types of evidence to be collected in relation to each
topic (Yin, 2008).

In particular, since our focus of investigation is on those blueprints elements that may
affect business models, because of the holistic approach of this construct, we decided to
prepare our case study protocol, and assess the relevance of our study involving all the
stakeholder that have an interest in the business model a biotech company adopts; we then
decided to involve also Venture Capital Fund Managers and business Development Managers
from multinational pharmaceutical groups, even though they do not directly design or decide
to change business models. Furthermore, in order to be sure that questions under
investigation are of some relevance to the whole scientific community, we decided to get
suggestions and proofs of relevance for our work in a purely iterative approach, by doing the
assessment thanks to the collaboration of stakeholders representative of the industry at the
worldwide level, and coming from most advanced and dynamic scientific and entrepreneurial

contexts in the world.
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34.1.1 The importance of Focus Groups in our Research Design (to
Assess the Validity of Assumptions and Collect Hints for in-

depth Analysis)

The Focus Group technique has long been utilized in social research to study ideas in a
group setting [Morgan, 1988]. Focus Groups were rediscovered during the 80s by academics
as an alternative or a complement method to others for qualitative research, such as
interviews and participant observation. Their widespread use in a number of fields ranging
from education, management, sociology, communications, to health sciences, social
psychology and political science suggests that focus groups can be effectively designed,
fielded, and analysed from varying perspectives and priorities (Stewart et al., 2007). In
particular focus groups draw on three of the fundamental strengths of other qualitative
methods; these strengths are exploration and discovery; context and depth; and
interpretation (Stewart et al., 2007). Focus groups are frequently used to learn about either
topics or groups of people that are poorly understood (Morgan, 1996).

A focus group is defined as a moderated discussion among four to ten participants who
share their thoughts and experiences on a set of topics selected by the researcher (Morgan
and Spanish, 1984). The term focus indicates essentially that the interview is limited to a small
number of issues (Stewart et al., 2007). Focus groups are distinguished from other kind of
groups by the primary purpose of research, a procedure producing interactive data and that
groups are gathered independently of the fact the group exist in other situations as well
(Wilkinson, 2004).

The questions in a focus group are open ended even if they are carefully
predetermined and the sequencing although it may seem spontaneous, it is carefully planned
(Krueger and Casey, 2000). According to Morgan (1996) three are the essential characteristics
of a focus group: first, focus groups are a research method devoted to data collection; second,
the interaction in a group discussion is the source of the data; third, the researcher has
prominent and active role in creating the group discussion for data collection purposes and
may act or not as a moderator of the discussion (Morgan and Spanish, 1984).

Some scholars stress the difference among focus group and group interviews,

distinguishing the two by the prominence of the role of moderator.
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In our perspective what is most important for the use we will make of data collected
through focus groups is that this research tool may be used as both a self-contained method
and in combination with surveys and other research methods, most notably individual, in-
depth interviews (Morgan, 1988; Morgan, 1996). Hence, focus groups may be used as a
primary research tool) or as a supplement to other methods of research, thus a secondary
research tool (Morgan 1988). Indeed, the focus group technique is particularly useful as an
support method when little is still known about the phenomenon but also can be used as a
confirmatory method to test hypotheses [Stewart et al., 2007]. In our analysis focus groups
will be used as a secondary research tool, supporting our iterative process of research. This
choice is wide common in qualitative research and investigators’ reasons for combining
individual and group interviews typically point to the greater depth of the former and the
greater depth of the latter (Crabtree et al., 1993). This strategy has the advantage of first
identifying a range of experiences and perspectives, and then drawing from that pool to add
more depth were needed (Morgan, 1996). In particular, when used as a preliminary to
interviewing, focus groups offer the researcher a chance to develop an interview schedule
which is grounded in participants understanding of the topic (Morgan, 1984).

Thanks to focus groups we will able to assess the assumptions we made through
partial and preliminary knowledge of the phenomenon of business modelling by spin-offs
having different parents and we will also get hints and suggestions on those elements of
business model design that claim for an in-depth investigation through personal interviews. In
our case we can look at focus groups as a tool providing a “useful guide” (Morgan and
Spanish, 1984) for further exploration of our research questions with our key informants for
each selected case study. Beside, this technique may also let emerge a sort of “shared model”
(Morgan, 1988) that participants (in our case, the representative of biotech companies’
stakeholders) may have on key issues that affect business model design and evolution.

With this purpose, we will be able to maximize the major advantage of focus groups
that is the chance to observe participants engaging in the interaction on specific attitudes and
experiences which are of our interest (or which should be).

Otherwise, to gather similar information and insights, this would take several rounds of
preliminary interviews simply to get into the field. (Morgan, 1988) and, in any case, this would

have prevented to benefit from the examination of a full stream of interaction.
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Thanks to information gathered through interaction, in the remainder of the research
we will also be able to deepen our analysis especially on those aspects of management of
biotech spin-off companies, that the participants choose to present in groups, and on issues
which are followed in the later discussion. Furthermore, we will also get valuable data also on
the extent of consensus and diversity among the participants. Indeed as emphasized by
Morgan and Krueger (1993) what makes the discussion in focus groups more than the sum of
separate individual interviews is the fact that the participants both query each other and
explain themselves to each other. The ability to observe the extent and nature of
interviewees’ agreement and disagreement is a unique strength of focus groups (Morgan,
1996).

Furthermore the analysis may be enriched by having recourse to multiple focus groups
they allow for understanding of the range of opinions of people across several groups and
provide a much more natural environment than personal interviews, since participants may
interact. This, of course, preserves the interaction as the source of data, still allowing
individual differences of opinion to be voiced (in different groups) [Krueger and Casey, 2000].
Even though the recourse to multiple focus groups was possible also in our research, however
we decided to stop our data collection to a unique ad rich Focus Group, also because we had
recourse to this tool to support our preliminary knowledge of the industry and the relevant
issues in the filed we are going to analyse.

Based on Stewart et al. (2007) we contend that there are at least three key reasons
focus groups are an appropriate evaluation technique for our research purposes:

a) Flexibility. Focus groups allow for an open format and are flexible enough to
handle a wide range of topics.

b) Large Amounts of Rich Data. The focus group interactions produce a large
amount of information in the form of qualitative and quantitative feedback.
This rich data set allows for a deeper understanding of selected issues, and
may shade a light on other issues that may be present in a business
environment that would impact the design.

c) Building on Other Respondent’s Comments. The group setting with its
opportunities for interactions allows for the emergence of ideas or opinions

that are not dealt with in individual interviews.
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3.4.1.2 Evidences from a Focus Group Held with Academic

Entrepreneurs, Managers and VC Managers

As suggested by scholars in research methodology, the illustration of evidences
collected through focus group, is not sufficient to explain its value: information on group
composition and steps which where followed to gather such data are needed as well.
Interpretation of such data is not independent from the way data were collected (Morgan,
1996). In particular, according to Morgan, in order to maximize the research value of data
gathered through focus groups, report should include information on how the panel was
composed and why this choice, the relevant background of group participants, the degree of
moderator and researcher involvement in governing the interaction among participants, and
the summary of questions. Clearly, report should include how data were analysed and which
are the fundamental issues that emerge.

For what concerns group size, in the literature, the recommended size group varies, as
well as recommendations about the degree of standardization in its composition. Morgan
(1988) talks about six to ten participants, as “moderate sized” groups. Moreover, other
authors, such as Krueger (2000) suggest also not to expand too much the number of
participants for discussion on complex topics, smaller groups with less than eight participants
are frequently preferred. All those precautions are due to ensure productivity to discussion
and hence to data gathering.

Consistently with those recommendations, seven participants composed the focus
group in our research, all of them are executives in industry leader companies. All of those
companies, over the past years were ranked in the list of best fifteen companies prepared by
an international editor, specialized in analysing the biotech industry and the scientific and
business advancements of involved companies. This editor is currently the premier news
source for the industry in the world and daily provides a review of latest biotechnology
articles on biotech industry leaders, emerging biotech companies, VC deals, regulatory
decisions, and other biotech industry news.

Moreover, each year a panel of experts among the editor committee and staff ranks
the fifteen best companies from reader and staff nominations. The criteria for being included

in the shortlist require status as a privately held drug developer or platform biotech with high-
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potential to come up with a scientific innovation having a huge impact on the treatment of
human diseases. The final ranking is obtained evaluating individual companies based on their
pioneering technology and innovative business models. The companies in this ranking are able
to show great potential, cutting-edge technologies, brilliant executive teams, even in crisis
period. Executives coming from some of those companies have participated to the focus
group with the purpose to discuss the current landscape in life sciences and the successful
drug development and partnering strategies that are important to successfully run a biotech
company and that have proved to be relevant for them.

As already mentioned, since focus group in our research study is used as a tool to
support our knowledge of the field and to assess the relevance of our assumptions based on
literature, the standardization of the tool in terms of characteristics required to participants
was minimum and most of the key stakeholders for a biotech company were represented. The
only characteristics that participants shared was being executives at companies involved -at
different levels and with respect to different activities- in the development of new biological
drugs, with the potential to have a huge impact on human health. Of course, as for most of
the people working in science-based industries these executives shared also a common
education background, having been trained in medical and chemical and pharmaceutical
schools. For them, as usual in biotech industry the development of managerial capabilities
was subsequent to “technical” education and gained frequently having reached an MBA
Program, but above all through multi-years experience. As already mentioned a wide range of
roles were represented: CEO of a young and medium-sized start-up, Business Development
Managers at both small companies and multinational ones; Acquisition and Licensing Director
at a huge multinational; Manager at a Corporate Venture Fund, in charge of acting as a board
member in small companies already acquired; Scientific Director at venture-funded company

founded in 2005 and participated by both private and public investors’.

°ID 2 is the CEO of a start-up, which has developed a molecule, currently in phase | clinical
development, and as well has a unique discovery platform for developing targeted covalent drugs that
treat rare diseases. Prior to joining this company, ID 2 served as vice president of business
development and vice president of strategic operations at another start-up. Through the course of her
career, ID 2 has had a fairly wide variety of role in business development, in regulatory affairs, in
venture capital, in both large and small companies, in Europe and in the US.

ID 3 is the Head of Europe Strategic Transactions for a multinational pharmaceutical company.
He is responsible for the acquisition and licensing of drug programs or companies. He has extensive
experience in evaluating and negotiating transactions with small and large companies. Prior to this
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The focus group was held as a part of a more comprehensive industry event, thanks to
the help of one of key industry observer who acted as a moderator. The venue was at a
flagship conference organized by a partnering firm for the global life science industry, which
has a long tradition in facilitating the biotech-pharma partnerships. The aforementioned
editor provided his support to our research, by letting us to present to mentioned panellists
our questions during a more comprehensive debate on characteristics required to successful
biotech firms. The role of the moderator was very active in controlling the topic but not the
group’s dynamics, letting the participants free to interact among themselves. The level of
standardization and structuration of the procedure was, hence, not so high and the

participants were encouraged to pursue their own interest in relation to the topic being

experience he was Head of Business Development for two European companies. He also served as
responsible for worldwide licensing for two specific therapeutic areas for another multinational
pharmaceutical company. He also advised as a consultant to biotechnology and pharmaceutical
companies on business development strategies and execution.

ID 4 works at the corporate venture fund of a pharmaceutical multinational company. He
covers all steps of the investment process for this fund, and also serves as board observer for the fund
on the boards of recently acquired companies. Prior to joining this multinational, ID 4 was responsible
for Investment Management at a boutique venture capital in Switzerland focusing on early stage
investment in a variety of technological areas.

ID 5 serves as vice president of corporate development at an entrepreneurial pharmaceutical
company with a large pipeline, based in the US, where he has also served as a leader in business
development. Prior to joining this company, ID 5 was vice president of corporate development at a
specialized family of funds, where he managed business development strategies and interactions for
biotechnology and pharmaceutical companies.

ID 6 is Associate Director for Licensing and Corporate Development at European
pharmaceutical company founded during the 40s. Previously, he has served for the same company as
the Head of Licensing In. Before joining this company, he served as a Brand Manager for a well known
Suisse-based Pharmaceutical Company and also as a Product Manager for a US-based pharmaceutical
company.

ID 7 works for one of the largest pharmaceutical company where he has served for his entire
career. By now he is the Head of Business Development, but he has served as Acquisition Manager,
dealing with one of the biggest financial operation that was recently concluded. He also served as
director for local business in the US and was in charge of closing several acquisitions projects and
important in-licensing operations.

ID 8 is CEO a private, venture-backed therapeutic antibody discovery and development
company for the treatment of infectious disease and cancer. Previously ID 7 served as Chief Business
Officer at company, leader in developing innovative oral medicines, where he led the partnering and
M&A processes. He has more than twenty years of experience in the biotech industry, including
business and corporate development strategy and business practices. He led acquisitions and joint-
venture activities as well as alliance formation, and deal making. He also worked in a team that
developed and launched one of the blockbuster of recent years, he participated to one of the most
important joint-venture in the pharmaceutical industry as well.
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focused on. The moderator, of course introduced the setting and mentioned that the purpose
of their conversation was to share their experience, mentioning also our research setting.

Consistently with the purpose of using focus group data to gather data for a better
understanding of the dynamics that guide value creation and appropriation in the industry,
also the questions shared with the moderator weren’t so structured, being open-ended and
allowing for the deepening of different perspectives by participants (Morgan, 1988).

The first question was to provide some personal information in order to get
acquainted and to provide clues on the activities they were engaged in; each participant was
hence asked to present himself specifying their current and previous work experiences
together with information on their education and training. After this introductory question,
another general question was asked on the main relevant dimensions to account for having
success in the industry in these years. The aim of this question was to allow participants to
select primarily those aspects that are more relevant in their own perspectives and to extent
of activities each of their companies performs. Related to this question was the second one,
for genting considerations on participants’ expectations on the future of biotech ventures and
more generally on evolution of the industry as a whole, in terms of scientific progresses as
well. Finally, the last two questions were on the relevant changes that participants observed
in investors’ attitudes and the kind of partnerships they are looking for on the behalf of the
companies they represent.

The focus group conversations were audio-recorded and verbatim transcribed. The
conversations were in English and this helped in preparing notes for their analysis and
interpretation and for their subsequent use in the remainder of the research. The analysis in
the first place, has been built on what the participants have made available in the
conversation, which means that analysis has been conducted on rather detailed
transcriptions, though in the remainder of this chapter only some simplified excerpts are
guoted. In a subsequent moment analysis has turned also on the interaction order and on the
common content of the answers in order to have a better and more complex view of opinions
and positions of group members -especially on dimensions of business model design- that
may help a biotech company to survive and successfully compete and interact with other

stakeholders in the industry. This analysis, moreover allows also to be sure that it is of the
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highest quality, because we can show that we attended all the evidences collected and
addressed the most significant aspects of our enquiry.

From extensive textual analysis of transcribed conversations, we detected recurrent
themes in the words of participants: panellists from large companies together with Fund
managers, involved in Business Development Activities, very frequently in their answers used
the words strategy, plans, risk, and deals. On the other side, CEO and Directors of small and
medium-sized companies very frequently used the words science, project, product, targets
(for indicating particular disease they are working on).

Since Focus Group was conducted after having scanned through the relevant literature
on companies’ birth in the biotech industry, and relevant literature on the organization of
activities by companies in the industry, a sort of predicted pattern of analysis already existed.
The analysis of focus group answers, hence, followed this theoretically predicted pattern. In
some cases the patterns coincided, in other cases didn’t, thus providing insights on issues
which need additional analysis and enriching the recursive approach that informs our
research.

From some of the answers we derive that managers and executives that are differently
engaged across the life science value chain, stress the necessity to have a clear and well-
designed strategic vision for their companies and the products they realize, beside being at
the hedge scientifically. This dimension matches our proposition that companies need to
deliberately individuate strategy and above all the way they create and appropriate value.

Excerptn. 1

“The success of a biotech company is all about the drug! Companies don’t

make drugs is the drug that makes the company, however you need to start

thinking to have a market for your product. The worst that can happen to you

is to develop a product, go through the whole process and then discover that

there is non market for your product”.

Excerptn. 2

“ A great biotech company is a company that has a sustainable business.
It means that a sustainable company has the opportunity and knows how to

make revenues and profits. Some biotech companies don’t see the big picture,
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don’t see that competition is fierce and do not are aware that is important to

have opened up different options for the company”.

Excerptn. 3

“Certainly being scientifically at the hedge is necessary, but invest
consciously in scientific relationship is also a key to have success and letting

people sharing knowledge and speed up the business”.

From other passages, we derived also confirmation about the value of our twofold
analysis which will attempt to compare corporate and academic spin-off, searching for
differences in inherited genes, differences that may affect business model as well. Moreover,
some declarations seem also to confirm that academic spin-offs are much more oriented to

novelty, while corporate ones are more concentrated on efficiency.

Excerptn. 4

“The possibility for the biotech companies to innovate is higher because of
less formalized processes, especially when innovative ideas flow from
companies nested in universities or public research institutions. This is the real
game that biotech companies have to play. But especially academics, when
confronted with business have to think about also business collaborations and
not only research ones. We ask a lot of information, but we are not enemies
and we do not ask immediately for rights, we believe that we are working with
colleagues with their own rights and especially founders have to note that and

build their strategy around this model”.

On the other hand, we had also some insights on the fact that understanding the paths
along which partnerships are signed and how relevant they are for the further evolution of
business model is crucial for our analysis. In the patterned line of analysis probably the value
of partnership has been underestimated and threated simply as one of the many dimensions
that may characterize business model design and evolution both for academic and corporate

spin-offs.

Chapter 3: Model and Method of Analysis 67




“Nature and Relevance of Blueprints on Business Models Choices and Innovation: an Assessment”

Excerptn. 5

“Companies need to understand early that they need to sell the product to
big pharma companies and my task is to transmit communications from
biotech companies to pharma. | agree with the panel that when you have two
entities coming together that are trying to jointly develop something it is really

key to have a good alliance and a good relationship.”

Excerpt n. 6

“We got the impression that we had a very professional team on the other
side that was really anxious to give us a good sale, transparent and many
good feedback which was something that also builds trust and confidence on

both sides of the table.”

Excerptn. 7

“Many players from technology and space and what was really attractive
to us when we were approached by our partner is that effectively the company
had no prior experience in the field. It was very clear that it was sharing with
us a long term goal of future growth and we were able to preserve the identity
of the company, the arrangement and recognize for once the scientific and
clinical potential of our pipeline. It was also something really important for us,

this long term view and this willingness to preserve the identity”.

3.4.2 How the Interview Protocol has been Prepared and Relevant Issues

Have Been Detected

One of the most important sources for our the construction of our data set will be
represented by interviews made to people involved in important phases of the spawning of
the new venture and in its subsequent development. The choice of people to interview thus

will fall on members of the founding teams, other stakeholders having a determining role in
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the founding of the company, people in charge of managerial tasks during the founding but
also subsequently, and whenever possible, investors.

Because of the importance to get data through interviews allowing to trace all the
elements that may have been object of inheritance and in order also to detect also all the
factors that may have influenced companies and especially business model evolution, we
decided to run some preliminary interviews to test the interview protocol. Moreover the need
to run preliminary interviews is also due to the inherent complexity of the field under
investigation, which, as mentioned in previous sections, hinders also the comparison and the
borrowing of models from the other sectors.

A first draft of the questionnaire for semi-structured interviews was prepared on the
basis of the theoretical framework we presented. Questions, hence, were selected to trace
elements of inheritance ascribable to the parent organization and to caught all the aspects
referred to business model dimensions. In order to profit the most from the interaction with
interviewee the questionnaire, even if semi-structured, is of capital importance especially for
the understanding of how assumed deviation from the imprinted patterns unfolds, since
those data are not easily acquirable from other sources.

The first version of our questionnaire, presented a section for acquiring homogeneous
personal information on career paths of people interviewed, some questions to trace back
especially career path into the involved parent organization and the network of relations here
established. Another section was devoted to questions on the naissance of the spawned
venture, personal involvement and on team composition and finally sections Ill and IV where
devoted to business model design themes (content, structure and govenranace) and business
model design themes (NICE).

This first version of the questionnaire was firstly reviewed with a former academic
entrepreneur, tenured professor in Chemical and Pharmaceutical Synthesis at an Italian
University, and with a tenured professor in General Management, who has done extensively
research on bio-entrepreneurship. Thanks to their contribution, especially questions on the
dimensions of the business model were revised and those sections were enriched with a
larger number of questions, since the immediately understandable questions risked to flaw
interviews because of the lack of specificity of the questions relating to particular research

activities and management tasks.
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A revised version of the question was then tested to another academic entrepreneurs,
researcher to Italian University who together with a professor from the same university
founded an academic spin-off whose purpose is to develop compounds to be sold to big
pharmaceutical companies. The questionnaire was also tested to a manager of a foreign
biotech company, founded with the consulting of tenured professors from leading European
Universities. People who revised and tested our questionnaire was selected on the basis of
the heterogeneity of their professional experiences and of the role they had in their
respective companies.

The main advantage of those tests was to understand if now the questionnaire was
complete and allowed interviewees to understand which are the issues we are interested in
and also to understand how long the interview was supposed to last. The questions resulted
exhaustive and also easily understandable and not too generic.

However some suggestions provided by those people proved to be very useful during
the real data collection phases. First of all, interviewee suggested to introduce a fist open-
ended question, allowing the founder to reconstruct the history of the company and
especially its foundation, together with his/her personal interpretation on the evolution of
events. This way the conversation could have been started recalling to memory all the
relevant aspects of the inception, thus providing also insights to the interviewer on the
aspects, which required a thorough analysis. Moreover, especially the manager advised on a
different grouping and sequencing of questions referred to business model design elements.
Finally they both suggested to carefully prepare interviews in advance, in order to delete
those questions that were not directly pertinent to the case under investigation. This revised

version of our semi-structured interview thus was ready to be used, with involved people.

3.5 Data Collection and Analysis

3.5.1 Sources

Data collection for case studies may rely on many sources of evidence: publicly available
documentation, archival records, and interviews will be concerned in the present research
due to the fact that they are highly complementary and for the purpose of producing a good

case study research that uses as many source as possible. In fact an approach to the individual
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source of evidence is not recommended for conducting case studies, while a major strength of
a case study data collection is represented by the opportunity to use different sources of
evidence (Yin, 1994). Furthermore, always according to Yin (1994; 2008) the most important
advantage presented by using multiple sources of evidence is represented by the
development of converging lines of inquiry, letting any finding or conclusion to be more
convincing and accurate, following a corroboratory mode. The recourse to multiple sources of
information, hence, allows triangulation of data sources thus addressing potential problems of

construct validity.

3.5.1.1 Public Information

The use of contemporary information, sourced by press media and provided by all the
organizations involved in the analysis is of primary importance. Gathering of detailed data
from publicly available sources, in different phases of the research, will not simply help to
understand all the features that shape the process of imprinting and may inform the design
and evolution of the business models for spawned ventures, but also data from publicly
available sources will help in highlighting main themes that deserve a thorough understanding
during interviews to people directly involved in the origin of the spawned venture and its
transition and hence useful to refine also interview protocol. The purpose is to draw a
protocol for interviews that helps in catching all the crucial elements that inform firms’
heterogeneity and choices. In order to collect all available information, also subsequent to
changes in interview protocol on the basis of collected info from multiple sources, whenever
possible the interview will be retrieved.

There is plenty of publicly available information on selected spin-offs and respective
mother organizations and they have also received ample attention from economic and
scientific press, and there are also other scholars that have thoroughly analyzed concerned
case studies producing formal studies or evaluation of the same sites under study.

As already noticed by Yin the relevance and usefulness of this various documents is not
based on their necessary accuracy (this holds especially in the case of press extracts), their

relevance, instead, has to be found exactly in the possibility of corroborating and augmenting
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evidence from other sources. More accurate sources will certainly be primary official

documents collected, whenever possible in the concerned organizational contexts.

3.5.1.2 Interviews

Interviews are the preferred tool of this research design also because they allow
respondents to provide ample motivations and to interviewer to emphasize the importance of
the study for the understanding of roots of value creation in the firm they have founded and
guide. This is consistent to which has been defined as a romantic perspective on doing
research with interviews (Alvesson, 2003), this perspective believes in establishing rapport,
trust, and commitment between interviewer and interviewee, in particular in the interview
situation. Moreover significance and reliability of data are hence, accrued. Consistent with this
approach to conducting interviews, the format of interviews must be a semi-structured one,
allowing the informants to provide all the data he considers relevant, without letting the
researcher being overwhelmed with too much information.

For what concerns gathering of primary data from key informants, to have a complete
picture of factors determinant for the spawning we aim at interviewing the members of the
founding teams, currently or not involved in the activities of spawned ventures.

Management board members of involved companies have also been interviewed, as
well as current (and whenever possible, former) members of board of directors in order to
catch their view about the content and nature of blueprints inherited from mother
organization, the influence exerted on business model design and innovation and the
elements that instead have been discarded. This information also be searched through
interview to investors that decided to fund the involved company since its inception or later,
also in this case the objective is clearly in understanding lineage properties and duration, but
above all the interest has been in ascertaining reasons for their engagement (and eventually,
reasons for their divestment choices) and their influence in eventually fostering a process of
reimprinting, reflected in business model innovation.

The importance of having multiple sources of informants is consistent with the nature
of research questions we want to investigate and is stressed also by Yin (1994, 2008), since it

allows to have the interpretation of phenomena through the eyes of specific interviewees that
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can provide important insights into the situations under investigation and can also provide
shortcuts to the prior history of the situation, helping in identifying other relevant sources of
evidence. Moreover collecting data with multiple informants within the same contexts and
gathering contemporary information through press and internal documentation is also a
sound means to reduce the risk of retrospective meaning imposed by key informants on past

events, because of the knowledge of outcomes (Golden, 1992; Yin, 2008).

3.5.2 Coding and Data Analysis

In this section we will report on how the process of data examining, categorizing,
coding and analysis unfolded. As methodologists require (e.g. Corbin and Strauss, 1990;
Corbin and Strauss, 2007; Cassell et al., 2009; Yin, 2008), the description of the phases
concerning analyses of case studies evidences is very important, since it shows how evidences
have been recombined and, above all, how empirically based conclusions have been drawn.
The purpose of this section is, thus, to make explicit canons and procedures used in our
gualitative research work, since, as maintained among others by Corbin and Strauss (1990;
2007), this allows for the proper and systematic evaluation of the whole work. We will hence
illustrate the general analytic strategies here adopted, together with the involved techniques.

Obviously, the analyses (and as a consequence also the presentation of evidences)
have been made to guarantee the consideration of alternative explanations. This is consistent
with the multiple case studies approach here adopted; indeed, since case studies have been
selected under theoretical replication logic (each case is expected to show contrasting results
from the others, but for anticipatable reasons), our general analytic strategy, clearly has to
account for alternative explanations.

As recommended also by Yin (2008) the general strategy selected to “fairly treat
evidence; produce compelling analytic conclusions, and rule out alternative explanations” (p:
130) is to follow the theoretical propositions. Therefore, this strategy already guided case
studies selection and hence is the most suitable one to ensure that data will be analysable.
Moreover, following theoretical propositions, which in turn reflected our research questions
and literature review, it is also easier to organize case studies and to individuate the

alternative explanations for collected evidences. The strategy of relying on theoretical
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propositions was complemented by the examination of rival explanation. As noted by Yin
(2008) those two general strategies are not mutually exclusive; on the contrary, they are
highly complementary, since initial theoretical propositions already included rival
assumptions, as testified also by the multiple cases design we decided to adopt for this
research work. The whole process of data collection was informed by the combination of
relying on theoretical propositions and examining rival explanation. It clearly has to be the
same for data analysis.

In the remainder of this paragraph the steps of research analysis will be presented.
However, as noted by different scholars (Strauss and Corbin, 2007; Yin 2008) it has to be
mentioned that research analysis is mainly an iterative process, even if, also in this study, it is
presented as a linear process, with subsequent well-defined steps. “Analysis is not a
structured, static or rigid process. Rather it is a free-flowing in which analysts move quickly
back and forth between types of coding, using analytic techniques and procedures freely and
in response to the analytic task before analysts” (Strauss and Corbin, 2007: 58). In particular,
the importance of interactivity in qualitative research and in particular in the analysis of data
is regarded to as one of the main principle for testifying the “goodness” of the research study
(Tobin and Begley, 2004).

Hence, also in our research study, some of the steps here presented were concurrently
undertaken and information, after collection and first analytical manipulations were carefully
reviewed before the undertaking of further analysis. Indeed, as Corbin and Strauss, already
stressed in 1990, every concept that is brought into the study or discovered in the research
process, at first has to be considered a provisional one.

As suggested by Miles and Huberman (1994) a helpful starting point for the analysis is
to “play” with data, and begin a series of analytical manipulations, whose first step is
represented by putting data into different arrays. In putting information into separate arrays,
however the intent was to preserve meaningful units of text. In this way, we were hence able
to make synthesis of relevant data and to individuate, for each unit of text, the relevant
informative content and also some key words. Key words were supposed to be useful to
briefly describe the content into that array and proved to be of relevant use to easily track

down data afterwards, especially when the amount of data to retrieve was augmented.
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The exercise of grouping data into separate and various arrays, assigning for each array
one or more key words, moreover helped also in the subsequent process of the refinement of
data collection. Indeed, because of the complexity of our research design and especially
because of the variety of data for each of the five case studies, this step helped in analysing
the first bits of data and in keeping track of the relevant information, thus preventing from
missing anything, and alerting if in subsequent steps of data collection (mainly in other
interviews) something else was to be considered and more evidence (related to specific
issues) was to be collected. How important are firs data analyses, especially if considered as a
guidance in adding supplementary evidences was already stressed, among other
methodologists, by Corbin and Strauss (1990) and by Yin (1994).

Once data have been split into different arrays, as recommended by Miles and
Huberman (1994) the subsequent step has been to develop a richer matrix, which included,
besides key words we already individuated, also categories which reflected a certain phase in
the lifetime of concerned spin-offs (e.g. Birth, Transformation into a Company, Renaissance,
Growth). By performing this step, collected evidences, which already were separated in
meaningful units of text and already had passed through a first classification procedure, was
placed within such categories.

As long as our data matrix was made, some subunits of text were grouped again under
the same lifetime category, in order to reduce, when necessary, data redundancy and possible
noise without deleting information. Those steps may be regarded to, also as the result of a
first inductive round of a provisional encoding procedure. Namely, the provisional encoding
procedure we are dealing with is referred to as open coding. By this procedure, phenomena
were hence named and, as suggested by methodologists, their names were assigned as an
answer to the question “what’s going on there?” (Strauss and Corbin, 2007). The key words
assigned during first data manipulation helped in coming up with lifetime categories. The
categories here emerged were really useful for the depicting of problems and issues that are
important to those being studied in our research work, as required by our general strategy.
Moreover, fresh and new insights emerged on how phenomena may be related, and in
particular it is interesting to notice that some of those insights were new with respect to the
expectations we had derived from literature review and also from preliminary interviews and

focus groups.
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We individuated those categories after a first round of information analysis, and during
the on-going process of data collection, this shows that the process was iterative and was
refined when new data were added to the whole set. This first round of information analysis
concerned both data collected through some interviews and also data from all other sources
(public data on selected companies, reports and info on newspapers, specialized periodicals).

This step was really important in the process of data analysis because it proved to be
really useful during the subsequent and later detailed coding steps (Strauss and Corbin, 2009).
Provisional categories, indeed, provided useful insights mainly for the answer to one of the
key questions we are concerned about, namely the lasting of imprinting. The unfolding of
analysis on the basis of those categories referred to a specific lifetime stage, facilitated the
identification of dimensions along which imprinting and learning occurs, and also helped in
the analysis of elements that may influence business model design.

Moreover since our research design involves the analyses of a plurality of case studies,
the individuation of those spin-offs’ lifetime categories, helped also in the comparison across
cases. Subsequent coding was more fruitful coding along the same lifetime stage, since those
categories allowed the individuation of subsets of data; along those subsets was easier to look
for similarities and differences as long as the analysis unfolded, thus leading to achieve
greater precision and consistency, helping to group similar events and eventually questioning
why differences emerge. Indeed in the process of data analysis, looking for themes and thus
searching for (or finding) patterns of regularities, assists also with integration (Corbin and
Strauss, 1990).

The individuation of aforementioned categories moreover required the effort, and
produced the advantage, of putting all the information in chronological order. Even if this may
appear as the most obvious way to collect and organize information, it has to be mentioned
that not all our information were already organized in chronological order. This was true
especially for data collected through interviews and presentations: for instance during the
unfolding of conversations, in different passages managers and founders referred to the same
event, but with reference to different variables and dimensions and/or adopting a diverse
focus in telling the story. The organization of those events, re-establishing their chronological

order was hence needed, also as a mean to facilitate comparison across case studies.
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According to Yin (2008) those first attempts in data manipulations are very useful and
important, since they help in putting evidence in some preliminary order (p.129). Moreover
conducting those manipulations also confirmed the validity of the aforementioned choice
about broad general strategies to analyse data.

Only when the process of data collection was completed and all the audio-recorded
materials where verbatim transcribed (without the assistance of any software developed to
assist the transcription of audio-recordings and without the intervention of any
transcriptionist) all data were imported in QSR NVIVO software, for a subsequent (and more
structured) coding procedure. With respect to the audio-recorded data, It is particularly
important to notice that the person who collected interviews (and to some extent, also
accessible company presentations and institutional video-recordings) was the same in charge
and responsible for their transcription; this is particularly important for a richer understanding
of the meaning of data (Poland, 1995).

When transcription is made by the person who prepared and run interviews ensures
active listening against touch-typing; as it may be the case when a transcriptionist is involved
(MacLean et al., 2004); moreover the direct involvement of the researcher in the transcription
process enriches data collection and strengthens interpretation: the person, indeed, may
draw upon non-verbal utterances and verbal discussions, may capitalize on his/her own field-
notes and instantaneous comments, thus preventing any problems related to the removal of
the very details that qualitative inquiry is appreciated for (Oliver et al., 2005, Kvale, 2008).
Having directly done transcriptions, the researcher was also able to take into account also
interviewees interpretation of events, since the analyst has listened closely to what the
interviewees were saying and how they were saying it; this helps also in interpreting certain
events not jumping immediately to theoretical developed conclusions (Strauss and Corbin,
2009).

While uploading the textual files to QSR NVIVO software, the transcriptions of
interviews and other recorded materials, collected during companies’ institutional
presentations, were imported in their integrity, and also field notes and instantaneous
comments wrote down during interviews and presentations. However those latter data were
not part of the original and extensive texts, but thanks to NVIVO properties were reported at

margins. Other textual documents, instead, were not uploaded at all, or were uploaded only
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partially, because during first manipulations their informative content was redundant and
produced no new clues or insights for the deepening of the analysis. This was the case, for
example of same information that was the object both of a company press release and
newspaper item; this was also the case of some information on the history of the company
collected on its own website, but which was also the object of conversation with one of the
founder of the company, still in charge in its management.

The (more structured) line-by-line coding procedure clearly benefited from first and
iterative data manipulations, as mentioned before, through information separation in
meaningful and relevant subunits of text, synthesis and individuation of lifetime categories.
One of the benefits, as already mentioned was to put evidence in some preliminary order,
moreover first manipulations helped also in focusing attention on certain data, while ignoring
others. First manipulations, furthermore, since they allowed the individuation of subsets of
data proved also to be very helpful in identifying also the appropriate causal links to be
further analysed. In particular, in a subsequent (and partially concurrent) step in data analysis,
the interest was mainly in explaining how phenomena (described by first step categories)
happened, why they happened and which are the consequences of some events for the
phenomena under analysis.

Even when adopting an inductive approach for theory refinement and advancement,
encoding of information may also require a “start list” of provisional codes before
commencing a thorough analysis of data. This is of course required to increase the
profitableness of the coding procedure, and according to Miles and Huberman (1994) their
function is increased if the “start list” is prepared before going to fieldwork. Aforementioned
authors, defend the opportunity of having a start list of codes, because it reflects the
conceptual framework and research questions, and focus on properties and key variables that
the researcher brings to the study (p. 58). Furthermore, it has to be mentioned that the choice
of our provisional list of codes, is clearly and highly consistent with the general strategy for
data analysis that relies on theoretical propositions.

Indeed, in order to come up to the most appropriate use of collected data and also to
have stronger categorization elements on which draw our conclusions, the first operation we
made on verbatim transcription of our data, and relative field notes, was to bring back all the

responses collected during interviews under the codes we had already selected, and that were
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also reflected in the different sections of our interview protocol. This procedure is highly
recommended by methodologists, especially when interviews are semi-structured and hence
there is a lot of data spurring out, from normal conversationally interaction with the
interviewee (Yin, 2008).

Our coding “start list” was represented by the main phenomena we want to trace and
process on which we are investigating: imprinting, genes modification, differences in
imprinting. Our list however was also completed by codes exclusively related to business
model literature and corresponding to dimensions identifying business model design elements
and design themes, as described in the work by Amit and Zott (2010). With this respect
adopted codes were, range of performed activities (or content), modus in which activities are
organized, presence of complementarities, responsibility for the carrying on of performed
activities and, finally, design themes.

As suggested by Miles and Huberman (1994), the list was held lightly, and applied to all
the data set uploaded in NVIVO software. All the data grouped under those codes were
examined closely “for fit and power” (p. 58). Also in our case, the conceptual orientation
reflected also in codes, seemed to be fruitful and account well what was heard during
interviews and reported on other sources. However, some codes were changed, especially for
what concerns their dimensions and other were codes were added in a purely inductive
manner, as the scanning of data went through. For example, the provisional code, labelled
“presence of complementarities” used to individuate whether or not it was decided to
complement internal resources and competences (especially with commercial ones) was
changed into “extensive and multi-oriented search for complementarities” to better describe
the likelihood of managers of using the large variety of their extant relations for the search of
complementarities, not simply related to market knowledge”.

Indeed, together with start categories, which might also be intended as a guide to
being not overwhelmed with data, other codes were used, as the result of a mere inductive

Ill

approach in the analysis. The provisional “start list” of codes was hence integrated with codes
emerged in the process of data analysis. However, as outlined by Miles and Huberman (1994)
having a provisional list of codes that will subsequently be refined, as in our case, or having
codes emerging in a pure inductive manner as advocated by Strauss and Corbin (2007) is less

important than the way codes are related one to another.
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Categories are hence were linked one another, and especially changes in the original
situations, along the different dimensions of adopted codes, were analysed in order to
establish if those changes might be the result of a particular action or interaction among
people and /or juridical organizations. During this phase of data analysis especially the causal
links individuated among different categories (and partially reported in the case studies
narratives presented in the next chapter), the comparison of one piece of data (referred to a
certain case study) to another (referred to the same case study) was constant.

The constant reference to other data in assigning a code to a specific subunits of text,
helped in reducing possible distortion of meaning, due to the over-imposing of a certain
interpretation on some data, when data inductively tell something else (Strauss and Corbin,
2007). In particular this step in the analysis convinced the researcher to relieve the emphasis
assigned to the code “differences in imprinting” as the central code for theory development,
thus focusing more on the dichotomy expressed by the codes “entrepreneurial experiments”
or “grounded entrepreneurial experiments” to describe to what extent academic spin-offs are
different from corporate ones. Indeed, as recommended by Corbin and Strauss (1990) “no
matter how enamoured the investigator may be of a particular concept, if its relevance to the

phenomenon under question is not proven through continued scrutiny, it must be discarded”.

3.5.3 Case Studies Reporting

In this section, we briefly describe the choice we have made to report our case studies.
This description is aimed at showing that the choices relative to case studies reporting are
highly consistent with the general analytic strategy and the analysis techniques.

Since a relevant part of the data analysis consisted in individuating the chronological
order of events for each one of the selected spin-offs, we decided to report case studies first
in the form of narratives. We will hence have five different sections, for each of the case
studies we analysed. The choice of different narratives will help in in showing the
completeness we sought in our analysis and in grasping the evidence of each case study and
their own sufficient evidence. Moreover, as noted also by methodologists (e.g. Yin, 2008), this
reporting form is also very useful since it allows to understand which causes may have led to a
certain event, thus providing answers to “how” and “why” questions. Finally, following the

rendition of the events it will also be easier to cover many different types elements that
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conditioned business model innovation and that may vary from case to case and also from
(theoretical) expected patterns (Yin, 2008).

However, since for each case study and across them, we have many elements and
dimensions under analysis, besides composing narratives, we will also devote some sections
to cross-case syntheses prepared with the purpose of making manifest the answers to our
research questions. Hence, we will have sections devoted to imprinting pervasiveness,
business model evolution, and finally sections in which cross-case comparison is reported for
the purpose of understanding to what extent academic spin-offs differ from corporate ones,

and which are those (presumably inherited) differences.

Chapter 3: Model and Method of Analysis 81







Chapter 4:

Evidences from the Empirical Setting

4.1 Previous studies on business models in the Biotech Industry

The choice of the construct of business model, instead of an analysis of strategic
choices by companies in the field is not casual. Indeed our preliminary investigation on
selected case studies, already showed that in this field players are not concentrated on
competition, some of them are so unique in terms of competences they have that
competitors aren’t perceived at all. Companies, especially small companies in such a field have
to been much more concentrated on the business model, and in particular in designing (or
simply copying with) how the pieces of a business fit together. Maybe entrepreneurs and
managers, when the companies already exist, especially if they are small companies, they do
not have to factor competition in the business arena. This is consistent with the distinction
introduced by Magretta (2002), who tried to explain how business model do matter and which
are the links with strategy.

The nature of our inquiry is particularly important in this field since in the past scholars
have concentrated their attention mainly on the final characteristics that business models
assume, e.g. trying to establish relations with performance (measured in terms of revenues,
dimensional growth, number of patents, richness of pipeline) but not often have researched

how the process of business model evolution unfolds and along which dimensions.

4.2 Business Models in the Italian Biotech Industries

4.1.1 Review of Previous Studies and Taxonomy

The growing importance of biotechnologies and the variety of business models

adopted by the involved firms, has led several authors to provide taxonomy of biotechnology
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industry based on the type of good/service produced and their innovative process. According

to Bigliardi et al. (2005) it is possible to sort out five categories:

young small companies characterised by high level of scientific knowledge working
in the applied research. Given their dimension, these firms usually sell their
research output out to other enterprises or establish partnership with bigger
companies capable of producing and commercialising their products;

vertically integrated companies, able to develop the product since the research
phase throughout its commercialisations. Provided with an inner department
specialised in the development of biotechnological outputs, these firms can
produce their own products or can set up partnership with other smaller companies
aiming at reduce failure risks and, primarily, to extend their knowledge base;
companies involved in the latter stage of the biotechnological product cycles, that
are mainly focused on the industrial development, production and
commercialisation. Generally, these are manufacturing enterprises that buy the
research outputs of the first category that are the young small business companies.
There aren’t a wide number of these firms, since they have to cope with continuous
developments of the production processes and the respect of severe technical
safety-oriented regulations, as decided by regulatory Bodies;

recent constitution companies that produce and sell services, offering, in particular,
research outputs, such as cloning and sequencing or chemical synthesis, to other
enterprises. This category can be considered particularly convenient as the capital
required to run them is minor then the other companies described above;
integrated companies, whose activities are concentrated on production processes,
for example the production of monoclonal antibodies, thought the use of
biotechnologies. These new product development, that often are conducted in

collaboration with their customers, are sold to other companies.

Following a deeper literature review, it appears to be particularly interesting another

categorisation of the biotechnological companies’ business model, that divide them into “born

biotech”, “diversified company” and “service and commaodities biotech” (Sorrentino, 2009).

The born biotech companies, correspond to the first category of the abovementioned

classification, and include those young medium-small firms that have been established to
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operate in the biotechnological business. As a matter of fact, this category refers to the bigger
companies or academic spin-offs created with the specific intent to develop biotechnological
outcomes.

The diversified company, on the other hand, represents medium and large enterprises
that even though operate in other fields, have decided to enter into the biotech sector
investing resources and organizational capacity to this aim. The most common example are
the large pharmaceutical or chemical companies that have invested substantial resources in
biotech R&D participating de facto to the medicine and biotechnological products business.

Finally, the service and commodities biotech category concerns companies that offer
goods and services at a minor added value in support to biotech R&D activities without being
directly involved into research activities.

Given the features of the “born biotech” companies, it is worth to deepen their
analysis, as the research capabilities of these companies enhance technological and innovative
development in the different application fields of biotechnologies. These companies can be
called "core biotech company" or "dedicated biotech firm" (hereinafter DBF), having in mind
the intent to underline the efforts made in the field of biotechnological research.

The DBF may adopt different business models, depending on the level of
organizational integration and the degree of focus chosen. Nevertheless, it is possible to
identify two extremes business models, ranging from sales and marketing of products
(applications, devices, final products) to transfer to other companies the “upstream” research
results concerning a specific segment or phase of the R&D process on which the DBF have
chosen to focus its activities. In the first case, that is not widespread among
biopharmaceutical companies but, at the same time, is more present in other areas of
biotech, the business model needs more or less relevant investments necessary to manage
the production activities, distribution and commercialisation of the outputs. This requires the
possession of complementary resources and the implementation of activities aimed at
developing the market. In the second case, enterprises, focusing on several technology fields
or phases of the biotech research, give their R&D results, participating in this way in the so-
called "market knowledge" (Arora et al, 2011; Gans and Stern, 2003; Hicks and Hedge, 2005).

Once one of these two models has been chosen, companies define the activities to

focus on and which to outsource to external partners. It is, indeed, often that DBF companies
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establish external collaboration, since is the way through which companies compete in the
industry. The business model choice is than completed with localisation, in other word how
the company articulate at local and cross-border scale its wide collaboration network that
companies create for further develop their scientific and technological knowledge, as well as,
to access to resources critical for development, including financial resources. Empirical
evidence shows, in fact, that many DBF organize in several countries partnerships network
with universities and research centres, with business partners, potential users, as well as with
suppliers of specific resources (venture capitalists, financial markets, business incubators).

The variety of business models adopted by biotech companies is particularly clear in
the of health care biotechnologies field. In this sector is evident the difference between the
companies engaged in the drugs identification and development and those firms focused in
providing technologies and technological platforms to support the R&D process of biotech
drugs. The first type includes two kinds, the companies defined “Drug Agent” and those
named “Product Biotech”. The first one sell or sublicense the molecules discovered but not
yet experience; while the latter are also involved in clinical trials, production and
commercialization of drugs on the final market. Then there are, those companies that provide
technologies and technology platforms defined “Platform Companies”.

Drug Agent firms have small dimension, both in terms of revenues and number of
employees, they are involved in "discovery" activities and preclinical development: rarely they
concede their compounds after passing the Phase | and Il necessary for the development of
new drugs. Consequently, the revenues derived primarily from the licensing of the active
ingredients and royalties on sales, limited to those molecules that arrived in the final market.

The Product Biotech represent a minor share of DBF companies operating worldwide.
These are large enterprises, often of first generation, being born in the late seventies or
eighties.

Finally, the Platform Companies sell solutions and technology platforms to companies
engaged in research and development of new drugs. Given the type of service provided, this
kind of firms are less exposed to the risk of failure in comparison to those focused on the R&D
of new compounds and, at the same time, allows to obtain a greater continuity of revenues.
Therefore, it is possible to find DBF involved in the research of new molecules and in providing

to other companies technologies and technological platforms.
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The taxonomy proposed so far is the result of purely academic studies, it is, therefore,
important to provide the classification developed by specialized professionals in the biotech
sector (Ernst & Young 2012). According to the 2012 Report of Ernst & Yong, it is possible to
distinguish three types of strategic models chosen by the industry of biotech drug:

- Centric pipeline: pipeline development characterized by expensive and long time
consuming. They aims at producing outcomes that can create a significant source of
revenue and increase incomes from other products and services in a significant way;

- Centric technology: proven technology applied to develop a wide range of products
and services and to accelerate basic research and early clinical development;

- Expertise centric: deeper use of research, development, regulatory, manufacturing

and/or commercialization skills in order to offer services to third parties.

4.3 Main Characteristics of Selected Case Studies

The purpose of this section is to present the reasons for which our cases studies have
been selected among all the the spin-off ventures active in the biotech sector in Italy. The
descriptions which follow have been prepared when the knowledge of companies was still
underdeveloped and based mainly on a preliminary analysis of companies websites and
summary scanning of press releases, no interviews were made at that time, neither precise
and careful public information was collected and consulted. However we decided to present
main characteristics of selected case studies in this form, in order to allow the reader to grasp
immediately relevant differences and similarities among the cases, without the presentation
being biased by the effect of information over-loading and data interpretation. Since no real
case identities will be showed, to identify each case study we will have recourse to fictional
labels that have been identified during the analytical process and not at the beginning of data
collection, as the brief descriptions we provide in this section.

The first involved corporate spin-off is Indications for Rareness an integrated
biopharmaceutical company, publicly owned and focused on research, development and
manufacture of active ingredients derived from natural sources as potential therapeutic
agents. This spin-off was originated in 2001 from another private company (founded almost

50 years before) focused on developing compounds to correct coagulation and thrombotic
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disorders. This company may count on relevant collaborations with primary research
institutes and with other companies to maximize the commercial opportunities for all parties
involved in the venture and to potentially move drugs to the market faster.

Second corporate spin-off we consider is Alii discovery, synthesis and follow up. The company
was spawned off in research laboratories of a large multinational pharmaceutical company.
Nowadays it is specialized in developing research programs for and in collaboration with other
companies in the entire life science industry. The activities performed by Alii discovery,
synthesis and follow up are to be considered a service for its own customers wanting to
support them in respective drug discovery programs. Moreover the company, by the time has
begun to perform proprietary lead discovery programs for some selected therapeutic areas.

Involved corporate spin-offs have been selected because of the supposed presence of
lineage efficiency-based traits that have informed business model innovation, the two
involved spin-offs indeed seemed to look for most appropriate sources of financing,
consistent with a sound orientation to economic profit inherited from the parental
organization context. Also the recourse to alliances and collaborations with major resources
institutes and industry players may be considered as blueprints factors whose presence and
evolution we want to assess trough a thoroughly and rigorous analysis.

The other two selected case studies are spin-offs that, on the other side, have been
developed in an academic context. The main traits that distinguish those ventures from the
corporate spin-offs mentioned above are mostly represented by financing choices and the
extent of licensing activities and we want to assess if those peculiarities are traceable to a
diverse and persistent lineage, rooted in a private context and how the effects of this lineage
evolved during time.

The first academic spin-off we refer to is Best in class antagonist an academic spin-offs
active in the discovery and development of fully proprietary therapeutics for well-defined
therapeutic area with an huge potential market. This company went across two VC funding
rounds and is now engaged in the development of its first research product. There is no
evidence of licensing choices and the reason why this spin-off has been included in the
analysis is that it seems to have lost lineage attributes: the purpose of activities is not simply
research, but has become also the performing and management of development activities to

complete clinical trials and development activities. It seems that this spin-offs and its business
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models have significantly evolved: the academic nature and lineage that informed its
inception is no more prevailing and hence it is a good case study where to investigate
properties and elements of an evident assumed reimprinting process.

The forth case we will consider is Compounds et alia, it was founded in 2003 within a
Science Department at an Italian University, located in central Italy. This case study is worth to
investigate, since it the spin-off is supposed to have mixed inheritance. Indeed beside the
University, also a well-established pharmaceutical company participated to its constitution.
Moreover this company may count on a relevant number of partnerships with primary players
in the pharmaceutical industry, and by the time, its mission has changed: outstanding
research services to other companies are combined with first proprietary research activities.
All of those aspects claim for an in-depth analysis in order to uncover which has been the role
of the University in the imprinting process and how relevant it was.

In order to corroborate our findings and have another test field for the validity of our
assumption we decided also to introduce in the analysis a fifth case study. Reasons why this
choice has been made have to be found in the particular conditions that characterized the
inception of this spin-off, fruit since the moment of inception of the joint venture between a
big pharmaceutical pharma and a research institution, located in an existing and well-known
science park in northern Italy. In this case, that we named Park molecules, localization seemed
to have a central role in conditioning the founding and development of the company.
Nowadays Park molecules is a biotechnology drug-developing company, with a primary focus
on novel cancer therapies; it covers all functions, from discovery to proof of clinical activity.
Moreover service activities are provided also to other companies.

In such a case, the evolution of the business model has been evident, different
milestones have been crossed and it is hence interesting to look for the causes that have
fostered business model innovation and if they have a lineage component or not.

We are aware that because of the characteristics at inception two cases are not
immediately comparable to the others here presented but it is their uniqueness that claims
for further investigation since it may help in explaining unanswered questions and provide

new links for connecting ideas and assumptions.
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4.4 Narratives of Business Model Design and Innovation

In this section a more structured presentation of each of selected case-studies will be
made. In particular, we will be concentrated in illustrating how business model innovation
unfolds and hence, consistently also with one of the techniques we used for data analyses,
case studies will be presented as the compiling of chronological events, thus referring to time
series analysis (Yin, 2008).

In this section, hence, we decided to report on case studies using as a pivotal element
to illustrate events, the chronological sequence they have passed through. This presentation
in the form of chronologies will help in showing the completeness we sought in our analysis
and in grasping the evidence of each case study and their own sufficient evidence. Moreover,
this reporting form is best suited also because it facilitates cross-comparisons among case-
studies; following the renditions of the events it will also be easier to cover many different
types of variables and elements which conditioned business model innovation and that may
vary from (theoretical) expected patterns and from case to case. Finally, this presentation
form will not prevent to highlight causal inferences in explaining phenomena and in particular
change phenomena, it will help, even better, in immediately capturing the response to “how”
and “why” questions about the relationship of events over time (Yin, 2008).

As already mentioned the case studies will be reported in the anonymous form: no
evidence will be found on the real name of involved companies, their parent organizations
and past and present managers and partners; also the names of interviewed people will be
disguised. For this reason we decided to identify our different case studies using some labels
that have been selected with reference to the main characteristics of the business model each
company adopts.

The choice of the fictional labels to each case study follows the analytical process that
has characterized the study, and that has lead to a cross comparison among the case studies,
this cross comparison is clearly reflected also in the labels we decided to use. Indeed, even if
in some circumstances we observed similarities in the characteristics of the various business
models, at the inception and also during the change phases, we decided to evoke by the use
of labels the variety we have observed in analysing different paths trough the five case-

studies.
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The following table must be regarded at, as a tool for synthesis and schematization to

take immediate account for the evolution of business models in concerned companies and to

immediately grasp the link with extant literature on business models in the biotech

(meta)industry, and to benefit from their work in providing a taxonomy.

Case Study Origin Business model Business model Length of time | Main change,
Adopted at Innovation, necessary for | following our
inception, following main change design
following existing dimensions
existing taxonomy
taxonomy

Best in class Academic Product Drug Agent 4 years Content,

antagonist Biotech Structure

and
Governance
Compounds Mixed Drug Agent Drug Agent 4 years Content,
et alia Service Structure
Platform and
Governance

Alii discovery, | Corporate Service Service 3 years Content

synthesis and Platform Platform and

follow up Drug Agent Governance

Indications Corporate Product Product 3 years Governance

for Rareness Biotech Biotech

Park Mixed Service Service 3 years Content

Molecules Platform Platform and

Drug Agent Governance

No similar schematization will be provided to present the panel of interviewed people

during the data collection, for the sake of preserving their identities anonymous as requested.

A simple list will testimony the variety of encountered people, the differences of involved

perspectives, and above all, the relevance each of them had (and has) during the phases of

foundation and evolution of his own company business model (See Appendix for the list).

In the remainder of this section, five stories will then be presented, the first two refer

to companies which partially share their genesis, in the sense that they have both been

originated in an academic context, with the university playing an important role in promoting

the venture. Nevertheless, in the second case study we will present, the emergent company

was participated since the beginning also by a corporate organization, with a long experience

in the pharmaceutical industry. Furthermore, the involvement of University professors in the

daily management of research activities was not so compelling.
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The chronological narrative form we choose to present evidences on business model
innovation in these two companies will, hence, also account for the examination of rival
explanations on the expected paths of the two case studies, especially for certain phases of
the business model evolution in the second company, the one identified by the label
“Compounds et alia”. The other three case studies, instead, are about companies who were
spawned by corporate organizations. Actually, as well as for aforementioned academic spin-
offs, one of the companies analysed below, has a genesis that is partially different in
comparison to the other two case corporate spawns. Indeed, the genesis of the company that
is identified by the label “Park Molecules” is mixed, since it was born as a joint venture signed
by a prestigious research centre and an established pharmaceutical company. Even in this
case, the unfolding of our narratives will show also alternative paths and rival explanations for
the assumed diversity in business model evolution with reference to company that presents

mixed origin and hybrid business model.

4.4.1 Bestin class antagonist

One of the cases in which we observed a more pervasive imprinting is “best-in-class
antagonist”, one of our two academic spin-offs, which have developed in a well renowned
university in Northern Italy, in a department of Pharmaceutical Sciences whit a strong and
solid research tradition, as acknowledged by the high number of scientific publications by its
tenured people. Indeed, with reference to the number of scientific publications made at this
Department in comparison to the number of publications made at a dimensional comparable
structure with the same specialization, the publications by people at the concerned university
were 2,1 times the publications made at the other department, during the period 1995-
2003 . Moreover, beside the strong research tradition, the research activity of this

department were also highly appreciated by the business counterparts and, by the time, many

' Those data come from a specific query made via Web of Knowledge SM, using as key words the
addresses authors specified in publication together with their complete affiliation. Clearly the query
was repeated two times, for the two concerned Departments. The query was performed consulting
tenured professors affiliated to each Department in order to be sure that the name of the Department
was correctly specified and allowed for comparison between the two, thus preventing the risk of
missing results.
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of tenured people served as consultants for pharmaceutical companies or received grants for
the development of research activities using the facilities and obviously the competences
developed in the academic context we are referring to. Moreover, this consulting and granted
research activities maybe also had a role in fostering academic entrepreneurship by the
founders of the concerned spin-off, but also in contributing to give birth to other ventures in
the Department during the same period.

In a time when pharmaceutical companies invested a lot in getting consultancies from
established and well renowned academic Departments. Professors frequently acted as
scientific consultants and at some stages they realized entire research projects for pharma
companies, using University facilities. The financial resources collected by professors were
obviously transferred to the Department.

This contact with external partners was of fundamental importance not only for the
financial resources that were gathered, but also because it triggered the choice of protection
of our intellectual property. The choice to apply for patents, was made thanks to their advice
and suggestions and patents represented the initial endowment of two important spin-offs
that have been developed at the Department. One of those spin-off is our focal case study
and the other is a spin-off that is still more tied to University, since his main managers are still
tenured professors at the Department™™.

During the 1990s the laboratories were transferred to a new location and facilities and
labs instrumental equipment were renewed, this contributed also to the attraction of one the
founder of our spin-offs in the Department and moreover it turned to be also an advantage
for the constitution of the firm since there was room even for the company’s labs. The choice
to locate “Best in class antagonist” in the building of the Department seemed almost natural,
not only because people who begun to work in the firm didn’t have to change its habits and
loose colleagues, but also because those labs in the past were already used to perform third-
parties research activities. Moreover, in the history of our spin-off the labs’ renewal plays an
important because it was also a factor of attraction to one of the founders of the company
that decided to join (again) the Department for the possibility to perform top-level research
activities, in highly equipped facilities and with well-known colleagues that had similar

research interests.

1 Erom interview with one of the founders
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The spin-off hence inherited a pure urge for well-done research activities by its
founders, as it is common in academic spin-offs. But it inherited also a sense of community
that fostered and enhanced collaboration and enthusiasm among founders, and enhanced
young researchers’ involvement in the spin-off activities. Founders report of many meetings
during which they discussed and exchanged perspectives on the endowment of the spin-off,
the advancement of research activities, the criteria to select and correctly motivate people to
work for this “strange” organizational entity. At this level founders report also of a certain
resistance, that is clear signal for organizational imprinting, when explaining that working for
the new organizational entity required compliance to new rules and the changing of some
habits.

According to some scholars, that have already investigated this case-study, in order to
understand the effectiveness of industrial policies and the relevance of fostering cooperation
between universities and corporate big pharma, this company represents undoubtedly a
success story. Its history, indeed, illustrates how important it is to benefit from a favourable
environment and wise university policies. This way, scientist are free to explore their own
“entrepreneurial soul”, together with gaining visibility and acquire financial resources to be
used for the stages of drug development.

This spin-off benefited from the support of the Chancellor of the University, who
fostered also the constitution of TTO and facilitated with dedicated resources the constitution
of many academic ventures. His contribution was of capital importance for changing the
traditional approach of Professors to academic ventures. Many of them indeed, always
considered the new organizational entity as a new and exciting toy. The interaction with third
counterparties and with University’s TTO was of capital importance for the development of
the structure and governance of the activities performed by the firm.

For the moment we have dealt with inception phase of our spin-off, but its subsequent
evolution shows how determinant have been the entry of external and business
counterparties in the capital of the firm. This circumstances in fact changed not only the
prevalent business model design them that was focused on novelty into efficiency, but
produced also significant changes to the structure of activities.

This case-study from this point of view represents an interesting case of expertise

hybridization: a strong partner with solid industry and business experience takes a stake in a
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small biotech, thus complementing its scientific expertise, with managerial competences. The
phenomenon is illustrated in an exemplary manner in this case study, revealing the path of
organizational evolution of a spin-off generated in academic space that was turned into a
managerial one and evolved to operate in a complex market.

This way the company at the moment of foundation was described simply as a
company with a unique expertise in “Pharmacological evaluation and selection of leads
compound” *? and that now is a “private biopharmaceutical company based on a unique ion
channel technology platform that brings together strong expertise on [X] area and industrial
competences in research & development process applied to small molecule therapeutics™”.
The mission of the new company is to play a leading role in the discovery and development of
fully proprietary high affinity and selective X channel therapeutics for the treatment of
neuropathic pain, overactive bladder and other X-mediated diseases.

In order to produce this change, and hence in order to reduce the range of activities
(content) the company ought to perform, a huge role has been played by the an external
subject, mainly the corporate venture fund that financed all the financing rounds the
company went through. A key role was played also by other funds that by the time invested
their resources in the company. Some of them are international players in the biotech
specialized VC arena and proposed some changes and also relations that have been crucial to
get into subsequent clinical experimentation phases. Above all, after having reduced the
range of activities and persuaded founders and other shareholders that the development of
internal drug candidates couldn’t be carried by integration on activities into the company,
they fostered also the change in business model theme from novelty to efficiency and

complementarities.

4.4.2 Compounds et alia

Partially different is the history of another spin-off which was born still in an academic

context and that still benefits also from geographical proximity with its parent institution. In

Ill

this second case, that we will call “Compounds et alia” the genesis of the spin-off has to be

2 From a company presentation, one of the first, produced by founders after having received a small
round of financing by a corporate venture capital fund.
3 From the company presentation during 2012, 9 years after foundation
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found in the joint initiative by the Science Department of a young and expanding university,
located in central Italy and a well established company, specialized in coordinating applied
research projects, in coordinating also base research projects granted by public institutions
and in boosting technological transfer activities as well. Accordingly with institutional mission
of promoting partners, “Compounds et alia” was birth to realize research activities but also to
elaborate advanced educational programs in the field of life sciences. The university got
company’s shares together with its private partner, who already had a wide array of industrial
and scientific partners and possessed the ability to manage this ample network of universities,
pharmaceutical companies, public institutions and research centres.

In spite of we are used to observe when confronted with the phenomenon of
academic spin-off, no tenured professor was involved in the spawning process for the purpose
of commercializing a technology developed during his/her academic career. The university
decided to invest in a company whose purposes and values were aligned with its own.

Since no professor was involved in the spawning process with his/her own innovations
and privileges on them, human capital for the neo-constituted company was selected among
young researchers who have proved elsewhere, and by different means (e.g. out-standing
publications, applied patents) to possess competencies to do research in respecting high-
quality standards as it should be at University. Moreover, probably due to corporate
contribution by the University Partner, those people were probably selected also to respect
efficacy and efficiency selection requisites in leading projects. This choice, at a first glance,
may be seen as a manifestation of a week imprinting by the academic parental organization,
but it is not the case: even if people in charge of company’s and labs’ managerial tasks was
not affiliated to (one of the) parent organization(s), blueprints however were still transmitted,
thanks not simply to share control, but also through the involvement of University
representatives in Scientific and Governance activities. The mission the company ought to
fulfil reflected this imprinting: proprietary research activity was the reason the company was
crated for. This consideration is partially in contrast with findings in the aforementioned case
study, where the transferring of imprinting was mainly due to the moving and constant,
presence of people from the parent organization to the spawned one. In our perspective, this
means then that parental involvement, influence on progeny activities and on its business

model may indeed take several forms.
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However, promotion of the business idea, business models’ seeds (or constraints) and
a first corporate partner weren’t the only contribution made by the University. The new
organizational entity, indeed was also endowed with essential facilities to conduct research
and was hosted in the scientific park, promoted by the University itself and participated also
by the industrial partner.

People selected to run proprietary research projects and to collect grants for this
purpose were young researchers with international experiences in prestigious academic
laboratories and/or with industrial experience at leading pharmaceutical companies. Research
ability was hence coupled with orientation to applied research and maybe also effectuation
capability™.

The initial and immediate insertion in labs’ management team of people with industrial
expertise may have provoked effects not only on effectuation capabilities that the company
by the time proved to have developed, but also contributed in the acknowledgement by
personnel, shareholders and partners of an organizational leadership in one of the members
of labs’ team. By the time, indeed, this manager succeeded not only in activating partnership
and contract research activities with one companies this person formerly had worked for, but
also, in accordance and with the support of colleagues, persuaded other people on Board on
the opportunity to modify the content and structure of their original business model to add a
new customer segment, thus enriching the value generation process.

Moreover, a subsequent enlargement of shareholder members, due to the good
reputation that the company had acquired by the time, accrued the legitimacy for the process
of business model innovation under a discovery-driven approach and a pronounced trial-and-
error learning process began. The auspices of a new shareholder, with strong expertise in the
pharmaceutical industry helped in backing the trial-and-error process, providing effective
support in the opportunities diagnosis phase and in fostering the urge for change, together
with backing the internal organizational leader in promoting change.

The learning process was not characterized by manifest and severe errors, in fact they
were mainly revealed through the modification of some subsequent decisions concerning for

example a change in the initial economical offer; the beginning of negotiations with old (and

" For the explanation of this concept and how it relates to business model change, see Chapter 2.
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new) customers for a new array of services which used new analytical techniques; the
subsequent recruitment in order to sustain competencies development.

Hence, the entrance of a new and strong shareholder during one of the financing
round the company went trough, surely contributed to change the business model by accruing
the value generation processes toward the market, but also contributed to the amelioration
of existing connections among the activities that the company performed. New procedures
and routines were introduced since they were not the object of endowment from the
academic institution that promoted the birth of the company.

Nowadays management has succeeded in obtaining a business model that acts also as
a narrative and cohesive tool, toward possible partners and investors on the outside of the
company and especially toward people working for it, who may express their own
competencies at the best and who are attracted to be part of that story.

Today the company looks forward to further enrich its own outstanding research
capabilities, in order to respond also to new instances coming from main customers/partners.
It may count on a wide range of possibilities ranging from the proprietary research projects it
is involved in, the contract research projects it has succeeded in finding on the market.

The idea of developing educational programs, as a part of the institutional activities
performed by “Compounds et alia”, by the time has been dismissed, even though it was
considered a strong tenet of the endowment which the progeny received from one of its

parent organizations.

4.4.3 Alii discovery, synthesis and follow up

“Alii discovery, synthesis and follow up” is the name used to indicate a corporate spin-
whose roots are built upon years of experience as part of the Research and Development
Department of a big pharmaceutical company, that actually had more than 100 years of
experience in drug discovery. “Alii discovery” initiated its activity first by renting a branch of
the parent company where activities were performed having as a main purpose to serve
parent company as a service provider, then founders decided to acquire facilities from the
parent company. Thirty people moved to the child company, all of them having matured a

consistent research experience at the parent company, acquiring lead research competences,
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coupled with a widespread attention to efficiency and, in some cases, as in the cases of
founders, with managerial competences developed also in other industrial contexts.

At the beginning of activities the two founders hold more than the 70% of the shares
and the parent company hold a minority stake. For more than two years the parent company
was the only customer to the new-born one and only in 2004, after almost three years of
activity “Alii discovery” began to provide services also to customers alii than the parent one.

In this case, the effect of imprinting on business models is manifest via the transfer of
research and managerial competences nurtured in an industrial context, where also the
balance of the two distinct competences was evident to ensure to the child company out-
standing research quality coupled with an attention to market requests and a proper use od
resources in place, without engaging in earliest proprietary research activity, as the achieved
autonomy from the parent company and the prevailing model adopted by spin-offs would
have suggested.

The main difference with the aforementioned two cases is that the process of learning
by doing began immediately in this case, thus reducing the length of time of experimentation
marked by errors. Moreover, the learning process at the base of business model innovation
didn’t need the intervention of an external force to begin, but was nurtured from people
inside the company.

Beside the choice to begin research activities also on the behalf of other companies,
the cautious learning and experimentation process was marked by a subsequent choice to
hybrid the original business model, by adding also the performing of proprietary research
activities and projects granted by public institutions in Italy and outside the country and
privately held institutions, especially from the US.

From interview with managers we had the feeling that this experimentation and the
subsequent business model change, was not the result of a discovery driven approach to
business model innovation, but was mainly the result of a process of scientific
experimentation, where business models adopted by other small companies across Europe
acted as recipes or benchmarking maps against which plan experimentation to innovate
business model. Content of activities was not the only dimension which was affected by this
change, the change affected also the governance of activities and determined also a urge to

accrue the search for complementarities, in order to accrue research competencies to satisfy
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the diverse requests to apply for grant. Clearly also the time-horizon for the whole population
working for the company was changed: the old short-term activity horizon was coupled with a
longer one, were the relevance of novelty theme began to play its role.

These evolutions of business model, with respect to the enlargement of
complementarities and the relevance of novelty was also the object of a subsequent and
relevant change that interested the company since 2007, when the company began also to
provide services also in research fields it had not yet explored and for this sake enlarged its
partnerships with other big players in the pharmaceutical industry.

Surely in this case, we do not observe a cognitive bias that prevents management to
engage in business model innovation or that prevents to individuate which model best suits
the company existing activities and the linkages between them, business model change is

hence faster and organizational leadership is played from the inside, by the founders.

4.4.4 “Indications for Rareness”

The case study we decided to label “Indications for rareness” relates to a corporate
spin-off that was founded in 2001. The corporate parent organization was an established
pharmaceutical company founded in northern Italy in 1944, this company was highly
integrated as it was for most of the pharmaceutical companies till the late 90s and hence
performed under its direct control and in its facilities most of the activities of the
pharmaceutical cycle: from research and experimentation to marketing and distribution.
While covering, with its products, a relatively wide range of therapeutic indications, by the
time the parent company acquired a specialization in the production of compounds that were
highly effective to correct coagulation and thrombotic disorders whose main characteristics
was having a greater safety than available alternative treatments.

The specialization that the parent organization acquired is really important in
understanding what the spawned venture inherited from parent organization and how
relevant this heritage was especially in terms of conditioning the inception and the
subsequent evolution of spawned venture’s business model.

Indeed, at the beginning of 2000 some activities and business of the parent

organization were re-organized and some of them were dismissed. A German company
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acquired all the marketing activities related to the promotion and distribution on the market
of all the specialties the parent company developed and produced; all the activities related to
the research and development and manufacturing of over-the-counter products; moreover
most of the remaining production activities not related to the high scientific specialization in
the field of blood pathologies were reorganized and transferred to a fund which transformed
the business unit it acquired into a service manufacturing company, making production on the
behalf of other pharmaceutical companies. Finally, all the valuable research activities in the
field of preventing and treating some blood coagulation related pathologies were transferred
to the new venture that we labelled “Indications for Rareness”.

The spawned venture is currently an affirmed bio-pharmaceutical company specialized
in the research, development, production and distribution of active ingredients for the
treatment and prevention of blood diseases mainly connected to cancer and oncology
treatments. Specifically, in these days the company is much more involved in the
development and distribution of its main compound all over the world, accrued research
activities that have contributed to the advancement company products and allowed for their
trials were financed via share emission, admitted to listing on a foreign Exchange Market in
2005.

The spawned venture inherited research activities linked to the most promising market
niche the parent company served and was pursuing research on. To a certain extent, we may
affirm that this heritage was consciously and deliberately transferred to the spawned venture,
in the sense that the manager in charge of allocating resources of the parent company
decided that the spawned one, should have been endowed with those assets and not others,
even if disposable. Nevertheless, the process of imprinting, even if to a certain extent was
deliberate, produced more pervasive effects on the spawned venture and its business model,
probably also because the person who managed change and promoted the constitution of a
new venture with this endowment was directly involved in subsequent daily activities as chief
executive officer, assuming less engaging roles at the other company whose activities were
still referable to the parent company.

Clearly the new venture inherited also some patents that the parent organization
developed in this field. The pervasiveness of imprinting transferred from the parent company

produced its effects beside the simple (and deliberate) transferring of research activities. As
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the parent company did, also the spawned venture do perform also some production phases
beside research ones, and moreover, by the time, as we will see, began also to directly
manage clinical experimentation and distribution of the concerned compounds.

Hence, what is relevant in this spawning process is the transferring of research
activities and specific competences to the progeny via the people who decided to follow the
parent company’s main shareholder and management in the new venture. Indeed, in
pursuing research activities at the parent company, whose research and development
processes were established and had led to the successful filling of a significant number of
patents, the team of researchers matured deeply rooted rigour in science and transferred this
feature to the progeny, as acknowledged by its Chief Executive Officer. People involved in the
founding of the company individuate this outstanding rigour in science as the main heritage
that “Indication for Rareness” received from its parent organization. This statement partially
contrasts with our expectancies on the main source of value generation that progeny may
inherit from a corporate parent organization, since as seen also in the case of “Alii discovery,
synthesis and follow up” we assumed that in such cases spawned ventures may be much more
concerned on efficiency rather than novelty.

Efficiency is obviously a concern for any newly founded companies whose human
resources had already worked in industrial research organizations, nevertheless the
inheritance of the capabilities in setting up efficient processes does not necessarily prevent
also the nurturing of other themes that will represent sources of value generation. In this
present case study, not only efficiency was not indicated as the most relevant dimension of
heritage from the parent organization to the spawned one, but according to the founder and
to other people who participated in the venture, efficiency and above all efficiency in
procedures and operational tasks needed to be accrued, since there were very few people in
charge of organizational and managerial tasks. Indeed, after a period when the inheritance of
valuable research competencies was maximized and research activities in the new venture
begin to get backed by wider and widespread administrative and legal competences, coupled
with the accretion of people in charge of managerial tasks, recruited on the external market
job.

In the passage from the parent organization to the spawned one, the twenty

researchers and the few people in charge of (research) management tasks, clearly
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acknowledged that their decision to remain within the spawned company was made because
the new venture was operationally guided by the Chief Executive Officer at parent
organization (where this person, a medical doctor with a specialization in pharmacology, was
even Research Director). Any resistance to change was overcome and the large majority of
highly-skilled people involved in research activities didn’t consider the possibility to go abroad
getting another job, even if, this eventuality was not so remote, because of the geographical
proximity of the firm to a well-renowned international biotech cluster.

The emphasis on the role exerted by the former Chief Executive Officer, we have just
mentioned is not casual and clarifies that since the beginning the arising and the evolution of
business model of the spawned venture was deeply conditioned clearly by an organizational
leader with well-known managerial capabilities and high trustworthiness. The combination of
a sound scientific background and executive education in general management allowed the
person who guided the change to select (explicitly or not) the design elements and themes
without being affected by any cognitive bias produced by the dominant logic of the previous
company she worked for.

The assumed absence of cognitive bias was reflected in a faster pace of change at
which the company evolved, in particular with respect to the governance dimension of spin-
off’s business model. This is particularly evident especially when considering decisions on the
financing of the company and decisions relative to selection of partners for the subsequent
development of the main product are selected. Indeed, as already mentioned, almost three
years after foundation the company was listed to an important foreign Exchange Market,
where dealers have well-known competencies in high-tech industries and are prone to invest
in high-risk projects.

The focus on this fundamental innovation in company business model is important
with reference to two aspects of our inquiry: the first is reversibility of imprinted patterns and
the second is on the assumed ex ante deliberateness of business model design decisions.
Parent company was typically an Italian SME where the founder and his family had the control
and (majority) property of the company and managed all the activities. In that company the
sources of financing, also for research activities were provided, besides initial equity injection,
by the revenues the company obtained selling its (pharmaceutical and para-pharmaceutical)

products to the market. Hence the decision to go to an Initial Public Offering to get financial
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resources for the sake of fostering the development of their main drug candidate, is clearly a
sign that imprinting is not irreversible and that also when main managers move from a
company to its spawned venture, it may also happen that they change the architecture of the
business model they have already implemented at the parent company, via the changing of its
governance.

Furthermore, the decision to go to the stock market and list the company, as already
mentioned, contributes also to provide additional evidences to such studies in which scholars
maintain that business models are not designed in a deliberate manner, but are much more
the result of a discovery-driven approach. Indeed, as reported by concerned people the
decision to list the company was not considered at the time the company was founded and
decisions on its business model were made, even if, already then, the choice to raise founding
by share emissions would have been the best suited one, since the nascent company, because
of the activities it began to perform, was certainly in urge for considerable financial resources.

Moreover this crucial passage in the company evolution highlights also another
element of difference among corporate and academic spin-offs, which is the variety in the
nature and quality of complementarities and in particular complementary relations they
inherit, the willingness to enact them and also the active initiative in faster individuating what
is missing and how to catch it. In this sense academic spin-offs and corporate ones are
different because the latter inherit and have at their disposal a wide range of complementary
relations they may activate both in crafting initial business model for the spawned venture
and during its subsequent evolution.

Evidences in willingness to enact relations to complement its competencies and
enhance its activities and also their efficiency are provided surely with reference to the
decision on the selected stock market: the choice was for the market of the nation of
advanced clinical trials were already in place and renowned medical doctor carrying on the
experimentation were prone to endorse for the company in front of investors. Moreover the
company boldness in refreshing inherited relations and in enacting them is also proved by the
constant participation to its activities of an industrial partner, a corporate big pharma, that
was already a partner to the parent company. This partnership for our focal company was of
fundamental importance since its inception: at a first moment the big pharma immediately

signed a license agreement obtaining exclusive rights to distribute, market and sell main and
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most advanced compound in the US. After for years this agreement was strengthened and
extended to all the American continent. By the time, the partnership evolved again and
comprised also cost sharing agreement to reimburse the focal company for 50% of certain
developments costs relating to our Phase lll clinical trials. Moreover the partner participated
also to all the financing rounds the company went through.

The emphasis and faster pace of change on business model innovation made through
change in governance of activities, and not through other design elements such as content is
mainly due to the fact that the new venture, once spawned continued to perform the same
range and kinds of activities the mother companies performed, thus reflecting a certain
tendency to replicate the same selection of activities the mother company performed inside
its boundaries: basic research, subsequent development of compounds to put forward along
the phases across which a new drug is supposed to go trough, manufacturing of active
ingredients and finally also distribution activities.

With reference to the selection of distribution activities it has to be acknowledged that
the decision to distribute directly the product, and not licensing it to external partners (with
the exception of one single partner only for the US market) is due to heritage on the content
of activities from the parent company, but it has to be acknowledged that it depends also on
the product’s characteristic and to its severe indication. Since the product, at the moment, is
targeted directly on the single patient, the company benefits from directly distribute it, above
all if we consider that it began to sold the product and not free dispense it, as it was in the
past. In other words, this is also a matter of company’s external communication: having
revenues helps in giving assurances to foreign shareholders.

Till present the most relevant and remarkable business model change for the company
was its listing, by the time however other changes began to appear and were driven by the
constant quest for rigour and research that the spin-off inherited from the parent company,
that, in terms of business model design theme, we could also identify as a quest for novelty.
At the company indeed, under the guidance of international managers who changed by the
time, researchers have also began to work on other compounds, and to research on them,
whose therapeutic indications are wider than indications of their main products. The business
model, hence, is more likely to be characterized by other changes in terms of its governance,

structure and themes. Probably, the rely on external partners will be accrued because of an
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augmented need for complementary competencies and activities to develop products whose

indications are potentially different from the one the company, at present, fully masters.

4.4.5 Park Molecules

The last case study we will present is about a company that is by now, one of the
biggest in the Italian biotech panorama, with shares listed to an important European Stock
Exchange Market since 2008 and whose business model went through significant and relevant
changes both in terms of design elements and themes. By now this company is a medical
biotechnology company focused on research, development and clinical validation of
innovative therapies to treat cancer. The company hence presents a high level of integration
on the activities it performs, ranging from research service activities performed on the behalf
of other companies, to proprietary research and internal clinical trials. However it has to
acknowledged that those activities and the connected degree of integration varies from
product to product.

The birth of “Park Molecules” is connected with the history of the gene therapy. This
company was primarily established as an academic spin-off in 1989, and then as joint venture
between its parent academic organization, via the control exerted by the society managing
the scientific park where academic institution was located, and a big and well renowned
pharmaceutical company whose motto at the time was “value through innovation”. The
corporate partner was well-known not only for the wide range of products he brought to the
markets and its rich and forefront research tradition, but also for being a company that has
always been characterized by a widespread spirit of cooperation, firmly rooted in the
company.

The company was born thanks to the entrepreneurial initiative of a scientist who has
been for the entire history of the spin-off its undisputed organizational leader, promoting its
founding, and its subsequent growth. The company’s birth is due to a high specialization and
best in class personal knowledge and competencies in gene and cell therapy. Those
competencies, of course were developed and accrued in a fertile research and treatment
environment, thanks to the interaction with high-experienced and skilled colleagues. The

company has undoubtedly benefited from those competencies, since the crucial components
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of its core technologies derive from founder’s expertise in the clinical validation of several
successful gene therapy protocols for both genetic and acquired disorders, founder’s scientific
publications and patents he contributed too.

Clearly, the founder is still actively engaged in managing the company after being the
promoter (sometimes alone and sometimes with the help of inspired people who in the
meantime joined the company) of all the relevant changes in business model architecture the
company went through.

As already mentioned, the company was founded with the specific purpose of
providing cell therapy services to other companies, mainly located in the scientific park whose
controlling society participated our focal company. But the content of activities changed
rapidly in coincidence with the exit from the joint venture of the corporate partner, because
of the acquisition by another pharmaceutical multinational company, that decided to dismiss
some investments and participations. By the way, the company, beside its potential, still
unexplored was still a small company and maybe this circumstance did not fit with the new
course at the corporate parent.

The analysis of what happened after the exit of the corporate partner which
participated to the founding, helps in understanding how imprinting process and subsequent
reimprinting one unfold. The effects of the contribution of the corporate company to the
founding of the new one, didn’t disappear and in fact a subsequent change in the business
model happened, and it was in the direction of beginning “new activities” closer to activities
performed by the corporate parent, in spite of a re-orientation of activities toward basic
research activities for the sake and the specific needs of the academic structure of reference.
Our focal company, hence, added to research services activities, changed to become a
company concentrated also in the research and development for the discovery of new
treatments.

This change in the business model hence, in a certain sense certifies that an imprinting
process exists and has long-lasting effects. Indeed, even if the presence of the corporate
parent was no more in charge, to address company evolution, probably a transfer of
competences and a also an industrial orientation had been transmitted to the team and has
been nurtured by a new manager that joined the company, who had more than 20 years of

experience in managing the economic aspects of product development in the pharmaceutical
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industry. The new manager, beside leveraging on the industrial blueprints that have been
transmitted form the corporate parent, fostered also a mush more flexible organization of
activities. Surely in fostering this change, also helped previous industrial experiences that the
new manager had as R&D controller, coupled with knowledge and competencies acquired
attending educational programs in business administration.

The pace of change imposed by the second organizational leader to the company was
high: the company evolved into a biopharmaceutical development company, with a primary
focus on novel cancer therapies and begin to elicit new relationships with the academic
organization it was controlled by, and with the partners the mother organization had. The
variety of complementary competences that were available was relevant, such as the national
and international network of partners that our focal company could easily access to.

Indeed, the Institution that participates the company manages also a Scientific Park
which comprises 1.6 million square meters of fully equipped space, whose residents include
academia, non-profit institutions and industrial research enterprises. The organization that is
in charge of managing the Park, succeeded in fulfilling its institutional purposes, eliminating
the boundaries between these groups of organizations having different nature and strategic
objectives.

According to a subsequent study, that highlighted the width of relations available
through the park, our focal company could have had access to almost 200 international links
with other pharma and biotech to complement its internal research capabilities and to market
the services it provided. Moreover, the wideness of this network was augmented by the
scientific and industrial relations, which the two organizational leaders matured in their
previous experiences.

As already mentioned, first of all, the content of business model architecture changed
and this change was obtained strengthening the relationships the company had with one of its
parent organizations, under the thrust of a new organizational leader. The pace of change in
this direction, had in the subsequent period also a huge thrust thanks to an extraordinary
operation our focal company made. A biotech company hosted and controlled by the parent
organization was acquired, this company had the purpose to develop novel therapies by
demonstrating proof of concept in small, well-defined patient populations with high unmet

medical needs and then expanding the therapies to additional indications after clinical efficacy
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has been demonstrated. The acquisition hence, brought to our focal company a wide range of
competencies in performing the new activities it was engaged in. Moreover also governance
of activities changed since, after the acquisition our focal company concentrated more on
reducing boundaries with other companies installed in the Park, obtaining wider access to the
departments of Infectious Diseases, Haematology and Bone Marrow Transplantation,
Neurology, Oncology, and to the Internal Medicine School for the experimentation and
validation of therapies and treatments developed inside our focal company’s boundaries.

Another important step toward the change of the business model content and
governance was made also the following year, when the company’s laboratories obtained
validation and certification for clinical production of cell therapy products that presented
genes modifications. Moreover, in the same year, because of its well-known reputation, a new
strategic alliance was signed with an international partner not hosted at the Park. The alliance
is still in place, and has been enriched by the time; the partner is the largest public Japanese
biotech company (by market capitalisation) and has specific expertise in the field of gene and
cell therapy, and has affiliates in China and South Korea.

The type of alliance our focal company signed was different form the ones already in
place, mainly, within the scientific Park; the main object of the agreement was the co-
development and licence agreement for specific cell therapies in Asia.

The radical change in business model and the focus on research activities of
proprietary projects required new funds and the company hence went trough three big
financial rounds, the first taking place in 2004 during which 20 million of euros were raised.
The second and the third rounds of financing took place in 2006 and 2007 and reflected again
the impellent urge to gather money to finance internal research and development activities to
bring to FDA and EMA approval some compounds.

Furthermore, in order to acquire new financial resources in 2008 the 25% of shares
were listed through an IPO at an European Stock Exchange Market. Partially in contrast to
what happened in the case labelled “Indications for Rareness” the decision to list the
company didn't produce a radical change as in that case. Probably this happened because the
other financing rounds had occurred in the meantime, all of consistent financial dimensions

and already the company had the possibility to get used to the presence of external investors,
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and internal procedures and also a strengthening in efficiency were compliant with investors’
requirements.

The advanced development stage of a drug under development and the registration as
orphan drug, coupled with the patent protection until 2030 asked for the definition of
distribution activities by the company. In contrast with the academic blueprints he received by
the Park and in line with the corporate afflatus solicited by the second organizational leader,
the company added also distribution activities to the list of activities to be performed in house
and directly controlled. This choice s similar to the one made in the case “Indications for
Rareness”, and as in that case, is probably due also to the characteristics of the concerned
product; only our focal company knows extensively product characteristics and hence the
willingness to market it directly arises.

During recent years the number of partnerships augmented, both on the side of
development partners to enhance the results of research activities performed of the
company, both on the side of acquiring new knowledge via in-licensing agreements. Some of
the partners are from the same Park, the company is hosted in and hence will collaborate
above all for co-development & clinical-grade manufacturing of gene therapies, and clinical-
grade manufacturing of a cell therapy for a severe indication. Other (desirable) partners are
industrial counterparties external from the Park, the top 20 pharmaceutical companies
around the world to discover of some the compounds discovered at centre’s laboratories may
have wider therapeutic indications and profit from their sectorial expertise also in projecting
the future clinical trials sessions, thus, eventually, leveraging also on counterparties’ business
relationships.

The company hence has (and has planned to develop) partnerships that assure
constant additions to its development product portfolio and continual progress of its
technology platforms both through in-house activities and co-funded partnerships with major
international research organisations and through the acquisition of licences covering product
and technology opportunities suitable for the company’s clinical R&D portfolio.

The business model the company adopted hence is highly flexible and it is consistent
with its strategic purposes who wants to focus on oncology indications that require new
therapy options, diversifying its products’ portfolio and efficiently improve clinical and

pharmaceutical development, independently or with partners. The flexibility that this model
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shows, according to the product’s characteristics allows also to make a consideration on the
assumptions that companies could manage at he same moment a portfolio of different
business models, each one being a recipe of the same dinner menu and each one being
separable from the others. Our case study shows that having a hybrid business model, where
the hybridization is defined mainly with reference to an extant taxonomy where categories
may have been designed for the sake of typization and not for the sake of analysis, does not
necessarily implies to have a constellation of business models. The business model is unique
even if some of its components (or building blocks) may vary, after all the competencies at the
basis of the value generation process are still the same and activities needed to a certain

customers’ segment are highly complementary to activities in other segments.

4.5 Differences in Spawned Ventures Endowment and their Effects (found in Selected

Case Studies)

As mentioned below, in this section of the chapter case studies reporting, will not
follow the chronological unfolding of events, but will be treated in an aggregate manner, in
order to highlight differences which arise along cross-cases comparison and provide insights
for the a deeper understanding of the phenomenon under investigation.

Concerned cases studies have provided evidences that blueprints have an effect on
spawned-ventures and have also showed a certain heterogeneity in the endowments of
academic and corporate spin-offs. In order to clearly report on the differences we have
assessed we decided to distinguish among differences in physical and relational assets and

also to trace differences in business model design elements and themes.

4.5.1 The Differences in mid-term Objectives as reflected in Managers’

Language

In collecting and analysing data on the concerned spin-offs one of the differences that

immediately was noticed was in the language interviewee adopted, and those differences
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were more evident when talking to founders. In particular, academic founders, both
professors directly involved in the foundation and managing of first life-cycle stages of the
spin-off and both academicians who promoted the venture (and financed it through university
structure) without being involved in daily activities, they were both immediately prone in
dealing with expected final results that the spin-off was supposed to produce. Their main
interest, surely affected by the characteristics that guided their professional career, was in the
new knowledge the company would have produced and in the treatment that it would
introduce on the market, to meet unresolved caring needs.

Even if almost then years have passed since company foundation, and by the time the
companies have passed through relevant growth phases (in terms of number of patents,
products in pipeline, grants received), founders appear to be still concentrated on the
ultimate result normally expected for a pharma-company, without taking into account the
mid-term objectives that both the companies already obtained and without questioning the
issue that probably the best and most convenient final purpose for the companies they
founded is to sell most promising compounds to industrial counterparties for further
development and (hopefully) distribution. It seemed that academicians, doing research in this
field, are not so prone to set and also acknowledge the possibility for mid-term objectives,
being concentrated only on a specific and (ill)defined long term objective.

Especially in one of our case-studies this (mis)perception transmitted from parent
organizations to the spawned one, at the beginning produced its effects in the new company,
even when a corporate counterparties begin to rule the company: people working in the spin-
off continues to work as they are still working on a (meta)project, which has many possible
outcomes, no matter if those outcomes are not precisely identified. Moreover, but this
applies specifically to national context, it also possible that the initial business plan has been
prepared with the help of somebody who knows how a business plan ought to be, but it is not
in the position to tailor that plan on the specificities of the nascent company, thus
contributing to the misperceptions of real and cogent needs in the middle term.

Because of this inheritance, even when managers from industrial contexts try to make
changes in content and course of activities performed by the spawned venture, new

objectives and new strategic indications are not immediately grasped from people already
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working for the organization and hence the pace of change is slower, and the motives for
which the change is necessary are not immediately seen.

Cross case comparisons among corporate and academic spin-offs showed, on the other
hand, that corporate spin-offs, on the contrary, inherit the capacity to set realistic mid-term
objectives, both in terms of research activities to be performed and managerial actions to be
carried on. Moreover people immediately acknowledge the importance to set up control
procedures in order to monitor advancement or eventually deviations from plans.

Of course, in the case of corporate spin-offs it is less likely that plans are ill-defined
since they are prepared by people who master specific industry knowledge and has no
difficulties in recognizing priorities and in establishing realistic deadlines to complete
efficiently some activities. Finally, people working in spin-offs with corporate endowment are
more apt in understanding (and often also foresee) changes. Probably this is due to the fact
that they have already worked closer to the final market and moreover, for the extent of

certain and specific activities are also more aware of competition.

4.5.2 The Differences in Initial Physical and Relational Assets

Cross cases comparison allowed also for understanding that a critical dimension that is
transmitted from parent organization to the spawned one is the extent of the relational assets
they receive as a blueprints, while no significant differences were assessed for what concerns
physical endowment, except from the case of the spin-off hosted in a scientific park. At the
moment of inception, indeed they both are endowed with satisfactory and well-equipped
facilities that allow almost immediately companies’ effectiveness. This is due to the fact that if
already in place, instruments and facilities have been installed to guarantee out-standing
research activities in a specific area of investigation, on the other hand, if instrumentation has
to be installed, the parent organizations, no matter their nature, will provide the spawned one
with the needed assets, consistent with the range of activities it is expected to perform.

Partially different is the case of also the physical endowment which is transmitted to a
spawned venture located in scientific park, that is mainly linked to the benefits coming from
the spatial concentration and that is also evident in one of our case study, the one labelled

“Park Molecules”, were the scientific park effectively works and the physical proximity of
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counterparties provides also an advantage in speeding up research efficiency and the overall
process.

A difference in the endowment of spawned ventures, as already mentioned, is
represented by the variety of relational assets they inherit that is wider in the case of
corporate spin-offs. This is due to the fact that people normally participating to a corporate
spin-off have a professional career matured in different organizational contexts and have
hence wider connections, also in terms of variety and complementarities of competences they
can bring to the company. Professors on the other hand may transmit to the spin-offs mainly
top research connections and also industrial ones for what concerns the first stages of setting
up a research project. If a technology transfer office is not active at the parent academic
organization it will be more likely that the legal and administrative competencies necessary to
protect intellectual property and to guarantee the processing of daily activities have to be
acquired by people working for the new company by a trial-and-error process.

The nurturing of relational competencies however is easily possible, also for an
academic spin-off thanks to the new perspective brought as a consequence of the recruitment
of industrial researchers or managers coming from industrial context. As a natural
consequence of the new relational assets possessed and accrued by the cross-fertilization of

previous experiences, by this means a process of reimprinting is activated and fostered.

4.5.3 The Effect of Different Endowment on Business Model Design as

reflected in BM Content and Governance.

Something that emerges from our inquiry and that was expected is clearly the
difference in lineages across corporate spin-offs and academic ones. However we have to
acknowledge that we expected this inheritance to be more pervasive and to allow for clear
cut distinctions between the companies having spawned from so different contexts. In order
to better understand this finding we will refer to our construct of inquiry, distinguishing
among its system activity constituting components: design elements and themes.

Our case studies allow the identification of the elements and in particular the design
elements of business modelling through which lineage is transmitted from parent companies

to progeny. As mentioned in Chapter One, previous studies demonstrated that a certain
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lineage is present, but it is also of interest to understand how and along which dimensions
effectively this inheritance is transmitted. The introduction of business model construct is
useful because it helps in having a system activity perspective and in capturing the blueprints.

In particular if we consider the elements that describe the architecture of a business
model, our case studies comparison show that in the case of academic spin-off the process of
imprinting unfolds along all the concerned dimensions: content, structure and governance.
This means that the reimpriniting process, that normally starts with the entry in the company
of a new investor or manager ought to be carried on with respect to the selection of activities
the company performs, the modus in which this activities are performed and the modification
of people in charge for performing them.

The fact that imprinting unfolds along all the elements of business model design is due
to the fact that academic founders do not acknowledge and recognize alternative paths for
selecting and organizing activities and tend to replicate in the new company the ones they
more confident with. The interaction with a business counterparts is the first step to start the
reimprinting process, first of all via the changing of the selection of activities the new
company ought to perform to survive. The business counterparty, indeed, is in the place to
acknowledge if the selection of activities that has been transferred from the mother
organization allows for company’s fit with the market characteristics or if something needs to
be changed.

Thus the business model began to change: certain activities will be (or will planned to
be) externalized since the company has not the competences and the financial resources to
carry them autonomously. On the contrary, it may also happen that other activities that once
were planned not to be performed by the new venture, since the mother organization was
not used to, will be then introduced in the overall selection. The modification in the content of
business model architecture may also carry out and claim for the modification of structure
and governance. In the case we labelled “Best in class antagonist” content of business model
architecture changed because investors clearly viewed that it was not possible for the
company to perform all the activities that will have led to drug distribution and hence,
planned to focus on research ones, giving clearer guidance to the research group on the effort

to be made, with other effects on the governance of business model architecture.
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On the contrary, in the case of our second academic spin-off the change in the
selection of activities determined mainly their addition than their removal. This happened
because in the company there was the competencies to perform also additional research
activities for other counterparties that needed specialized and out-standing research services.
The addition of new activities claimed for a change also in structure since a proper
organization of activities was needed to cope with new markets’ needs.

In the case of corporate spin-offs, the imprinting is still transferred thanks to
remarkable blueprints on the side of content of business model architecture, also in these
cases spawned ventures tend to replicate the same activities that were performed at the
parent organization. The difference with academic spin-offs however is that the selection of
activities has already been tested again markets. Changes in governance, moreover are more
likely to happen suddenly, since is on those architectural elements that managers can
immediately concentrate if changes are needed.

Thus, consistently with our field of inquiry, we may affirm that academic spin-offs
inherit from their parent organization a set of structured activities that has passed simply in
vitro tests: heritage has a scientific prestige and usefulness but has only been tested in a
controlled environment, in isolation from their usual biological/business surroundings. On the
other hand we may also affirm that corporate spin-offs inherit form their corporate
organization a set of structured activities that has passed in vivo tests, with the trial of overall
effects on a living subject/market that has already been made by corporate parent

organization.

4.5.4 The Effect of Different Endowment on Business Model Design as

reflected in BM Dominant Themes (Novelty vs. Efficiency)

With reference to design themes, the sources of value generation of the business
model adopted by the company, differences are less than expected and are not so compelling
and strong. In particular the assumed prominent relevance of novelty theme for academic
spin-offs in contrast with the prominence of efficiency theme for corporate spin-offs, was not
so evident. It is true that academic spin-offs are much more concentrated in novelty rather

than efficiency as a source for value generation, however the contrary may not be true at all.
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Also corporate spin-off show, as the fruit of their heritage, a tension and quest for novelty.
Especially when novelty is the challenge to be achieved as the result of an outstanding and
rigorous research process.

Hence, our assumption on the prominence of those design themes among the other
two has to be modified, in particular our case studies show how relevant is the theme of
complementarities and especially the aspect of soliciting and enacting relations to get proper
and more suited complementarities. This aspect has been well addressed in the previous

section of the chapter, to which we refer for an in-depth analysis.

4.6 Imprinting Pervasiveness

Our cases studies show that the metaphor of transferring genes also from an
organization to another has its relevance. In particular, in our study, this is testified by the fact
that some activities and the way to perform them do not change also when the parent
organization do not directly exert any influence anymore.

Imprinting pervasiveness varies across case studies, and can be measured by the
length of time that is necessary to observe a relevant and disruptive change in the business
model architecture or theme. However as already observed the change in business model is
not only more likely, but also more important and is hence particularly on that aspect that we
will concentrate. Or better, we will concentrate on the possible drivers that may help in
encompassing imprinting and that prevents business model evolution.

For instance, the presence in the spawned venture of the same people in charge of
managerial tasks at the parent organization may have a deeper effect on the pace at which
design elements (and hence business model) change, thanks to a longer or shorter
organizational learning process. The pervasiveness of imprinting is surely being conditioned by
the elements along which heritage is transferred form the parent organization to the spawned
one, but it depends also on the characteristics of the learning process that unfolds as soon as
a demand for change has arisen.

In subsequent sections will try to analyse how this pervasiveness varies and along
which of our concerned dimensions is more intense and when an external force is urged to

speed up the process of deviation from imprinted pattern.
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4.6.1 Cases of a More Pervasive Imprinting and the Urge of an External

Force for Business Model Innovation

In two of our concerned case studies we observed that imprinting was more pervasive
and that an external force was urged to produce change in imprinted dimensions of business
model architecture, thus determining business model evolution. The two case studies we are
dealing with are the two academic spin-offs which needed an external force to fully
understand why a change in the business model was needed and along which dimensions this
change ought to happen. In the aforementioned case studies, moreover, also the length of
time needed to operationalize a change in the business model (and/or in one of its
dimensions) is higher than in the case of corporate spin-offs.

In such cases, significant change in one of the business model dimensions, especially
content and governance, was observed when an external force pressed to change the
activities composing the prevailing model, whose dimensions were inherited from the parent
organization. Interviewees in both cases acknowledged how important was the external force
to produce that change. Accordingly to insights coming from previous studies (particularly
McGrath, 2010), we may conclude that the external force introduced into the company a
commitment to experimentation and this was possible because its intervention allowed
surmounting the cognitive bias on the characteristics that the model ought to possess.

The external force that foster business model innovation, moreover introduces or
represents also an organizational leader who is supposed also to have more success in being
followed by other people in charge of managerial tasks and operational ones, already working
for the organization.

In particular this was much more evident in one the two academic spin-offs, where it
was the lead investor fund which financed the company that introduced an experienced
manager to drive the change. This manager surely, thanks to his knowledge of the industry
and having also guided other companies in the sector, had no cognitive bias on the future
business model of the company. A more urgent tension for efficiency was introduced in the

company, and also a new selection of activities was proposed, however he had to work daily
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with researchers and the few administrative people to confirm his role as the organizational
leader that would have lead to the growth of the company.

In the other case study, we may recognize the presence of two organizational leaders,
one was already in place and already had tried to overcome fears from main shareholders to
add to proprietary research activities also the third-parties projects. The academic
representatives in the board of directors probably viewed the change of main activities
performed by the company as a radical change from the purposes of knowledge increasing
and diffusion that the spin-off was meant to perform. Even if, also in this case, no cognitive
bias was present in the manager to commit to experimentation, especially for what concerns
the change in the activities performed, but the trial and error learning process did not take
place immediately, because of some internal resistances. The intervention of a new partner
and the installation of a new member of the Board of Directors was really important in
supporting the organizational leader already in place. Thanks to the authoritativeness of his
expediencies, resistances to change were definitely overcome and it was also possible for the
external organizational leader to help the internal one to partially modify the structure and
organization of activities, helping in the definition of mid-term objective and the to settle

down procedures.

4.6.2 Cases of a Faster Business Model Innovation

In narratives for our case studies we provided also some insights on faster processes of
change of some dimensions of the business model construct, along which reimprinting started
at a faster pace. In our interpretation this change happened faster because the
experimentation and learning processes encountered less internal resistances. The reduced
level of resistances is surely ascribable to the presence of an organizational leader who
already benefits for high trustworthiness and legitimacy, since he was also the same who
drove company foundation.

First of all, no cognitive bias seemed to be present in individuating the future path that
involved companies and their business models would experiment and assume; moreover their

commitment to experimentation was also reinforced by a deep knowledge of their companies
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characteristics and activities already in place. In addition, it has also to be acknowledged that
the degree of trustworthiness by other people was higher and that the elements that urged

for a change were less and
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Part lll: Theoretical Advancement and Managerial Implications

Chapter 5:

Contributions of the Present Study

5.1 Overview

We started assuming that spin-offs, inherit different genetic endowments showing
similar (technological, organizational and cultural) traits depending on the nature of parent
organization, whether it is a public research institution or a private company. We also
assumed that this inheritance is reflected in spin-offs’ business model first design and may
exert an influence on its subsequent evolution, unless a (learning) process starts, during which
some endowment elements are discarded on the behalf of new ones. Indeed, as found in
previous studies the process during which the spin-offs begin to develop their idiosyncratic
trajectory modifies the business model (design) of the progeny.

However a rich and sound theorization on how and why the progeny business model
distinguishes itself from its parent is still missing, together with a process and holistic
comparative analysis on how the change in business models happens, especially among
companies which are generated in such different organizational contexts.

The case studies we selected, have provided relevant evidence for the understanding
of how business models come into being, to what extent “parental mold” is significant for
their rise and development (Ferriani et al., 2012); which are the (business model design)
elements and the forces which trigger business model innovation and along which dimensions
business model innovation unfolds. The biotechnology field, tor its relative youth and the

presence of a high number of research-intensive companies, especially SMEs, prouved to be a
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very interesting context in which conduct our research, as requested by the holistic and
process nature of questions under investigation.

Since biotechnology firms develop along the lines of several models (Mangematin et
al., 2003; Bigliardi et al, 2005; Pisano, 2006; Onetti and Zucchella, 2008; Sorrentino, 2008;
Onetti et al., 2012), at present we still need contributions which allow to describe and
understand the process that leads companies’ evolution, how relevant are the relations (in
place and to be created) among the actors involved, and also the effects and drawbacks
produced by public policies.

In the following section, we will hence discuss separately and summarize the main
contributions of this study for theory advancement (especially with reference to business
model construct) and managerial practice in such a vital and relevant field.

The relevance of this research study is accrued by the fact that it has been conducted
in the Italian biotechnology field, where companies show a high vitality and change is
frequent. We hence benefited from the richness of insights coming from our field of inquiry,
however, even if the narrow definition of the research field is fruitful from the stand point of
the analysis of modes of development, since it shows a variety of choices and related effects
that vary from case to case, it clearly prevents results generlizability. This is the reason why at
the end of this chapter we will deal with some cautions and provide insights for a possible

extension of the present study.

5.2 Theoretical Advancement

One of the purpose we had when starting this research work, was to understand -as
suggested by a growing number of scholars (e.g. Phillips, 2002; Chatterji, 2009)- the extent to
which the characteristics of blueprints inherited from the parent organization, help in
explaining “post start-up performance” and in particular its organizational strategies (e.g.
Ding, 2006, Ferriani et al., 2012). The investigation on this issue, as already mentioned, covers
two different topics in entrepreneurship and management literature. First of all, as recently
claimed by scholars, our investigation aims to contribute to literature on the imprinting
process, with the purpose of ascertaining if the object of inheritance is truly supposed to last

forever (e.g. Lorenz, 1970; Boeker, 1989; Milanov and Fernhaber, 2009); and in the second
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place, if imprinting is found to have not an irreversible influence (Sherer, 2006; Chatteriji,
2009). Our investigation helps in understanding which characteristics of the genetic heritage
are most likely to be discarded as long as the spawned venture undertakes its idiosyncratic
path (Baum and Rao, 2004; Garnsey et al., 2008; Ferriani et al., 2012) and how organizational
strategies are conditioned (Ding, 2006).

In order to shed a light on the tension between inherited patterns and the new
trajectory that may characterize spawned ventures’ development, we have built on a very
recent contribution by Ferriani et al. (2012) who proposed a process model of
intergenerational learning and spin-off performance. Authors in their work explicitly refer to a
clear distinction between spin-offs’ business model and parent organization one, but their
conceptualization, even if the business model construct is clearly evoked, the analysis and
conceptualization of a framework to acknowledge along which dimensions business model is
shaped by inherited blueprints and eventually changes. As claimed also by Baum and Rao
(2004), our investigation was intended to investigate on the structure of organizational
inheritance that implies persistence and may eventually require transformation over time of
organizational processes and forms.

Our work makes hence a contribution both to management and organizational
literature on the issue of imprinting, shading a light on the characteristics and nature of
transmitted heritage, on the way the subsequent learning process put in place in spawned
ventures may influence post start-up performance and in particular the business model of
biotech companies in the pharmaceutical industry.

Our study will also contribute to literature whose purpose is investigating the effects of
imprinting given by varied mother organizations and assessing differences between spawned
ventures originated in a public research context and new science-based firms which, instead,
originated in a private one. This issue is particularly important since, to our knowledge, most
of the studies on the effects of blueprints, transmitted by a mother organization to its
spawned ventures, considered homogeneous samples of spin-offs generated from a given
institutional context whether private (e.g. Ding, 2006) or public (e.g. Shane and Stuart, 2002).
Only recently scholars have began to investigate the differences among the characteristics of
firms created by academicians and other technology-based firms (Colombo and Piva, 20083,

Colombo and Piva, 2008b; Colombo and Piva, 2012). In particular our study, based on the
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heterogeneity between universities and corporate organizations in terms of research focus
and orientation in performing marketing, production and distribution activities (Zahra et al.,
2007), contributes to shade a light on the differences in the overall endowment of different
spawned ventures.

Since the assessment of differences in genetic heritage and the effects on spawned
ventures evolution has been conducted trough the analysis of selected components of
business model construct, in order to preserve a holistic approach, and have a set of deeply
interconnected dimensions to analyse, instead of single inherited factors, the present study
contributes also to theoretical advancement of literature on business model (design). Our
study, as it will be argued in the following paragraph represents also a contribution in
generating accretive knowledge on the theoretical and practical relevance of this construct
and in particular in shading a light on the deterministic nature of business model planning as

confronted to a discovery-driven approach (McGrath, 2010).

5.2.1 Are Corporate and Academic Spin-Offs Truly Different?

The literature on spin-offs has identified two types of parent organizations: higher-
education institutions and well-established industrial firms, which represent the two major
sources of new high-technology firms (Oakey, 1995). As already mentioned, in the previous
section, prior research has mostly investigated separately the phenomena of the effects of
inherited blueprints, considering homogeneous samples of spin-offs generated from either
academic context, or corporate ones. Only few and recent studies, have engaged in a twofold
inquiry, in order to investigate peculiarities in initial endowment between new high-tech
entrepreneurial ventures originated in academic (or more broadly public-research contexts)
and other high-technology new ventures, (e.g. Heirman and Clarysse, 2004; Ensley and
Hmieleski, 2005; Moray and Clarysse, 2005).

The issues under investigation have been various both in terms of causal dimensions
and in terms of effects produced by specific genes on new ventures’ creation, survival and
post start-up performance. Scholars investigated how differences in team composition may

prevent adequate funding for research-based spin-offs (Clarysse and Moray, 2004); how the

Chapter 5: Contributions of the Present Study 124




“Nature and Relevance of Blueprints on Business Models Choices and Innovation: an Assessment”

differences in the initial resource base and firms’ market strategy affected growth expressed
in terms of revenues, total assets and number of employees (Heirman & Clarysse, 2005); how
genetic differences may affect the likelihood of financing by venture capitalists (Munari and
Toschi, 2011); how differences in team composition shape the strategy that firms adopt after
foundation to enrich their competencies’ base and to establish sound partnerships (Colombo
and Piva, 2012, Colombo, Piva and Rentacchini, 2012).

To our knowledge, the richer study in terms of the number of variables they account
for is represented by the analysis of Colombo and Piva (2012). Estimating ten econometric
models authors confirmed “the evidence provided by previous studies (e.g. Ensley and
Hmieleski, 2005) suggesting the existence of genetic differences between academic and non-
academic new technology-based firms associated with the composition of their founding
teams”. Authors, thus, thanks also to the robustness of their model, demonstrate that the
peculiar genetic characteristics of academic new technology-based firms “shape the strategies
they adopt to enlarge their initial competence endowment with respect to other new
technology-based firms”. Differences in founders’ team composition were measured across
ten variables and their effect on competencies enlarging strategies proved to be statistically
significant for what concerns the higher propensity to engage in technological and commercial
alliances mainly with public research organizations, to get consultancies from them and also
to collaborate for obtaining grants. No (statistical) significant difference instead was found in
the likelihood to establish alliances with other firms.

Our evidences, partially contrast with those results, since they let us induce that
genetic differences are less evident, when a holistic approach is adopted and a large number
of dimensions describing heredity (and its effects) is considered. Moreover, if the assessment
of differences in genetic endowment is made adopting also a dynamic approach, thus
observing also companies’ evolution along the dimensions used for the operationalization of
business model construct, the pervasiveness of blueprints influence is also found to be diluted
since no huge resistances to change seem to be in place at both academic and corporate spin-
offs.

Three aspects are important in estimating the value of our research study: the first one
is represented by the choice to conduct a twofold inquiry that compares strictly academic and

corporate spin-offs (excluding other start-ups), in the same industry and normative context,
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mainly at the same life-cycle development and having started activities with comparable
dimensions as expressed by the number of employees. All those criteria in selecting our case
studies were intended to reduce any possible bias due to other contextual dimensions, in
tracing blueprints heterogeneity, incidence and pervasiveness.

The other important aspect that distinguishes the present study is represented by the
adoption of a holistic approach, thanks to which we may trace assumed initial heterogeneity
and its evolution along a set of dimensions that is wider than the number of dimensions or
variables previously considered by other (both qualitative and quantitative) research studies.
As already observed, for the number of dimensions they accounted for, the study by Colombo
and Piva (2012), may be considered as the richest one and the robustness of their model
seems to definitely confirm that genes are relevant and academic spin-offs are truly different
from other companies. However in their statistical matched samples, there were also
companies that may not be defined truly corporate spin-offs and moreover the study do not
account for other elements that may elsewhere characterize the genetic endowment of the
ventures, such as the incidence and pervasiveness of cultural norms and values shared by
founders and the employees who were engaged at first; the initial funding conditions and
especially the possible participation of the parent (academic) institution to the new venture as
a shareholder (and hence the likely conditioning in competencies enlargement strategy as
well).

Finally, our study, allows also for the possibility to trace any modifications that might
have intervened and diluted inherited blueprints, since data are not referred to distinct points
in time, but cover, instead, the development trajectory of each of concerned companies.

Overall, as noted in the previous chapter, and consistently with our field of inquiry, we
may affirm that at the inception academic and corporate spin-offs differ in the sense that the
former inherit from the parent organization a set of structured activities that has passed in
vitro tests: heritage has a scientific prestige and usefulness but has only been tested in a
controlled environment, in isolation from its usual business (biological) surroundings. On the
other hand we may also affirm that corporate spin-offs inherit form their corporate
organization a set of structured activities that has, instead, passed in vivo tests, with
(members of) parent organization having made also the trial of overall effects on a living

(biological subject) market.
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We are not maintaining that this difference is not important for the involved
companies; we are simply providing insights on the fact that the dimensions to be considered
to demonstrate the effect of inherited blueprints are wider than founders’ team composition
and when the range of dimensions under observation increase, the relevance in differences
may result less evident. Moreover, we are also providing insights on the fact that genetic
differences, observed across business model dimensions of academic and corporate spin-offs,
may not be clear cut and disruptive, especially when companies have been founded by people
who have matured previous outstanding work experience in both academic and/or corporate
domains. When the (research) projects and activities that inform the business idea of the new
venture are of outstanding value (as first in vitro trials proved), a learning process will shortly
be in place, in both kinds of spin-offs, to select those blueprints perceived as more likely to
ensure company survival and growth, thus further diluting the initial differences. The
blueprints dilution effects, namely the reimprinting (Ferriani et al., 2012), in academic spin-
offs may be engendered by an external agent, while in corporate ones it may began also
thanks to the action of an internal organizational leader.

However, even if this study suggests that overall considered, genetic differences in
academic and corporate spin-offs may not be considered disruptive, there are also some
insights which are provided in the remainder of this chapter and that could be useful in
speeding up the passage of academic spin-offs from entrepreneurial in vitro tests, to in vivo

grounded ones.

5.2.2 Imprinting Is Not Irreversible, At Least Not For All The Genes That Are

Transmitted

One of the purpose we had when starting our research work, was to investigate on the
effects of conditions existing at company’s birth, and especially if those conditions may have
or not a lasting imprinting on a company’s subsequent evolution. In addition we also assumed
that the nature, relevance (and length) of imprinting might vary according to the nature and
type of mother organization that is involved in the spawning process.

In the review of literature that has been the object of the dissertation in Chapter |, we

have shown that, at present, most of studies dealing with the notion of imprinting have
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contributed to reinforce the tenet that imprinting is highly enduring. Those studies, as already
mentioned (e.g. Boeker, 1989; Marquis, 2003; Milanov and Fernhaber, 2009) were in line with
initial theorization by Stinchcombe (1965) and Lorenz (1970) and confirmed that prior history
has a great and deep role in influencing “organizational inventions that can be made at a
particular time”.

Our research work, on the contrary, provides additional evidence to more recent
contributions where this tenet of the imprinting argument is questioned and evidence is
provided on the subsequent phases spawned ventures go trough, setting their idiosyncratic
development trajectory (Garnsey et al., 2008; Ferriani et al., 2012). Aforementioned authors
theorise about the existence of internal processes during which the new venture assimilates
only certain inherited elements, thus discarding some others. Another interesting finding in
the contribution by Ferriani et al. (2012) is represented by the role of crises and new
entrepreneurial agents as triggering mechanisms for the starting of the internal selection
processes.

First of all, our findings add evidence to previous contributions as well, showing that
imprinting is not irreversible. By adopting the inherent dimensions trough which business
model construct is operationalized by Zott and Amit (2010), namely business model design
elements and themes, we have evidences that some of them change as a long as the spawned
venture stays on its market. Indeed, in analysing data on our spin-off companies, for each of
them we traced-back all relevant information — such as information concerning significant
changes in terms of activities the spin-offs perform, the way they are financed and the people
in charge of management tasks- as a descriptor of a specific design element or design theme.
Since design elements and themes in our perspective are the constituent dimensions of any
business model, a change along one of this constitutive dimensions implies also a change in
business model and hence testifies a deviation from the pattern imprinted by the parent
organization that at the moment of inception conduced to the emergence of a given business
model.

Moreover, by looking at the inherent dimensions trough which business model
construct is operationalized by Zott and Amit (2010), some evidence is provided also on the
cultural factors, procedures and systems present at the parent company that, because of their

transmission to progeny, may affect learning and new process, such as experimentation,
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through which reimprinting occurs. The focus on those aspects was one of the questions that
drove our research work since the beginning and the operationalization of business model
construct along the aforementioned dimensions helped in individuating the genes which are
supposed to be more pervasive than others and also helped to operationalize the constructs
of cultural factors, procedures and systems inherited by parent organizations. By the way, this
was also an area of further investigation for the theory advancement on spin-off performance
solicited as a future research direction also by Ferriani et al. (2012).

Content is supposed to be the more pervasive one since our findings show that in
corporate spin-offs this dimension changes very slowly or, it doesn’t change at all, thus
testifying that the selection of activities that a corporate spin-offs performs autonomously do
not need to change fast because the selection was made on the basis of extensive market
knowledge developed at the parent company. On the other hand, even if the following
statement may appear counterintuitive, the faster change of business model content in
academic spin-offs confirms the interpretation of content as the most pervasive imprinted
gene, since this change occurs as an effect of a new entrepreneurial agent, sometimes also an
organizational leader, joining the company (an investor, or a partner, or a manager), who is
personally endowed with a previous industrial experience, additional to his strong research
capabilities.

With respect to design themes, the dimensions identified by Zott and Amit (2010) as
the value creation drivers, we may look at them as the signs of the cultural forms in place at
the parent organization. As already mentioned also with respect to design themes, we traced-
back all relevant information to those dimensions, thus observing, thanks to cross case
comparison, that the most pervasive theme is to be found in the prevalent quest for novelty,
shared both by founders and managers of academic spin-offs and corporate spin-offs. This
gene doesn’t change as long as the spawned ventures grow. On the other hand, our findings
show that the gene that is most likely to be modified (and clearly not completely discarded or
erased), especially in academic spin-offs is represented by complementarity. In particular in
academic spin-offs, by the time, we found evidence of a growing importance assigned by
founders still in place and managers in charge to the searching for the most suitable partner

to enrich company resources and provide outstanding new technological opportunities.
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On the subject of the search for complementarities, a special attention as to be paid to
the role of new entrepreneurial agents who, as suggested by previous studies, may exert an
influence in fostering the spin-off’s idiosyncratic learning and reimprinting process and drive
business model evolution process. Our findings, moreover, partially integrate findings in ARM-
Acorn case study. In particular cross case comparison show that the new entrepreneurial
agent triggering experimentation and learning in the spawned venture, may be an investor, or
could be also a new manager and, above all, not always comes from the external market
environment. Some experimentation, especially in corporate spin-offs may also be triggered
by an internal organizational leader who by the time, had the chance to envisage in the
market or in a new partnership an opportunity to revise (mostly by addition) the selection of
activities internally performed, or to put in place a better redistribution of activities.

Finally, for what concerns the content and nature of inheritance, our case-studies
show also that there is no radical difference in the endowment of academic spin-offs when
compared to academic ones. Shortly we may conclude that academic spin-offs need a longer
time to engage in business model experimentation, and that the change is triggered often by
an external agent. This finding may be considered an enrichment of Chatterji (2009)
contribution on the prominence of less-technical knowledge in the spin-off processes.
Chatterji (2009) found evidence that the parent-progeny relationship is shaped not by
technological endowment, but by other non-technical and less apparent forms of knowledge.
In the author’s perspective, hence, it seems that the transfer of “less apparent forms of
knowledge” is the only characteristic that matters in shaping the parent-progeny relationship
and in conditioning the progeny subsequent evolution. Our findings show that it is partially
true, since our interviewees engaged both in academic and corporate ventures, explicitly
stressed the relevance of technological heredity they received from the parent organization,
especially if it takes the form of a high maitrise in running specific research processes and
sequencing.

We are aware that it is no possible to generalize our results, not only because our
cases have been selected on a theoretical base and do not represent a sample, but also as the
frame of reference for our research is different from the previous ones. Altogether, since we
adopted a holistic perspective to assess the differences in inherited dimensions between

academic and corporate spin-offs, we are confident that especially the insight on the dilution
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of initial difference, represents a contribution for further research on organizational
inheritance. Indeed, it claims for a higher use of holistic approach in understanding spawned
ventures heterogeneity both at birth and especially when analysing their development
trajectories. Business model construct is very useful in providing this perspective, but

measurable variables to measure its constitutive dimensions have to be found.

5.2.3 Business Model Design is not (only) the Result of a Deliberate Choice

by Entrepreneurs and Managers

In the present research work, we are confronted with a thorough reflection on the
business model construct, reviewing the most prominent literature on the topic and
addressing thanks to cross-case comparison the main issues concerning the forces (or
barriers) that drive business model generation and renewal and the dimensions along which
business model innovation unfolds as well. In reviewing the literature on business model we
found many motives for which the construct is relevant to scholars as well as for practitioners;
in case terms, we provided evidence of the soundness of chosen business model definition
(Amit and Zott, 2007; Amit and Zott, 2010) to keep a system activity perspective (Amit and
Zott, 2010) and also to take into account the dynamism that pervades the business model
construct itself.

In our study we experimented that this definition has a sound applicability in
individuating and depicting all the dimensions of the business model construct: design
elements and themes, indeed, are easily detectable when analysing case studies, and in the
attempt to observe their evolution, the researcher is not overwhelmed with information and
data concerning the renewal of ill-defined (or too much detailed) dimensions. According to us,
thus, the definition provided by Amit and Zott (2010) represents a useful starting point for
conducting other case study inquiries on the business model construct, surely in hi-tech
industries, as life science, and in other rapidly evolving industries as well.

One of the main contribution of this research work is represented by the fact that it
provides evidence to the proposition that business models do not emerge fully formed and as

a result of an overarching imprinted representation of the reality (to be) of the spawned
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venture, created following deliberately the recipe or map provided by the mother
organization®, even if it is a well-established corporate.

Even if we assume the existence of “business model heredity”, and affirm that people
in charge of management tasks are aware of how the ideal business model should be, scholars
already denounced (Chesbrough and Rosenbloom, 2002) that this ideal form may not be
implemented given the presence of limits which hamper the possibilities to organize the
whole set of activities as managers should have done on the basis of the characteristics
adopted previously for a similar technology (Amit and Zott, 2001).

Hence, as we have reported in the previous section the genetic endowment of a
spawned venture is composed mostly by specific genes and not necessarily by complete set of
them. Moreover, even if assuming that the whole set of genes was transferred from the
parent organization to the spawned one, we found evidences that some of those genes are
early modified by the progeny, even when the modification was not foreseen and prescribed
at the moment of inception. Business models, hence are not the result of a planned and
detailed design activity, but are instead the product of extensive experimentation as already
proposed by Chesbrough (2010) in his reflection on business models as the fruit of a
discovery-driven approach.

Among our interviewees, founders and managers at companies we analysed for our
cross case comparison, even if written plans existed to guide the founding, thus codifying also
the organization of activities and the link between them, no one referred to those plans as the
representation of the whole business model, and no one affirmed to have compiled that plan
for the sake of coming up with the future representation of the reality (to be) of the company.
In no case study the plan used to present the company to potential investors and/or to get
authorizations by public authorities were perceived as a tool to “paint” precise pictures of the
business model of the new company. However, those plans have to be considered as the
result of both deliberate and serendipitous paths, which determine the characteristics of the

business model adopted by the emergent company and that as long as companies’ activities

'S The idea of business model as a “map” or “recipe”, namely as a representation or description of the
(future) reality of a firm, has been stressed by various scholars (e.g. Afuah and Tucci, 2001; Chesbrough
and Rosenbloom, 2002; Teece, 2010). Some of them recognize to this recipe a prescriptive role, in the
sense that it may represent the benchmark for designing (thus imposing) the business model of the
focal firm; others instead intend the business model representation as a road-map to follow to come
up with a solid architecture for value generation and appropriation, without overlooking any aspect.
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are structured, governed and performed or as long as new entrepreneurial agents come to
the company trigger experimentation and business model innovation.

Business model, hence, is not to be considered as the result of a well-defined
deliberate choice by the founders and management team in charge and not even as a
consequence of deliberate decisions, made at different levels at the moment of enterprise
foundation and precisely interrelated, as posited by Osterwalder and Pigneur (2010) in one
the most recent contribution on the business model construct, that has also received a good

appreciation especially by practitioners.

5.2.4 Does Modification in Imprinted Patterns Allow Deliberate Choices in

the case of Business Model Innovation?

The absence of a moment during which business model is carefully and precisely
designed, as if it was a paint whose main dimensions have already been individuated, is
confirmed even when business model innovation is concerned. In our case studies we found
evidence that even innovations on the business model that alter the initial models created
during start-up phases are not the result of a plan, but are instead the fruit of an
experimentation process, characterized by trial-and-error learning (McGrath, 2010; Sosna et
al.,, 2010) along some of the dimensions that describe business model and not necessarily
along all them. The accretive contribution of the present study to business model literature
has to be found in the fact that the experimentation and trial-and-error learning process is
decomposed and observed along the descriptive dimensions of the business model construct
and thoroughly analysed along them, instead of considering the process referred in general to
the business model construct.

As already mentioned, this trial-and- error learning process unfolds through those
dimensions and by this mechanism some of them are changed from the way they were
transferred by parent organizations to spawned ventures. Thus, even if imprinted patterns
have been modified and changed, there is no room for a deliberate and planned change in
business model. Even in academic spin-offs, were new entrepreneurial agents, especially

managers, may have fostered reimprinting and triggered dismission of imprinted dimensions
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for the sake of new venture’s growth, the planning activity is not conceived to radically and
expressly change business model.

The changes are again the result of a deliberate and serendipitous activity referred to
the single dimensions, which describe business model. And, consistently with findings by
Mangematin et al. (2003) each change in any dimension is the expression of experimentation
and has to be considered as gateway in the establishment of the subsequent (and not
necessarily final) business model.

Finally, our study contributes also the recent debate on the nature of business model
as a recipe and, in particular, it shows that business model innovations which are not radical,
and which interest simply few dimensions along which the construct is operationalized, are
not considered as different recipes of the same dinner (Sabatier et al, 2010), they are instead
variants of the same model that is passing trough experimentation phases.

The idea that variations to one of the dimensions of the business model constructs,
implies the concurrent design and management of two or more different models of a bigger
business model portfolio, was not reflected in the data we collected through interviews. Even
when companies we analysed were confronted with two (as in the case of Alii discovery,
synthesis and follow up) or more (as in the case Park Molecules) different markets
simultaneously, each requiring also adjustments in terms of business model governance, no
one seemed to conceive this heterogeneity in market segments as a plurality of business
models. Moreover, our data, collected in similar field as the one analysed by Sabatier et al.
(2010), show that even when our concerned firms, increased their dependence on external
actors, such as venture capitalists, or scientists and universities for long term collaborations
(both for research activities or clinical trials) the coherence of companies’ resources and
capabilities was maintained, without evidence of an additional business model to a bigger
portfolio. Managers simply considered the opportunities to add new activities to the ones
already performed, thus modifying the concerned dimensions (namely content and
governance) of the existing business model, thus fostering its innovation, but no purposely
managing parallel business models.

Managers purposely don’t plan the precise design of a single business model, it is
hence difficult to find evidences that there may be the planning of business model portfolio.

The presence of a business model portfolio, in our perspective may be seen as a scholars lens
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to analyse business model innovation, but not as construct that will help managers to
maintain coherent vision along the different activities the company performs to generate and

appropriate value.

5.3 Managerial Implications

First, the study will contribute to imprinting literature reinforcing arguments on the
possibility for spin-offs to deviate from imprinted patterns, adding insights on the elements
along which the process of deviation may occur. In this way it is also possible to shed a light
on processes leading to the emergence of new organizational forms and structures and on the
dimensions of inheritance that may foster or hamper transformation over time, as requested
by Baum and Rao (2004). Indeed, as stressed also by Baum and Rao (2004) little is known
about how differences in the kind of (imprinted) know how effectively constitute the element
that drives the persistence of organizational structure, or, on the contrary, if differences in the
kind of (imprinted) know how foster transformation of new venture structures over time,
hence affecting performance.

The study will also contribute to business model design literature, letting emerge the
components that seem to be most prominent in addressing business model innovation
choices (especially in the biotech industry) showing how the organization may change and to
what extent business model design may represent a key task of the entrepreneurial manager.

Moreover as we are dealing also with the phenomenon of academic entrepreneurship,
findings from this study may be of use for policy makers or local universities institutions. The
relevance of certain (inherited) business model dimensions conducive to successful
performance may be of use in designing policies intended to foster academic

entrepreneurship only in such contexts where certain conditions are supposed to exist.

5.3.1 Managerial Implications for Academic Spin-offs

Our study adds evidence to the relevance of imprinting process that unfolds when

people from Academia are involved in the process of company creation, and participate
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directly and daily, (or even indirectly) to the managing of company, thus contributing to
determine companies strategic orientation, the range of activities it is supposed to perform in
order to attain its research and development objectives, the way those activities are
performed and the selection of actors in charge of performing them (namely the
collaborations that the company admits to perform some activities). Also in our data, we have
evidences that people tend to replicate the dominant logic they have been permeated by in
running similar technologies (Chesbrough and Rosenbloom, 2002; Chesbrough, 2010). In our
perspective, hence, since founders of academic spin-offs have developed competencies in
running similar technologies mainly at the academia, we have evidence that the spawned
venture may be permeated by the dominant logic of the parent organization.

In our data, we have also evidences on how this replication unfolds. This transfer is
reflected, first of all, in the tendency to replicate in the spawned venture the same range and
sequence of activities that were performed in parent organization laboratories. The focus will
hence be in endowing the new entity with people to perform basically pure research
activities, for the purposes of advancing knowledge and, at a second stake for the purpose of
making this knowledge available for industrial applications.

Moreover, the business model adopted by the spawned venture, resents of imprinting
not only on the side of the activities selection the new company performs, but also on the side
of structure and governance of activities. This means that the new company will perform the
same range of activities the parent institution performs, nevertheless this will be made with
the same modus operandi; besides the repartition of activities among different actors will
follow the acquired dominant logic as well.

Those managers who operate in those ventures many times, especially if recruited
after its foundation, have to make an effort to activate a reimprinting process and change first
of all the content of the business model, in order to render it more apt to stand autonomously
on the market, thus fostering the transformation of the inherited entrepreneurial in vitro tests
into in vivo ones. We observed that this requires a longer length of time for the learning
process to start, together with the pressure exercised by an external force, that may be a
(more) new investor(s), new manager(s), new partner(s).

For those reasons, academic entrepreneurs (to be), are demanded to look early on

how to speed up the manifestation of their learning process, and above all be sure that their
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entrepreneurial in vitro tests are reliable. We add evidence, to earlier studies that focused on
the characteristics of networks by academic entrepreneurs (e.g. Ensley and Hmieleski 2005;
Mosey and Wright, 2007, Clarysse et al. 2007) and thanks to comparison across case studies,
we may provide indications to founders mainly with reference to the possibility of asking for
consultancies not simply to protect the intellectual property in their laboratories (a request
that in our data was recorded as the main important for founders), but also to assess the
range of activities that the new venture will perform, and to individuate the counterparties
responsible for performing the other activities. Initial consulting, moreover, are to be
requested also in order to assess the purpose to be pursued and also to evaluate and foresee
a possible exit strategy for the company when the amount of financial results needed to
develop products will be too high for the extant shareholders, and consequently draw the
company’s statute.

Under the assumption that the outstanding value of the research projects has already
prove its validity, all those recommendations, emerged from the conversations we had with
academic founders and with managers which were involved in guiding the new venture, and
in setting up internal procedures, in line with previous findings (e.g. Bjornali and Gulbrandsen,
2010) also suggest to founder of academic spin-offs, to immediately enlarge the variety in the
board composition of their ventures in order get advices and evaluation on business idea
sustainability by people truly involved in the project both for scientific prestige and
contribution of the venture and also for its value generation potential. Moreover this also

represents the safer way to enlarge the variety of the connections they can have access to.

5.3.2 Implications for Officers in Public Research Organizations for Enriching

the Managerial Endowment of Academic Spin-offs

As mentioned before, the analysis of the overall business models to trace any
differences between corporate and academic spin-offs does not show any radical difference in
the endowment they receive from parent organization. In fact, when companies are observed
in their growth paths most of initial differences are diluted. Moreover as already observed in
the previous section, also when considering differences in imprinting with reference to the

dimensions of a holistic construct as the business model is, those differences are not

Chapter 5: Contributions of the Present Study 137




“Nature and Relevance of Blueprints on Business Models Choices and Innovation: an Assessment”

prominent. And basically they relate to the likelihood of (and the time necessary to) engaging
in a learning and experimentation process during which deviation from imprinted patterns
occurs and business model is innovated.

We have observed that corporate spin-offs are endowed with the possibility to engage
in grounded entrepreneurial experiments, whether those experiments are not grounded for
academicians, even when they may count on some basic consultancy activities from external
specialized firms, or assistance by concerned universities. This happens because consulting
activities basically concerns involved on daily administrative issues, instead of concerning also
company’s long-term development and perspectives

Since our study focused on the cases of three different companies that were born in
academic contexts, and considering that in those companies the change in dimensions
inherited from the parent organization was observed, we can make also a contribution with
respect to policy indications for the enriching of spin-offs genetic endowment, thus letting
them initiate in vivo, (grounded) entrepreneurial experimentations. As recently claimed by
Gilsing et al. (2010) policy indications here presented, focus on the chances of success for
academic spin-offs (and not on principles that serve the creation of academic spin-offs).
Moreover indications here presented can be considered of particular value for the Italian
context, since they were derived from a comparison among spawned ventures being
generated by diverse parent organizations.

In line with some of Gilsing et al. (2010) policy design indications, our research work
provides evidence that public policies must promote conditions under which dedicated offices
care not simply in facilitating company creation, but also in promoting company survival in an
un-known arena, the business one.

In particular, during our study we found some evidences useful to improve the
effectiveness of technological transfer offices. Extant research studies, rooted in Italy, already
denounced the marginal contribution by TTOs due, among other factors, also to the lack of
business orientation by TTOs managers (e.g. Muscio, 2010). During our interviews, especially
founders reported on the role performed by TTOs to back the new venture and hence we
could provide some insights on what is really needed by academic entrepreneurs. Moreover

as already mentioned those insights benefited also from comparison with corporate spin-offs.
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Overall, from our evidences we derive that founders, especially in high-tech contexts
require support to their activities not simply in speeding up the process of the legal
constitution of the new venture, in transferring assets to it, or in drawing initial (formal) plans;
spawned ventures, instead, need a true interface service provider in order to have access to
competencies and networks of relations that are larger from the ones, which academicians
may individually enact.

The importance of the TTOs’ network of relations for academic spawned ventures, has
already been highlighted by different scholars (e.g. Lockett et al, 2003); our data, however,
with particular reference to the Italian context, provide some insights on the properties of a
desirable network and the desirable skills acquirable via TTOs and managers. First of all, from
our data, we derive additional evidence to the literature that already stresses the importance
of having non-academic managers (and not scientists) at the guide of TTOs (e.g. Siegel et al.,
2003). Academicians need to be helped in their “entrepreneurial experimentation” by people
who are surely able to manage intellectual property, but also who are capable of indicating
solutions for the most appropriate funding choices to sustain long-term development.

Moreover, TTOs should have links with managers with a strong industrial experience in
R&D functions that will help in evaluating the sustainability of the venture, thanks to the
coupling of outstanding technical knowledge and competencies needed to understand if the
concerned business idea may generate value on its final market. Scientists are often
enamoured of their research results and are not in the condition to estimate if the scientific
contribution may also have an economic valorisation on the market. Moreover even when
scientists understand if the research has the potential to generate (economic) value, they are
not able to individuate on which market segment it could be sold and hence which are the
activities that the new venture has to perform.

The relation with tenured external manager is hence necessary for the refinement of
the original business idea and especially may orient also the process of selection of activities
to be performed, together with their structure and governance. This will help in transferring
to the new venture not only outstanding research projects, but also to back the new venture
with the needed efficacy in individuating the range of activities that have to be performed and

the ones that are not likely to generate real value for the new venture. Moreover, the
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likelihood of subsequently assist to a faster learning process that, if necessary leads to
business model innovation, is accrued.

TTOs are particularly relevant for the spawned ventures, whose entrepreneurial
projects and company products are subject to regulatory approval, as in the case of biotech
companies: they might also provide spawned ventures with relations to consultants who
already are confident with all the steps required for institutional approval, in order to carefully
estimate as well the length of time needed to eventually come up with the imagined product.
Finally, TTOs are expected also to foster the development of scientific and, if the case occurs,
of commercial relations among the departments across the same academic institution.

Overall, we hence add evidence to extant literature that, especially with quantitative
data on TTOs effectiveness, claims for a redesign of their management and tasks. The
advantage of our study is that we provide some insights on minor changes that, to some

extent, might be implemented by the single office already in place.

5.4 Further Extensions

Further development of research is aimed at extending it to other industries with the
objective of performing a cross-industry analysis to assess regularities and/or highlight critical
differences in factors that link spin-offs’ business models to parent organization features and
other (industry) factors that influence business models innovation. Possibly the analysis must
be pursued on cases of parent organizations and their spin-offs belonging to other industries,
and the comparison should be made, again, across companies that were spawned off during
the same period and with comparable initial dimensions, in terms of personnel engaged
within the venture. Otherwise it will not be possible to control for the effect of notable
technical developments that may occur in the concerned industries, thus fundamentally
altering the strategic landscape of further analysis. In particular, the aim of the extension of
inductive studies to other industries should also be to derive other insights on the assumed
genetic differences among academic and corporate spin-offs. In our study, indeed, for
outstanding research projects, the genetic differences appear not to be that not clear-cut and
disruptive in affecting subsequent spin-offs development and growth. However, it has also to

be acknowledged that our results may have been altered by survival bias and hence, also a
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replication of the present study, including in the case studies panel spin-offs (in particular
academic ones) that did not survive may be fruitful, in order to assess if genetic endowment
may instead have a disruptive effect in determining company’s survival.

Other industries that may be considered for the extension of the research are, for
instance, semiconductors, lasers industry and medical device. Furthermore in those industries,
related issues have already been investigated, in order to assess the rate at which firms
spawns spin-offs and the performance of the spin-offs, but always considering simply the
perspective of the endowment of the new venture and not the process of transmission and
persistence of genes. Moreover, the extension of the study to another industry shold also be
made at confirming if the operationalization of the business model construct, across the
dimensions outlined by Amit and Zott (2010) and used in the present study, still shows to be
fruitful in understanding the factors along which business model innovation occurs and which

are the traits that are most likely to be changed.
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Appendixes

Appendix A: Protocol for Conducting Interviews

The interview protocol is intended to be used when talking to founders and managers of the spin-offs
and when talking to managers and researchers who used to work in the parent organization and didn’t
participate to the new venture. This semi-structured protocol is aimed at raising the same themes in order to
keep track of elements that have been the object of lineage and influenced business model design at the time of

founding and furthermore, the dimensions along which business model changes over time.

Section 1: Personal data
- Name:
- Position:
- Age:
- Time in current position:
- Position at the time the spin-off was founded:
- Prior experience

- Years of experience

Section 2: Reconstruction of Activities

Team composition

People in the team at the parent organization when the spin-off was founded

People in the founding team of the spawned venture

People involved in research activities at the parent company and in the spawned one

People in charge of managerial tasks

Scope of Activities:
- Customers served by the company
- Product or service orientation

- Main source of revenues, if any
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Main application for technology developed within the parent organization’s
boundaries

Alternative applications for the knowledge/technology embodied in firm’s offer

Resources and set of relations

Resources (kind and amount) identified as the most valuable to the organization
Nature of resources easily acquired in the market

Nature of resources that could be employed in externalized activities

Value of tangible assets

Incidence of R&D costs

Likelihood of bringing in new participants to better complement and exploit
organization’s resources

Integration of value chain’s activities performed by the organization

Difficulty in setting up transactions in order to get inputs and provide outputs

Amount of transactions afforded and related perceived efficiency

Section 3: Searching for Complementary Assets

People

Person (manager or technician) who individuated possibilities for spawning
People (manager or technician) immediately involved
People at first active in pursuing the objective of spawning

Kind of resources and competences put in place by involved people

Framework for new connected activities

Kind and amount of transactions between the spawned venture and the corporate one
Kind and amount of transactions with parent organization’s partners put in place by
the spawned venture

Connections with the same business and research counterparties of the parent
organization

Alliances eventually put in place, both by the parent organization and the spawned

one after the spawning
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Financing

- Sources of monetary incomes and difference with the source of monetary income by
the parent company

- Extent of financial autonomy in performing main activities for the purpose of final
(eventually long-term) value creation

- Interest toward the control of the new venture by parent organization’s owners

- Financial involvement by the parent organization in the new venture

- Financial involvement by some of the shareholders of parent organization

Section 4: Evaluation of spin-off decision by key informants
- Factors on which was based success of involved production when performed by the
parent organization?
- Factors on which is based the (eventual) success of involved production, performed by
the spawned venture
- What is appreciable in the choice of letting the spin-off emerge
- What is not appreciable in the choice of letting the spin-off emerge
- Which are the traits that parent organization and spawned venture share with respect
to performed activities
o Profit orientation
o Research Orientation
o Markets they serve
o Products they realize
o Connections they activated
o Production process sequence of activities
o Source of financing
- On which traits spawned venture is perceived as different from the parent
organization.
- Reasons for engaging in the spin-off activities

Reasons for not having engaged in spin-offs activities
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Appendix B: People which contributed to different stages of the Research Process

Table 1: People who were involved in preliminary steps of the Research, for field preparation

ID Position Contribution
1 Editor for a industry newsletter, with | Focus Group
worldwide diffusion among industry players
2 CEO of start-up, which has developed a | Focus Group
molecule, currently in phase | clinical

development, and as well has a unique
discovery platform for developing targeted
covalent drugs that treat rare diseases

3 Head of Europe Strategic Transactions for a | Focus Group
multinational pharmaceutical company. He is
responsible for the acquisition and licensing
of drug programs or companies

4 Works at the corporate venture fund of a | Focus Group
pharmaceutical multinational company. He
covers all steps of the investment process for
this fund, and also serves as board observer
for the fund on the boards of recently
acquired companies.

5 Vice president of corporate development at | Focus Group
an entrepreneurial pharmaceutical company
with a large pipeline, based in the US, where
he has also served as a leader in business
development.

6 Associate  Director for Licensing and | Focus Group
Corporate  Development at European
pharmaceutical company

7 Head of Business Development for one of the | Focus Group
largest Pharmaceutical company in the world
8 CEO of a private, venture-backed therapeutic | Focus Group

discovery and development company
focused on novel antibodies for the
treatment of infectious disease and cancer.

A Member of the Board of Directors of the | Industrial Presentation,
Italian Association of Biotech contributed to the
understanding the main
features of the Italian Biotech
Industry

B President at a leading Italian pharmaceutical | Industrial Presentation,
company, with a business unit specialized in | contributed to the
R&D activities in the field of biotechnology. | understanding the main
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He served also as a President of the Italian
Association of Pharmaceutical Companies

features of the Italian Biotech
Industry

C Member and Coordinator of the business | Industrial Presentation,
division dedicated to Biotech industry and | contributed to the
companies at the Italian Branch of a leading | understanding the main
consultancy company. features of the Italian Biotech

Industry

AA Tenured Professor in  Chemical and | Developing and Reviewing
Pharmaceutical Synthesis at an Italian | Interview Protocol
Southern University. Member of the
Scientific Board of a Small Pharmaceutical
Company, to which it consulted since its
foundation.

AB Researcher in Pharmacology at an Italian | Developing and Reviewing
Northern University. Together with a | Interview Protocol
Tenured Professor of their Department,
founded an Academic Spin-off whose
purpose is to develop compounds to be sold
to pharmaceutical companies

AC Manager at a Canadian-based biotech | Reviewing and Testing
company.  Medical Doctor  with  a | Interview Protocol
specialization in pharmacology and an MBA.

The company he manages was founded with
the consulting of tenured professors from
leading European Universities

AD Tenured Professor in Management, with a | Selecting Case Studies
high number of publication on Italian Biotech | Reviewing Interview Protocol
Companies

AE Responsible for Investments at a Bioscience | Selecting Case Studies

Technology District, whose purpose is to
promote technical and scientific
collaboration between industry and research,
strengthen the competitiveness and visibility
of the bioscience sector at the international
level
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Table 2: People interviewed and/or people who provided relevant information during company
presentations and during participation to industry meetings. All of them were directly involved in the
foundation, management, financing of the five concerned case-studies.

ID Position

1 CEO at one of selected case study, with more than twenty years of experience as Executive for
pharma R&D activities in different multinational pharmaceutical companies. He may count on
an extensive global network in life-sciences.

2 Managing Director at a Corporate Venture Fund at an pharmaceutical established company.
Previously he served as a researcher and project manager for the company in two different

therapeutic areas. He served also as Business Development manager for another European

Company.

3 Co-founder and Chief Executive Officer of one of concerned case studies. He is also the
founder of another successful biotech start-up and served as Director of Biotechnology
Transfer at well-renowned Science Park.

4 Member of the Board of Directors at one of selected case study, promoted the founding of the
company and served as President and CEO.
5 Business Development Manager at one of selected case studies. Joined the company, after

some experience in academic research laboratories across Europe. After a Master in Business
Administration he moved to industry.

6 Executive with more than 25 years of experience in the pharmaceutical industry with a strong
scientific background. ID 6 served as a manager in several areas of management for four
multinational Companies including three FORTUNE 100 ones. At one of selected companies, ID
6 served as General Director.

7 General Manager and Member of the Board of Directors at a company listed to an European
Stock Exchange. Has over 30 years of experience in managing the economic aspects of product
development in the pharmaceutical industry.

8 Director of the Research Center, responsible for Technical Management and the coordination
of Medicinal Chemistry Projects. ID 8, with a proven experience in managing research projects,
has given relevant contribution to the development of the company.

9 Business Development Specialist, ID 9 is a key-person in promoting research platform activities
among new partners.

10 Tenured Professor and Dean at an Italian University. He promoted the founding of one of the
company to foster technological transfer.

11 Tenured Professor, founder of one of concerned case study. For a short period, ID 11 directly
managed the spin-off and then decided to stay within the Academia. Together with other
colleagues, ID 11 has actively contributed also to the founding of another Italian-based biotech
company.

12 Tenured Professor, founder, Chairman and CEO of one selected companies. ID 12 served also as
Scientific Director of the Scientific Institute where the company was spawned off; ID 12 held
positions as Director of Department, and Head of the Gene Therapy as well.
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Appendix C: Examples of matrixes prepared during preliminary data scanning and codes
used for Documents, transcription of Interviews and other audio-recorded materials (such as

corporate presentations, conferences speech, journalistic interviews)

Case Study Data Key Type of Info Key Words Spin-off Codes: Codes:
Information life stage (1 round) (Final)
Best in class Xis a private Unique channel General Strong Developm Range of Experiment
antagonist biopharmaceutical technology Information Expertise ent activities
company based on a platform. about the performed Quest for
unique channel Strong Expertise Company excellence
technology platform that in a certain
brings together strong therapeutic Imprinting
expertise on TRPs area area and Imprinted Pervasivene
and industrial Industrial Pattern ss
competences in research | competencesin
& development process R&D
applied to small
molecule therapeutics.
Best in class On January 2007 New Company Lead Evolution | Governance | Intervention
antagonist Best in class antagonist shareholders Financing investor into a of Activities of an
closed a € [omissis] Corporate company External
million Round, A Venture Learning Force to
financing with Y as lead Fund trough an drive the
investor and W SGR, Z External change
SGR as co-investors. Force
Park This location offers Type of Company Host Evolution Imprinted Imprinting
Molecule crucial advantages, relationships Network institution into a Pattern Pervasivene
allowing the company to company ss
complement its own Partnering Option Governance
R&D resources with the rights of activities Grounded
cutting-edge scientific, Experiment
technological and clinical Search for
resources of its host complemen
institution, also through tarities
its option right on
research results. Quest for
Novelty
Indications My company and its Internationaliza Company Shareholder | Developm | Governance | Intervention
for Rareness mother organization tion of the Management ent and of activities of an
have a lot of differences, company Patronal Growth External
even if they perform the Company Force to
same range of activities. New North- Financing Internationa Drive the
The mother company American | Learning Change
was typically Italian and Shareholders through
this one is not, even if we External Grounded
are located in Italy, our Forces Experiment
shareholders are mainly
foreigners, our
management is truly
international
149
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