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Abstract 

This thesis examines what role articulation capabilities play in new technology 

ventures' development of strategic plans and their effect upon resource flows, 

including flows from investors. Research was conducted using key-informant 

interviews with entrepreneurs, investors and industry experts. The results 

suggest that new technology ventures need a certain level of capabilities relating 

to their strategic plan before investors will engage with them. It is suggested that 

intentionally developing: these capabilities may prove beneficial to strategic plan. 

development and implementation, but are not without risk. Future research can 

delve further into exploring these capabilities and their impact upon the resource 

flows in new technology ventures. 
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Chapter 1 Introduction 

This thesis is about understanding the capabilities that a new technology venture 

uses to develop and implement their strategic plan. Furthermore, this thesis 

examines the relationship between these capabilities and the involvement of an 

investor. 

To succeed a venture needs to create and implement a strategic plan and, 'if 

necessary, convince internal and external agents about the nuances of the 

current strategic plan so that they may effectively contribute resources. It is 

suggested that the ability to implement the strategic plan is affected by the new 

technology venture's capabilities for verbalizing, codifying and assimilating 

information. However,.NTV's may have difficulty utilizing these capabilities, 

especially if inexperienced entrepreneurs lead the NTV. It is argued that 

competence in these three capabilities is a pre-requisite for the involvement of 

investors and offers benefits to an NTV in the form of organiztionaI flexibility and 

resource flows. 

This thesis examines how the capabilities involved in verbalizing strategic plans, 

codifying - strategic plans and assimilating feedback on strategic plans (known.s 

articulation capabilities) evolves in NTV's. The concept of articulation capabilities 

is built upon the work of Zollo and Winter (2002) and Sanchez and Heene (2002) 

who argue that verbalization, knowledge and feedback •are important 

organizational learning mechanisms that affect the development of organizational 

flexibility. Furthermore, this thesis examines how articulation capabilities and the 

relationship with outside investors co-evolve. 

Drawing on resource-based theory, dynamic capability concepts and strategic 

logic concepts this thesis argues that articulation capabilities have a generally 

positive impact uponthe overall flexibility of the venture. Furthermore, it is argud 
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that effectively developing articulation capabilities is an important step for 

securing resources from outsiders such as investors. Evidence suggests that 

many young NTV's face challenges developing these capabilities and any 

perceived articulation gap can be fatal to the involvement of investors. 

1.1 Theoretical Overview 

1.1.1 Strategic Resource Theory 

Firm-specific attributes, in relation to their environment, are the primary 

contributors to venture performance (Hansen and Wernerfelt; 1989)1. The• 

resource-based view (RBV) suggests a venture is a collection of interconnected 

resources and that the valuable and exclusive resources the venture can access 

are the source of competitive advantage (Penrose, 1959; Wernerfelt, 1984; Collis 

and Montegomery, 1995; Barney, 2001). A complimentary perspective to the 

RBV is the dynamic capabilities view of the venture, which suggests that the 

ability of a venture to sense opportunities and reconfigure their resources (more 

effectively than their competition) is a source of competitive advantage 

(Eisenhardt and Martin, 2000: Teece et al., 1997; Zollo and Winter, 2002). The 

reconfiguration is the result of new resources flowing-.into the venture (Dierickx. 

and COol, 1989). Expanding the RBV and the dynamic capabilities perspective is 

the view of Sanchez and Heene (2002) who present the concept of strategic logic 

to describe the processes that direct the venture's actions for acqufring and 

coordinating resourOes as a source of competitive advantage. 

Thus, one can postulate that competitive advantage in a venture is affcted by 1) 

the ability to access valuable, exclusive resources (RBV), 2) the ability to adapt. 

and reconfigure resources (dynamic capabilities), and 3) the strategic ideas and 

process that direct the acquisitions and cdordination.ibf resources in the 

venture (strategic logic). - 

1 Performahce being a concept that combines venture survival (remainin a going concern) with 
success (enjoying sustainable competitive advantage) (Chrisman et aL, 1998). 

.7 



Two important manifestations of the NTV's strategic logic are explored in this 

thesis, the strategic plan and articulation capabilities. The strategic plan is 

defined as the NTV's hypothesis about their current position and what actions are 

required to attain success in the future (Kaplan and Norton, 2001). Drawing on 

the work of Teece (2001), Sanchez and Heene (2002) and Zollo and Winter 

(2002) this thesis introduces the term 'articulation capabilities'. To understand 

Figure 1: Articulation Capabilities and the Relationship to the Strategic Plan 

Strategic Plan Development and Implementation 

Flows of data, resources and capabilities 

'Verbalization 

Capabilities 

Discussion between 
stakeholders 
regarding the 
strategic plan 

Results in: new 
proposals, 
challenging 
assumptions and a 
greater 
understanding of 
performanbe 
outcomes (Simons, 
1994; ZoIlo and 
Winter, 2002) 

+ 
Codification 

Capabilities. 

Codification of the 
strategic plan 

Results in: 
communication of 
the-strategic plan, 
makes assurhptions 
explicit (Zollo and 
Winter, 2002) 

• Feedback 

Capabilities 

Assimilation of 
information' 
regarding .venture 
performance and 
the environment. 

Results in: a 
perception of 
Strategic gaps 
(Zollo and Winter, 
2002) 

atticulaton capabilities one must realize they have three compcnents: 

1) strategic plan verbalization (referred to as Verbalization 

capabilities, i.e. ways for discussing the strategic plan) 
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2) strategic plan codification (referred to as codification capabilities, 

i.e. processes for writing down strategic plans) and 

3) strategic plan feedback (referred to as feedback capabilities, 

ways of assimilating information about strategic plan execution) 

1. 1.2 New Technoloqy Venture Theory 

NTV's are small organizationally simple ventures focused upon commercializing 

a product with a significant technological aspect (Andersen et at., 2001) that face 

the following challenges: 

.' Succeeding ih a dynamic environment filled with uncertainties (Sanchez 

and Heene, 2002) 

• Constructing resource bases that suit their future environment 

(Lichtenstein and Brush, 2001) 

• Leading a growing group of staff ( Flanks and Chandler, 1994) 

• Collaborating with outsiders (especially investors) to contribute their 

resources to the venture (Stone and Brush, 1996; Hadjimanolis, 2000) 

NTVs often require .cash from outside investors, particularly at the crucial early 

stages of the venture.'s development (Bygrave and Timmons, 1992; Bartlett, 

1999). An investor contributes finnciaI and, of particular interest to this thesis, 

intangible resources in exchange for shares in the venture. A considerable body 

of literature suggests that outsiders can positively affect the resdurces available 

to the NTV, their dynamic capabilities and their strategic logic (Bygrave and. 

Timmons, 1992; Robinson, 1982; Chrisman, et at, 2003). It is the contention of 

this thesis that outside investors are a potential source of assistance that 

provides capabilities and resources that directly affect the flexibility of the NTV 

and can indirectly affect the flexibility of the NTV by catalyzing the development 

of articulation capabilities. 
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1.2 The Need for Research  

The accumulation of resources and the development of dynamic capabilities can 

have a major and positive influence over the long-term survival of the firm (Teece 

et al., 1997; Chrisman et al, 2003). This is particularly the case for NTV's given 

the uncertain and dynamic environment with which they operate (Sanchez and 

Heene, 2002). As discussed above, early outside assistance can be a valuable 

contributor towards these aims, and financial investors are potentially one such 

early source of knowledge. However, the involvement of investors is partly 

contingent on the NTVs ability to articulate their strategic plan to the investor a.nd 

the ability of the NTV to develop and implement their strategic plan. 

This investigation has important implications for entrepreneurship and strategic 

management theory as it suggests that articulation capabilities affect the 

flexibility of a new venture and its resource flows. Organizational flexibility is 

perhaps the only pragmatic method by. which to reduce the risk of a forced exit in 

a dynamcenvronment laden with uncertainties (Sanchez and Heene, 2002). 

Articulation capabilities affect organizational flexibility and the implementation of 

the strategic plan by enhancing communication across organizational layers. 

Articulation capabilities also affect the perception of the NTV's legitimacy by 

investor.2 

To our knowledge there has been little research regarding the deliberate 

investments NTV's make in developing their capability to verbalize, codify and 

assimilate feedback on strategic plans. Furthermore, there has been little 

research about how articulation capabilities and the relationship with outside 

investors co-evolve. 

2 It  is not suggested that articulation capabilities are a primaly area for investors to e*amine when 
making their investment decision. In pur opinion, articulation capabilities are better thought of as 
a pre-requisite for investment consideration. 
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1.3 Research Objectives  

This thesis explores the dynamics of articulation capabilities based upon 

interviews with agents in the new technology venture industry. It follows a 

theory-building approach incorporating the approaches of Glazer and Strauss 

(1967), Yin (1993, 1994), Eisenhardt ( 1989b) and Schulz and Hofer (1999). The 

specific goal of this research study is to begin understand the real theoretical and 

managerial issues surrounding articulation capabilities and the new technology 

investment cycle. 

The goal is to understnd hov NTV's approach articulation capabilities for 

enhSnced venture performance and investor involvement. The following three 

questions summarize the research objectives of the study: 

1) What form do articulation capabilities take in NTV's? 

2) .What are the main factors that affect the emergence of articulation 

capabilities? 

3) What are the benefits (and the hazards) of developing articulation 

capabilities? 

1.4 Outline of Thesis  

Chapter 2 sets the theoretical foundation by presenting the NTV as a collection of 

resource stocks, resource flows, capabilities and strategic logic (Dierickx and 

Cool, 1989; Nelson .and Winter, 1982; .Teece et al. 1997; Sanchez and Heene, 

2002). Chapter 2 highlights the role of the strategic plan and articulation 

capabilities. . 

Chapter 3. discusses the NTV and the role of the investor. The chapter beg kis 

with a discussion of- the NTV and its growth, the kni,estor, and the investment 

cycle (i.e. the process of the NTV and investor developing an. equity-based 

alliance). These concepts are important as they affect the development of 
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articulation capabilities. The chapter suggests how investors and the NTV's 

articulation capabilities interact. 

Chapter 4 will review the research strategy. A key informant interview approach 

was used to assimilate qualitative data. The interview participants included three 

subject groups, five Entrepreneurs, two Investors and four Industry Experts. 

Chapter 5 presents the findings about articulation capabilities. Articulation 

capabilities are informal in. most of the.NTV's. interviewed for this project, 

although there were significant examples of formalized capabilities that should be 

studied further. The articulation capabilities are affected by the size of the. NTV, 

the experience of the entrepreneur and by the stage of investor involvement (i.e. 

the investment cycle). The development of articulation capabilities may present 

hazards to NTV such as a loss of flexibility ( in certain circumstances) and 

opportunity cost where the time/energy/money used intentionally developing 

articulation capabilities would better serve the NTV. in some other way. There 

were many useful aspects of articulation capabilities including ihe enhancement 

of organiational focus, communication across orgahizational layers and learning 

opportunities. 

Chapter 6 presents the analysis and conclusions. The theoretical implications, 

the implications for managerñent and suggested further research are presented. 

It is suggested thatarticulation capabilities are important to the performance of 

an NTV. Investors often view a lack of articulation capabilities as a fatal flaw, or 

at best a situation that needs to be addressed. 
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Chapter 2 Resources, Logic & Capabilities 

This chapter examines the NTV from the point of view of its resources and 

articulation capabilities. This perspective will provide a foundation for the 

chapters to follow. To achieve this goal this chapter incorporates resource based, 

dynamic capability and strategic logic theory. 

The NTV is defined as a coupled group of resources with a purpose of exploiting 

a technological opportunity (Wérenerfelt, 1984; Doyle, 1997; Barney 2001; 

Teece, 2001). NTV's exist in rapidly changing environments where the best 

approach to survival requires organizational flexibility (Sanchez and Heene, 

2002). It is proposed that the ability of the NTV to change the resources they can 

access is a source of competitive advantage (Dierickx and Cool, 1989; Teece, et 

al., 1997; Eisenhardt and Martin, 2000)..' Also of importance is the rocess.by 

which the NTV determines, how to change their resources, referred to as strategic 

logic (Sanchez and Heene, 2002). This,process includes the strategic plan, 

which is the NTV's hypothesis about their current .situation, their desired future 

situationand the actions required fdr success (Kap!ah and Norton, 2001).. The 

strategic plan is affected by the way the NTV verbalizes it, codifies it and collects 

feedback about it. Verbalization, codification 'and feedback 'are three 

capabilities that are suggested to have direct impact upon the resoUrce flows into 

an NTV throug.h the development and implementation of the strategic plan and 

thus affect the NTV's competitive advantage. 

2.1 Dynamic Environments  

One of the main, reasons why-flexibility is a crucial factor affecting the 

performance of an NW is the nature of the NTV's environment. Sanchez and 

Heene (2002, p. 71) summarized the-dynamic environment that faces many 

NTV's: 
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Dynamic environments are characterized by rapid 
technological changes, the frequent emergence of 

multiple (and often conflicting) market opportunities 
and threats, and resulting high levels of irreducible 

uncertainty about the long-term direction and extent 
of strategic change in the environment. These 

uncertainties may apply not just to future scenarios, 
but to present circumstances as well. Even current 

market needs and customer preferences may be unclear 

often forcing an organization to pursue rapidly 

changing market demands and opportunities. 

Due to the inherent strategic uncertainties the NTV must have the ability tobe 

strategically flexible in order to respond to chanes (Sanchez and Hèene, 2002)3. 

2.2 Resource Stocks and Flows  

A key concept to understanding the performance of a NTV is the concept of 

resources. The term 'reo.urce' is used in this thesis to describe anything tangible 

or intangible that is available and useful in helping a venture reach its objectives. 

According to Morecroft et al. (2002), resources can be firm specific (i.e. within the 

boundaries of the venture) or firm-addressable (They are accessible to the 

"enture but are beyond the venture's direct control). 

The 'stocks and flows' concepts explain how venture's accumulate resources. A 

stock of a resource is an existing inventory of that resource, which is easily 

accessible by a venture. A flow of a reource is an addition or a subtraction to 

the resource stocks of a venture. Choosing appropriate resource flows over a 

period of time accumulates resource stocks (Dierickx and Cool, 1989). Flows of 

resources can be adjusted instantaneously, whereas it takes a consistent pattern 

of resource flows to accumulate a desired. change in.strategic resource stocks 

(Dierkkx and Cool, 1989). The previous choices the NW has made affect the 

type of resource flows available and their cost, a concept known as path 

Performance is a term that embodies two constructs: survival (the venture remains a going 
concern) and success (the venture is enjoying cornpQtitive advantage) (chrisman et al., 1998).. 
The paper will refer to survival and success. individually when appropriate. 
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dependency (Teece, et al, 1997; Eisenhardt and Martin, 2000; Dierickx and Cool, 

1989). 

RBV theory suggests that superior venture performance is a result of more-or-

less exclusive access to a stock of unique, valuable resources (Wernerfelt, 1984; 

Barney, 1989). Ventures with strategically useful stocks of resources are more 

likely to sustain their advantage if competing ventures are disadvantaged by legal 

protection or inherent challenges in developing comparable resource stocks 

(Dierickx and Cool, 198 9)4 .  The venture will enjoy an extended competitive 

advantage if it is able to fruitfully redirect resôuces flows in order to create 

valuable new stocks faster and more effectively than its competitors (Eisenhardt 

and Martin, 2000). 

2.3 Strategic Logic  

A key concept to understanding resource flows is the concept of strategic logic 

(Sanchez and Heene, 2002) which describes the holistic rationale that a venture 

deploys as a means to coordinate their resources and capabilities in search of 

competitive advantage. Strategic Logic is a set of ideas that 'guides the cognitive 

processes of decision makers throughout all levels of the organization. These 

ideas find expression'in assimilating feedback arid adapting available resources 

within the management processes of an organization. The strategic logic of an 

organization includes all of.thè ideas that.influence decisioh makers that 

determine the composition of resource stocks and flows in the organization and 

the way in which the resources will be coordinated and used (Zollo and Winter, 

2002;Sanchez•and Heen, 2002). 

Strategic logic may vary widely between organization and within organizations as 

they nature.. ' .NTV's typically legin with strategic logic that is 'top-. 

Dierickx and Cool ( 1989) suggest tha.t time-compression diseconomies, asset mass efficiencies, 
inadequate asset interconnectedress and causal arñbiguity are barriers to competing ventures 
about how to develop comparable asset stocks 
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down' with the strategic logic being determined through a clear hierarchical 

structure (e.g. the entrepreneur)(See Figure 2). As the NTV grows and 

incorporates more actors the logic will change, as there are more agents with the 

authority to make strategic decisions (and more agents to understand decisions) 

are incorporated into the organization (Sanchez and Heene, 2002; Mintzberg, 

1985)(See Figure 3). 

Figure 2: Strategic Logic at TI 

Strategic 

Logic 

The 

Entrepreneur 

Figure 3 : Strategic Logic at T2 

The 

Investor(s) 

 \4 , A e/  
Strategic 

%Loqic   

O.ther 

Outsiders 

• The 

Staff 

The 

Entrepreneur 

Two organizational expressions of logic examined in this thesis re 1) the 

srtegic plan and 2) articulation capabilities. The strategic plan and articulation. 

capabilities are elements of strategic logic that affect the initiatives the NTV 

underfakes in implementation of strategy (See Figure 4). 
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Figure 4 : Strategic Logic and Articulation Capabilities 

'Stratégc Logic 

Codification 

Capabilities* 

Verbalizatidn 

Capabilities* 

Strategic Plan 

Feedback 

Capabilities* 

Environment 

Realized Strategic Plan 

* Articulation Capabilities 

2.4 Strateqic Plans  

A strategic plan is defined as the entrepreneur's hypothesis about the NTV's. 

strategic position including: 

• Resources, opportunities and skills available, 

.• Which:are most salient to acquire/develop, 

o Where the resources and capabilities will come from, 

• lnitiati'es required to leixecute given the understanding of the ebvii6nment, 

and how.thy will be used to achieve a lasting competitive advantage 

• (Chrisman et al., 1998; Schulz and Hofer, 1999; Eisenhrdt and Martin, 2000; 

• Kaplan and. Norton, 2001). 

17 



The strategic plan is an aspect of strategic logic (See Figure 4) that emerges 

from the cognitive capabilities of the venture's leadership and the information 

available to them. 

The intended plan of the NTV and the realized plan of the NTV are not the same 

thing (Mintzberg and Waters, 1985). The realized plan will may vary from the 

intended plan due to: 

• Poor implementation 

• More-or-less deliberate alteration based upon new strategic information 

• New acquisitions of resources 

• Changing environmental conditionS 

The strategic plan is dynamic and is continuously modified as new information is 

observed or when unforeseen events affect the NTV (Mintzberg and Waters, 

1985)(See Figure 5). 

Figure 5 : Types of Strategy 

Intended Strategy 

(What was planned) 

Poor 
Implementation 

Strategic Feedback 

Deliberate Strateqy  
110- Realized Strategy 

(What actually 

happened) 

>Unrealized Emergent 

Strategy Strategy 

Strategic 
Feedback 

Source: Adapted frdm Mintzberg, H. and Waters, J. ( 1985) •. I 

Research studies have suggested a positive relationship between the presence 

of strategic planning and venture performance. For example, Bracker and 

Pearson (1 986) found statistically significant financial performance differences 
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between small firms who were structured strategic planners and ventures who 

engaged in other categories of strategic planning (unstructured, intuitive, 

structured operational). Powell (1992b) examined performance in a 'planning 

equilibrium' economy (i.e everyone plans) and a 'planning dis-equilibrium' (only 

some plan) and found that only in dis-equilibrium economies did formal strategic 

planning have a relationship to financial performance. To our knowledge there is 

no study suggesting a negative correlation between strategic planning and 

performance. 

2.5 Articulation Capabilities  

The organizational capabilities. relevant to developing and implementing a 

strategic plan are referred to as articulation capabilities. Articulation capabilities 

include capabilities for verbalizing strategic plans; codifying strategic plans; and 

assimilating feedback related to the strategic plan. Articulation capabilities are 

concepts based mostly upon the work of Zollo and Winter (2002) and Sanchez 

and Heene (2002) in knowledge verbalization, knowledge codification and 

organizational learning. 

2.5.1 VrbaIjzatjon Capabilities 

Verbalization capabilities refer to explicit discussion of the strategic plan 

regarding key resources, initiatives and assumptions that underlie the strategic 

plan. This definition is consistent with Zbllo and Winter's (2002) concept of 

knowledge verbalization which is a cognitive effort more-or-less explicitly directed 

at understanding the causal mechanisms intervening between the actions 

required to execute a given task and the performance outcomes produced. 

Verbalization capabilities involve having leaders engage in. active dialogue with 

stakeholders regarding the strategy and strategic implementation of the venture. 

Verbaliation capabilities can be informal (i.e. a discussion around the watth 

cooler) or they can also be formal (i.e. facilitated strategic discussions). The 

.pacing of Verbalization capabilities can be facilitated by a perception of a 

strategic 'gap' and/or can be temporally based (Gersick, 1994). 
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Verbalization capabilities are important because they focus attention and 

dialogue throughout an organization, resulting in a process of challenging 

assumptions and debating strategic issues (Simon, 1994). By sharing individual 

and collective experiences and opinion through discussion with colleagues 

members of the NTV can facilitate the generation of new proposals and achieve 

a greater understanding of their actions and performance outcomes (Zollo and 

Winter, 2002). 

2.5.2 Codification Capabilities 

A codification capability refers to the explicit transcription of the strategic plan or 

of an aspect of the strategic plan. The creation of written documentation has 

been identified as a major factor in the formalization of the strategic planning 

activities in NTV's (Robinson and Pearce II, 1983). Zollo and Winter (2002) 

suggest that codification is a step beyond verbalization as codification incurs 

additional costs but also provides increased opportunities to learn about the 

strategic pin. Specific examples of the outputs of codification capabilities 

include the business plan, investment presentations and strategy maps. 

Codification capabilities affect the strateglO plan because they' facilitate the 

generation of new proposals as well as-the identification of the current strengths 

and weaknesses of the current plan (Zollo and Winter, 2002). Through 

codification capabilities one is forced to expose the logic of one's strategic 

hypothesis, reveal hidden assumptions and mkè causal linkages explicit (Zollo 

and Winter, 2002). Codification may reveal to outsidrs the nature of the 

assumptions the entrepreneur is not even aware of. Thus, codification can 

reveal the .limits of the NTV's knowledge and the sophisticatidn ôfthe 
entrepreneur.. 

Codification capabilities also communIcat the content of the plan between 

internal and external stakeholders: In most case the plan is not codified in an 
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NTV until the catalyst of the investment cycle (see Chapter 3) takes effect (Stone 

and Brush, 1996). 

2.5.3 Feedback Capabilities 

Feedback capabilities are the processes by which the NW gathers information 

about the implementation of the strategic plan. 

The purpose of internal feedback is to 1) measure performance; and if needed 2) 

adjust the strategic plan. Feedback provides a basis for understanding the 

dynamic resource system within NTV's (Môreci-oft, 2002). Feedbackp'ro'vides 

flows of information regarding the stocks, processes, purposes and goals of a 

venture. Internal feedback capabilities can be applied in four areas of an NTV 

(Arveson, 2002; Simons, 1994): 

1) Strategic feedback - Feedback around the performance of strategic 

initiatives'. This leads to an organizational learning system where the data 

collected provides information that can be used to assess the current 

strategy and the assumptions upon which it is based; 

2) Diagnostic feedback - Feedback around the NTV's internal operational 

performance. These provide feedback about the NW's health. They only 

drive action when the value fall oUtsidea normal control limit, hence, 

restoring performance towards the original strategic plan. 

3) Metrics feedback - Feedback around the choice of what to measure; and 

4) Methodology feedback -. Feedback around the measurement methods. 

A key output from feedback is the perception of an undesirable 'strategic gap'. 

2.5.4 Strateqic Gaps 

lnformatidn gathering and feedback activities shape the management's 

perception of strategic gaps. Perceived gaps may take the form of 1) the 

ventures cUrrent stock, of resources; 2) capabilities 3) the way resources'are 



used; and 4) the venture's overall strategic goals (Sanchez and Heene, 

2002). 

Internal feedback information flowing to an NTV's management is subject to 

increasing ambiguity as the origin of the data moves from tangible operational 

processes (i.e. machine yields, sales) to higher order intangible processes (i.e. 

the impact of a change in the strategic plan performance). Thus, understanding 

the cause-and-effect relationships and gaps between 'intangible' components of 

the venture can he extremely challenging (Sanchez and Hene, 2002).. 

2.5.5 Costs of Developinq Articulation Capabilities 

The development of articulation capabilities and the advantages they afford do 

not occur for free. The direct costs of developing these capabilities include the 

time, entrepreneurial attention and resources invested in the development of 

articulation capabilities. Indirect costs include the opportunity costs of the time, 

attention and resources plus the possible cost of 'misfire' (Executing the 

capability poorly and causing more harm than benefit) (Zbllo and Winter, 2002). 

2.6 Summary . 

Chapter 2 discussed how the environment that faces most NTVs is subject to. 

dynamic changes and irreducible uncertainties. In order to survive and succeed 

the NTV should be competent at responding to changing situations by 

reconfiguring themselves and their resource stocks. NTVs accomplish this 

largely by means of their strategic logic. One important aspect of strategic logic 

described. in this chapter. is the concept of the strategic plan, which refers to the 

NTV's hypothesis about what needs to be done given the understanding of their 

situation. The other aspect of strategic logic is the articulation capabilities, Which 

refer to the NT\J'sappoach towards: 1) articulating the strategic plan thereby 

facilitating discussion and understanding. 2) codifying the strategic plan thereby 

making assumptions explicit and 3) assimilating feedback relating to strategic 

issue, operatioril issues or measurement issues. The .approach to dvloping 
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articulation capabilities is important since there is a risk from opportunity costs 

and potential misfires that actually cause the NTV harm. 

Verbalization, codification and feedback efforts can produce an increased 

understanding of links between action and performance of an NTV. They can 

increase the understanding of the plan across organizational layers. Thus, these 

efforts can affect the flow of resources and NTV performance. 
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Chapter 3 NTVs & Investors 

Having established the role of resource accumulation, dynamic capabilities, 

strategic plans and articulation capabilities for organizational flexibility in the 

previous chapter, Chapter 3 will examine the New Technology Venture and the 

role of a key outside provider of resources, the investor. 

This chapter is divided int6fôur sections. It begins With a description of a model 

for the stages of growth for a NTV. It then explores how the strategic logic of the 

NTV is affected by growth and the involvement of more actors, the role of the 

investor, and finally the relationship between the NTV and the investor (i.e. the 

investment cycle). Understanding the dynamics of how an NTV grows and the 

relationship with investors is important for understanding how and why 

articulation capabilities evolve in NTV's. 

Chapter 3 suggests how articulation capabilities affect the ability of the NTV to 

attrabt the interest of the investor through the investment cycle. It also examines 

how the involvement of the investor can affect the development of.articulation 

capabilities in the NTV. 

.3.1 The New Technoloqy Venture (NTV)  

The NTV usually begins as a simple organization with a small group responsible 

for all activities (Hanks and Chandler, 1994; Stone and Brush, 1996; Andersen, 

2001). This goup is referred to in this thesisas the entrepreneur. 

3.1.1 The Entrepreneur 

In this thesis, the term entrepreneur refers to the lead. management of the NTV 

and can refer to a teamS as-well as an individual. The entrepreneur is a key agent 

in the strategic logic. They can control strategy directly by develoing the 
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strategic plan that evolves from the NTV's vision (Sanchez and Heene, 2002). 

The entrepreneur also affects the planning process indirectly by controlling how 

the plan is formulated, including the process by which it develops (Mintzberg and 

Waters, 1985). The entrepreneur affects the implementation of the plan through 

the management processes the NTV adopts to support the execution of the plan 

(Sanchez and Heene, 2002). The influence of the entrepreneur is particularly 

important to the NTV, since it is their role to shape the resource and capabilities 

of the NTV, its strategic plans, articulation capabilities and the resulting 

resources (Stone and Brush, 1.996). The resources related to the exploitation of 

technology consist mostly of the knowledge, expertise and .energy that resides 

within the entrepreneurs' heads (Doyle, 1997). 

3.1.2 The Growth of the NTV 

The NTV has several distinct phases of development that are important to 

discuss because the nature of the strategic logic (and the articulation capabilities) 

can be affected through growth. This thesis will use a four stage model for 

describing the NTV sugested by Hanks and Chandler (1994): 1) conception and 

development; 2) commercialization; 3) expansion, and 4) maturity. The following 

lists the keycorcepts of the stages as well as the author's suggested 

implication for articulation capabilities. 

3.1.2.1 Stage 1: Conception and Development 

At this stage the NTV is extremely small, it has informal organizational 

systems, and is fodused on R&D and product development (Hanks and 

Chandler, 1994; Andersen, 2001). All capabilities, including articulation 

capabilities, genera' ll'y are quite informal at this stage of the NTV's lifel 

31.2.2 Stage 2: Commercialization 

In this early growth period the issues facing the NTV revolve around the 

initial commercialization of their product and establishing an organizational 

structure for the NTV. 
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According to Hanks and Chandler (1994), it is at this phase where the 

NTV may begin to seek resources from outside investors. 

3.1.2.3 Stage 3: Expansion 

Assuming that the NTV has survived the first two stages, the NTV moves 

into the expansion stage, which is characterized by a dramatic increase in 

demand based upon market acceptance and the challenges of expansion 

(Hanks and Chandler, 1994). 

During the expansion phase the NTV's resource base expands and more 

sophisticated capbilities are needed to implement the activities relevant 

to the strategic plan (Mintzberg and Waters, 1985). 

3.1.2.4 Stage 4: Maturity 

Also known as the stability stage, its purpose is usually to increase the 

efficiency of the organization mostly through resource a!lodation versus 

acquisition. Ventures that have reachec this phase are beyond the scope 

of this thesis. However, articulation capabilities are still Important to the 

mature NTV f& questioning strategic assumptions, communicating 

strategic plans and for identifying strategic gaps. 

3.1.3 Strateqic Logic and Growth in the NTV 

The strategic logic in an NW can be indirectly affected by the stage of 

development of the NTV. In theearly-stages of existence, the NTV is typically 

exclusively directed by the entrepreneur's intentions (Stone and Biush, 196). In 

this context the formulator of the strategic plan is also the implementer of the 

strategic plan, and thus can react quickly to the demands of the environment 

(see Figure 2). Since the entrepreneur is both the formulator and the 

implementer of the strategic plan there is little need to explicitly specify or 
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articulate the nuances of the strategic plan (Mintzberg, 1985). As the NTV grows 

and more 'actors' become involved, (employees, suppliers, investors, directors 

etc.) the entrepreneur begins to lose some of the previously tight control they had 

over the mass of actors. Hence, the entrepreneurs can no longer be responsible 

for planning and implementing all the precise details of the NTV's strategic plan 

(see Figure 3). In order to strategically manage the NTV the entrepreneur 

establishes strategic processes within the NTV that allow the NTV to respond to 

the environment (Mintzberg, 1985).' Thus, as the NTV grows the entrepreneur 

requires articulation capabilities in order to develop the nuances.of the strategic 

plan for the growing number of actors involved with the organization and thern. 

resulting complexity. Evidence assimilated during the research phase suggests 

that articulation capabilities or lack thereof, can be a bottleneck affecting growth. 

The entrepreneur has a choice in how to develop the articulation capabilities that 

communicate and develop the strategic plan in the NTV. In many early NTV's. 

the strategic logic is 'top-down' emerging from the entrepreneur. Asth.e NTV 

grows larger the strategic logic may incorporate an empowered workforce with 

the authority to make decisions that may impact the strategic plan (Sanchez and 

Heene, 2002). 

In regards to codification capabilities, for many early NTV's the verbalization of 

the strategic plan does not develop into a precise codified document that outlines 

the vision of the entrepreneur's mind (Mintzberg, 1985). This situation often 

remains until the catalyst of the investment cycle takes effect (Stone and Brush, 

1996): Because in order to access reso.urces from beyond firm boundaries the 

NTV will need to communicate the nuances of their strategic.plan. 

3.2 The Investor 

NTV's in their early stages lack direct control over many resource flows, and 

often must depend upon others for access to strategic- resources (Stone and 
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Brush, 1996). They have little positive cash flow from operations-9 and are also 

faced with the expenses ('burn rate') to establish their resource bundles (i.e. to 

conduct R&D, to initiate production, to expand manufacturing, and to develop 

distribution channels, etc.) (Hanks and Chandler, 1994; Triantris, 2001; Bartlett, 

1999; Shepard et al., 2000). To ensure that the NTV has funds necessary to 

survive and develop their opportunity they may sell equity of the firm to external 

investors'. In essence, an equity-based alliance is formed with the investor to 

address the NT\J's vulnerable strategic positions by acquiring access to 

-resources (Eisenhardt and Schoonhoven 1996; Das, 2000). 

Bygrave and Timmons (1992) and Amit et al. ( 1998) argue that investors are a 

significant development vehicle that provides equity-based financing and 

intangible resources (such as experience, legitimacy or access to networks) to 

NTVs. The financing provided by investors is extraordinarily valuable to start-up 

firms, whose value is locked in growth options, and who produce too little cash 

flow or earnings to have internal capital at their disposal (Triantis, 2001). 

In many cases, investors are successful entrepreneurs, and possess tcit 

business acumen that has come throUgh their experiences within the field .* 

Specialized investors, -like'VCs and Angels, distinguish themselves from other 

finance providers through their aptitude for tolerating and managing the many 

risks associated with NTVs (Amit et al, 1998). 

There are two types of external Investors7 that are of inteestto many NTVs: 1) 

Angel Investors (hereinafter called Angels) and 2) Venture Capital Investors 

The main exception to this are ventures who operate a parallel service offering which provides 
revenue. For example, a software venture may have, revenue from consulting services, which 
could be used to fund product development. . . . 

6 This sale of equity usually happens more than once. Successful ventures are rarely developed 
in one round of investment (Bartlett, 1999). . 

An external investor is an investor not directly related to the venture. Internal investors include 
the Entrepreneur andthë Entrepreneur's family. 
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(hereinafter called VCs). A general comparison between Angels and VC's can be 

found in Table 1. 

Table 1: A Loose Contrast of Angels and Venture Capitalists 

Angels Venture Capitalists 
Representing Self Investors 
Responsibility Personal Fiduciary 
Stage of Investing Typically Early Typically Later 
ROI Sought —100% —50% 
Focus of Attention Entrepreneur and 

Vision 
Business plan and 
.probabilities 

Reasons for Investment Many One 
Term of Contract 
(Engagement) 

Esy Complex 

Due Diligence Amateur Professional 
Length of Investment Cycle Weks-Months Months-Years 
Source: Adapted from Ken Olsens presentation (2003) 

This thesis will use the collective term investors to refer to both Angels and VC's. 

The intangible resourcesand knowledge that investors provide is a potential 

catalyst for the development of flows of resources into ventures, which can affect 

the venture's performance (Bygrave and Timmons,. 1992; Amit et al., 1990b; 

Ohrisman e.t al, 1998). In addition to cash, the equity-based alliances between 

the NTV and an Investor can provide the NTV with numerous strategic resources 

including:. ' 

• Cash8, 

• Access to networks, 

• Specific venture-development skills such as assistance in obtaining 

additional rounds of financing', strategic planning, and operational 

planning, 

8 It should be remembered that, although cash is crucil to survival and for accessing other 
strategic assets, cash is itself not a unique.asset upon which sustainable competitive advantage 
can be based. 

This assistance in obtaining financing may come directly in the form of operational assistance in 
financing activities. It may also come indirectly in the form of increased legitimacy for the NTV 
(another Investor may-join an NTV based on the Investors the NTV has already attracted). 
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• Legitimacy that can affect strategic position, 

• Introducing new customers and suppliers, 

• Recruiting key employees, 

• Management recruitment, 

(Gorman and Sahlman, 1989; Bygrave and Timmons, 1992; Sahlman, 1994; 

Eisenhardt and Schoonhoven, 1996; Amit et al., 1998; Das, 2000). 

Investors are important agents to the growth of NTV's as they contribute key 

financial and intangible resources. The thesis now examines how investors and 

NTVs become involved in an alliance through the investment cycle. 

3.3 The Investment Cycle Between the NTV and the Investor 

According to Bygrave and Timmons (1992) and Fried and Hisrich ( 1994) the 

investment cycle is a four-step process, which this thesis has called the four Es: 

1) Establishing; 2) Evaluating; 3) Engaging; and 4) Exiting. Investors become 

primarily involved with NTV's in the last three stages; Evaluating (land II), 

Engaging and Exiting. The four processes are discussed below along with their 

relationship with the development of articulation capabilities. 

3.3.1 Stage 1: Establishinq: 

This stage is where the investor collects the money needed to invest in the NTVs 

of interest. For Angels, this is the accumulation of personal wealth. For VCs, it is 

the creation of a fund for which they are legally responsible for managing. The 

capital for the fund may come from institutional investors, wealthy families, 

governments, or pension funds to name but a few (Bygrave and Timmons, 1992). 

3.3.2 Staqe 2A: Evaluating/.  

This is where the investor screens out the NTV's that do not match the investor's 

basic criteria. . This is a .qick.screen that involves a minima! amount of time 

(Fried and Hisrich,1994). NTV's with sub-par articulation capabilities may be 

screened out at this point. 
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3.3.3 Stage 2B: Evaluating//: 

This is the first in-depth analysis of the proposal. Information assimilated by the 

investor is compared to the information provided by the entrepreneur's business 

plan. This phase of evaluation usually starts with a meeting of the entrepreneur 

and the investor. These meetings allow the investor to better understand the 

nuances of the proposal. It also provides an opportunity for the investor to further 

evaluate the entrepreneur. Further investigation may examine the entrepreneur's 

previous business relationships, formaLmrket studies, technical feasibility 

analysis, interviews with current and .potential customrs, pro-forma financial 

statements, and interviews with family members (Amit et al., ¶990b, Fried and 

Hisrich, 1994). 

This is the first phase where investors affect the development of articulation 

capabilities in the evaluation phase. by assessing the outputs of NTV's 

verbalization, codification and feedback capabilities. Investors require strategic 

plan verbalization and codification capabilities in order to assess the feasibility of 

involvement with the NTV. Usually the NTV must produce at least.ä business 

plan and an investment presentation. Evidence suggests that a perceiied deficit 

in the NTV's capabilities will usuallybe fatal to the investment 

3.3.4 Stage 3: Enqagfnq: 

Should the investor see potentIal value in the NTV then they negotiate the 

purchase of equity with the entrepreneur, thereby engaging in an equity-based 

alliance (Jarillo, 1989; Eisenhardt and Schoonhoven 1996; Das, 2000). In most 

cases, the investor receives a seat on the board of diredtors with their purchase 

of equity. From this board position .the investor ha the ability-to influence the 

strategic plan, contribute to the value-adding activities and monitor the 

performance of the NTV. Thus, the investor becomes involved in the 

management [ trategic logic] of the NTV to varying degrees. (Shlman, 1994; 

Amitetal., 1998). 
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During the engagement stage, the investor's relationship to the flow of the 

funding is based upon the entrepreneur's completion of 'milestones'. These are 

agreed upon goals, which are usually heavily influenced by the investor. For 

example, if an NTV requires $ 10 million dollars to completely commercialize their 

product, the investor may give the NTV $500,000 up front in order to complete 

the early prototype and to complete a business plan. Once these milestones 

haVe been achieved the investor may contribute another lump of money for the 

NTV to complete the next set of milestones, and so on.. By staging the 

investment th6 investor gathers new information about the NTV arid the 

environment, thus preserving the ability to abandon the NTV or alter the 

management should the risk increase too much (Salhman, 1994). 

In the engagement phase of the investment cycle investors directly affect 

articulation capabilities because they require information about the ongoing 

performance of the NTV. These reporting requirements help to catalyze the 

development of feedback capabilities in the NTV. 

Investors indirectly affect the emergence cif articulation capabilities by 

contributing resources.to an NTV that enlarge the resource-baeof the NTV and 

thus.the need for capabilities to communicate strategic plans and coordinate 

those resources towards strategic goals. 

In many NTV's the investor can contribute knowledge, which can directly affect 

the way that capabilities are executed in the NTV. 

• 3.3.5 Stage 4: Exit 

In order for the in'iestor to realize the value on their purchase of equity in the 

NTV they must be able to sel! that equity at a profit (otherwise known as 'exit'). 

In this situation information asymmetry (i.e. ignorance) is an issue. This is 

becaue the potential purchasers of the investor's equity can be uninformed 
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about the true value of the NTV, thus the equity may be difficult to re-sell (Amit et 

al., 1990a). This poor liquidity of the investor's equity is a source of risk (Fried 

and Hisrich, 1994). The NTV's articulation capabilities may impact upon this 

situation as well, however this topic goes beyond the scope of this thesis. 

This thesis suggests that the investor will indirectly evaluate the articulation 

capabilities in Evaluation phases I & II through the ability of the entrepreneur to 

create a logical and compelling business plan and through their ability to 

articulate a viable strategic hypothesis. 

During the engagement phase, the investor becomes involved with the strategic 

planning of the NTV, and thus affects the direction of the strategic routine 

development. In addition, the investor contributes resources. This can directly 

affect the development of articulation capabilities (i.e. through knowledge 

contribution and creation of milestones) and indirectly affect.the development of 

articulation capabilities (i.e. by contributing resourcesthat facilitate growth the 

NTV must develop articulation capabilities to manage growth and retain 

flexibility). 

• 3.4 Summary 

This chapter introduced the NTV/Entrepreneur and .the investor. TheN1V is a 

venture that faces a process of growing and acquiring an resource base from 

which successes can emerge. In their early lives, NTV's are focused upon 

identification and acquiring resources needed to offer a product. In their later 

stages of development, NTV's have acquired resources and capabilities and the 

NTV is focused upon the deployment and allocation of resources, as. well as 

identification and acquisition (Lichtensein and Brush, 2001). 

The entrepreneur is the leader(s) of the NTV, which is largely responsible for 
creating and implementing the strategic plan. As the NTV grows, it acquires 

resources that require new, capabilities to sUpport their use toward achievement 
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of the NTV's goals. Since the NTV has major expenses to cover before revenue 

can occur, they usually require outside financing from an investor. 

Investors are specialists in dealing with the risks associated with a new venture 

and have specialized resources and skills for implementing a successful 

enterprise. In addition, the investor is faced with the challenge of establishing a 

pool of money to invest. Therefore, the investor must enter a relationship with 

NTV's that they consider worthy. By engaging with these NTV, the investor is 

more likely to help the NTV survive and succeed, thereby increasing the chances 

of entering the exitirg stage, selling the equity that they purchased in the NTV.. 

The thesis will now turn to the empirical research as a means to provide some 

current insight into the dynamics of articulation capabilities within new technology 

ventures. 
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Chapter 4 Research 

In chapter 4 a detailed overview of the research strategy and methodology is 

presented. It provides an account of 1) how theory was developed; 2) how 

research was conducted; and 3) justifies the research methodology used to 

explore the research topic. 

The thesis researches three topics. 

1.. What do articulation capabilities look like in NTVs? 

2. What are factors that affect the emergence of articulation capabilities? 

3. . How do articulation capabilities affect NTV performance? 

This is an exploratory theory-building study whose purpose is to gain insights into 

the phenomenon that can be used in future research. The thesis is not designed 

to test propositions or test aparticular hypothesis. It is designed to enhance our 

current understanding of NTV behavior, particulrIy the phenomenon of 

articulation capabilities in NTVs. 

4.1.1 Overview of Research Design 

Research design outlines how a researcher will proceed with their study. A 

multiple key-informant interview approach is used to explore and enhance the 

current theory of the development of articulation capabilities in new technology 

ventures. The research design was conducted in four phases. 

In phase one a broad literature review identified the relevant factors that affect 

the strategic logic of the NTV, the resource perforrriance of.véntüres and. the 

nature of the NTV and investor relationship. Phase one also involved the initial 

development of the research protocol. In phase two the initial pilot study 'was 

conducted to refine the data assimilation procedures and case-study protocol. In 

phase three the remaining key informant interviews were conducted. The 
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purpose was to explore how NTVs develop their articulation capabilities and how 

they co-evolve with the involvement of an investor. In phase four the information 

assimilated in phase two and three was enfolded with the relevant literature and 

a theory of articulation capabilities in new technology ventures is then presented. 

4.2 Research Methodoloqv 

4.2.1 Phase One  

In phase one an in-depth review of the academic literature was conducted in the 

fields of resource-based view, dynamic capabilities, high-,technology 

entrepreneurship, balanced scorecard and strategic management. This literature 

review helped to create the theoretical foundation, the vocabulary for the theory-

building research and the initial research protocol. During the literature review 

the following sources of data were used: electronic library catalogues, electronic 

journals and references suggested by academic advisors. In 'addition, the 

proceedings of several relevant conferences and workshops (Banff Venture 

Forum, 2002; Ernst and Young Entrepreneurial Boot Camp, 2002 & 2003) led to 

insights that were incorporated into the-project. ThiB literature review and. 

workshops ld to the initial construction and refinement of the research protocol. 

The goal of this phase was to assess the current literature with respect to. 

organizational resources and theories of the firm, high-technology 

entrepreneurship, strategic management and the development of the research 

protocol. 

4.2.1.1 Research Protocol 

The research- protocol provides n overview of the project, specifies the fiOld 

procedures used for identifying interviewees (Including the pilot study site), 

assimilating data, and includes the questions and tools for ensuring the. 

systematic assimilation of evidence (Yin, 1994; Schulz atid Hofer, 1999). The 

criteria for interview electior can be found in table 3 and table 4. 
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Table 2 Criteria used for NTV selection 

1. The NTV must be easily accessible to the researcher. 

2. The NTV should be a start-up (i.e. in the conception and development, 

commercialization or expansion phases of growth). 

3. The NTV should be small enough so that the key leaders can be identified 

and interviewed. 

4. There should be willingness by the entrepreneur to talk about the NTV 

openly. 

5. The entrepreneur should possess some level. of entrepreneurial ability10. 

6. The NTV must be commercializing a technology-based product or service. 

Table 3 : Criteria used for Investor and Industry Expert selection 

1. The Investor/Expert must be easily accessible to the researcher. 

2. The Investor/Expert should be interested.in working with NTV in the' start-

up phases (i.e. in the conception and development, commercialization 'or 

expansion phases of growth). 

3. There should be willingness by the Investor/Expert to taIkabout the NTV 

openly. 

The key informant interview approach was' the primary research methodology for 

this projecit because of its flexibility in compiling information relating to the 

• strategic routine phenomenon within NTVs. In addition, the key informant 

interview approach was chosen 'because it was interactive with the participants 

and allowed our emergent theory of articulation capabilities to be closely linked to 

the qualitative data (Eisenhardt, 1989b). The, key informant interview protocol 

was developed in parallel with a literature review. The multiple key informant 

interview approach' focuses upon the dynamics present within several settings 

10 Theproxy for alility'was that all entrepreneurs (excpt COMPANY ) were legitimate enough 
to present at the Bnff Ventur,e Forum. 'The entrepreneur at COMPANY C was a. 'hired-gun CEO 
who had previous NTV leadership experience. 
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and provides multiple sources of evidence related to the research questions (Yin, 

1993; Tellis, 2002). 

The research began with an a-priori understanding of the objectives of the study 

and research questions and the range of inquiry was quite broad. Interviews are 

considered one of the most valuable data gathering techniques (Tellis, 2002). 

The flexibility of the open-ended interview questions allowed interviewees to 

elucidate their opinions regarding articulation capabilities in NTVs. Given the 

• exploratory nature of this project this research strategy is appropriate, because it 

• allows flexibility in exploring the emerging topic. 

The interviews initially consisted of three sections. The first focused on 

demographics of the interviewee and consisted of structured questions (e.g. 

'How many new ventures have you founded?'). The second sectiori consisted of 

open-ended questions focused upon the articulation capabilities in the NTV and 

their perceived usefulness for NTV performance and the investment cycle. The 

third-section was a series of Likert questions about articulation capabilities, based 

on an instrument. devèloped by Sapienza.and Gupta ( 1994). The interview 

protocol can be found in Appendix A. 

4.2.2 Phase Two 

The purpoe of phase two was to conduct a pilot study and refine the key 

informant intervieW protocol (Yin, 1994; Esenhardt, 1989b). The research, 

protocol was used to select the initial informant interview for the pilot study. It 

was important for the pilot study to examine a NTV that would provide an 

example of articulation capabilities and wbuld be accessible to the researcher. It 

was decided thatthe best NT\! for this purpose would be COMPANY F that was 

easily accessible and also a large NTV. COMPANY E 'also had significant 

involvement with VC's and was rated as one of the top' investment opportunities 

at a recent American Investment forum. For these reasons, COMPANY E was 

an appropriate choice for the pilot study. 

38' 



The third section was a series of likert-scale questions used to describe the 

interviewee's perception of articulation capabilities. After the pilot study the 

thesis evolved, and these questions were dropped, mainly due to time and 

reliability concerns. The remaining sections were also revised to make the 

instrument more succinct. 

The instrument used in phase two of the research has two sections. 

4.2.2.1 Research Instrument Section 1: Demographic section 

All interviewees were asked about their level of experience in founding NTVs, 

investing in NTVs and working in NTVs (none, 1, 2, more than 2). 

Investors were asked which stages of development were the NTVs they typically 

financed (Conception & development (i.e. seed), commercialization (i.e. early-

growth), expansion, (i.e. later-growth). 

Entrepreneurs were asked to describe: their business, the length .of time spent 

withtheir current venture, the number of staff in the NTV, and the next round of 

financing for the NTV (i.e. would the next round of outside investment be the first S 

round, second round, etc. Will it come from Angelsor Venture Capitalists? 

4.2.2.2 Research Section 2: Information on articulation capabilities 

The second sectidn explored the articUlation capabilities in NTVs.. These 

questions were posed to suit the perspective of the interviewee, the phrasing of 

the questions would vary between an entrepreneur, investor and industry expert. 

The research asked these questions: 

What are devices and capabilities for describing strategic plans to internal 

agents (example: executive leadership, employees, Board of Directors)? 



• What are devices and capabilities for describing strategic plans to external 

agents (example: potential investors)? 

• What are capabilities for linking strategic objectives in a cause-and-effect 

format? 

• How do NTVs review their strategy and assimilate feedback? 

• What are examples of explicit documentation used to codify the strategic 

plan (other than the business plan)? 

• How regular and formal are strategic planning neetings? 

• How does the strategic planning process (including articulation. 

capabilities) impact the ability to get financing? 

• How has (will) the involvement of investors change the NTV's articulation 

capabilities? 

4.2.3 Phase Three: Data Collection  

In phase 3 the rèt of the subjects were intervieied. The purpose of additional 

subjects is to gain a greater understanding of the phenomena of articulation 

capabilities. Investors and industry experts were included in the study to provide 

a diverse viewpoint on the emergence of atic.ulation capabilities in NTVs. By 

incorporating subjects from different points of view the validity of the finding was 

to be increased through triangulation (Eisenhardt, 1989b). 

Subjects were contacted in person, by phone or through e-mail and asked if they 

wished to participate in an MBA-thesis study. Subjects could participate in face-

to-face interview or telephone interviews. Previous to the formal interviewing, the 

researcher explained the general.topic that was to be explored. In order to avoid 

confusion the interviewer provided key definitions of some constructs, such as 

strategic planning, articulation capabilities etc. Each, interviewee was asked if the 

interview could be transcribed for further analysis, to which all subjects agreed. 

Before tha interview commenced subjects were iriformed about the ethical 

protocols of the study. Subjects in personal interviews were given an ethics form 
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to complete, subjects interviewed over the phone were read the pertinent ethical 

topics and asked for their verbal agreement. 

Occasionally, interviewees provided an artifact that demonstrated an aspect of 

the NTV's articulation capabilities. These artifacts provide a rich source of data 

for further research and were examined (albeit briefly) with the current 

methodology. The thesis utilized qualitative data collection methods, combining 

interviews and occasional opportunistic observations as suggested by Eisenhardt 

(1989b).. 

4.2.4 Phase Four 

Analyzing data is the heart of developing theory (Eisenhardt, 1989b). Our 

analysis involved a detailed analysis of each NTV, investor and industry expert 

interview and its purpose was to familiarize the researcher with the data and 

provide preliminary theory generation. 

Each interview was transcribed and the findings were analyzed as suggested by 

Eisenbardt (1989b). This allowed detailed between-interview comparisons to be 

made. This synthesized the empirical and the theoretical findings to develop a 

richer understanding of the phencimenon. under study. 

For each interview, the researcher took note of comments relating to articulation 

capabilities. This highlighted articulation concepts such as; how these 

capabilities develop, what do articulation capabilities look like in NTVs and what 

are the hazards and benefits of articulation capabilities for NTVs.. 

4.3 Subjects .. 

Selection of participants is a crucjal aspect. in developing a theory. An 

appropriate population will attempt to contrOl for extraneous variation and thereby 

definé the limits for generalizing the findings to a greater population (Eisenhardt, 

198.9b).' When choosing cases for the theory-developing research theoretical 
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sampling is considered an appropriate approach (i.e. samples are chosen for 

theoretical versus statistical reasons). The cases were chosen for their expertise 

in the field and ability to extend the theory on articulation capabilities and 

resource flows in NTVs (Yin, 1994). 

There were a total of 11 interviews conducted (5 Entrepreneurs, 2 Investors and 

4 Industry Experts). Interviews were conducted between Nov. 15, 2002 and Jan. 

21 2003. All interviews were scheduled to last 45 minutes, and only two were 

cut short due to time constraints. Interviews were conducted either at the 

environment of the interviewees' choice or over the telephone. All interviewees' 

contacted in person signed a consent fom. All interviews conducted over the 

telephone were read the ethics form and provided verbal agreement. All 

interviews were recorded so that data could be re-analyzed at a later date. A 

copy of the consent form can be found in Appendix B. 

Cases were placed into three groups: 1) entrepreneurs/NTVs, 2) investor's and 

3) industry experts. By assimilating data from individuals with different 

perspectives on the NTVs articulation capabilities our researbh were triangulated 

which affects the validity of our findings (Eisenhardt, 1989b, Yin, 1993; Tellis, 

2002). The entrepreneurs give an internal viewpoint of their specific NTV, while 

the investors and industry experts gave an external viewpoint about NTVs. 

The three categories bhosen for the subjects are only reflective of their current 

activities. Most subjects had experience from another perspective, for example 

an investor could have been involved as an entrepreneur in. previous years, the 

industry expert could have entrepreneurial and investment experience etc. An 

investor by definition is' an industry expert. Thus the categories of-subjects are 

not mutually exclusive, which is acceptable for this thesis because the purpose of 

this thesis is not to contrast the different viewpoints, but to include them to 

provide the most complete picture of articulation capabilities possible. 
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4.3.1 Entrepreneurs/NTVs 

Entrepreneurs that were chosen for this research were considered key sources 

of resources and capabilities in the NTV. Their attitude towards developing 

articulation capabilities will be crucial in determining the trajectory of future 

articulation capability development (Sanchez and Heene, 2002). The insights of 

entrepreneurs were considered extremely important to the understanding of the 

emergnce of articulation capabilities. 

As previously mentioned the samples for this study were chosen to maximize the 

learning opportunities a)ailable in the thesis. The entrepreneurs were all 

experienced entrepreneurs who had started at least one venture before their 

current NTV. It was expected that inexperienced entrepreneurs would pay little 

attention to articulation capabilities and thus contribute little to the development 

of theory relating to the development of articulation capabilities. 

The stage of a NTV's development is a construct that should affect the 

emergence of articulation capabilities, thus the sample included NTVs that were 

at different stages of the development continuum, with the exception of the 

mature stage f.development. By choosing NTVs from different stages of gówth 

so we aimed to explore a wide variety of articulation capabilities. 

The role of outside financing is considered an important construct in the 

emergence of articulation capabilities. Every NTV in our sample had reached a 

phase where they had presented their strategic plans to investors (i.e. they were 

at least in the evaluation phase). Thus, all of the NTV's possessed articulation 

capabilities sufficient enough to enter into the evaluation phase of the investment 

cycle (See Chapter 3). Some of the NTV's (COMPANY E, COMPANY C, 

COMPANY B) had reached the:engagement phase of the investment phase. 

Two NTV's (COMPANY b, COMPANY A) had no outside financing. 
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Table 4: Entrepreneurs 

Interviewee 

Position 

Company 

Name 
Investor Involvement 

Number of 

Employees 
Date of Interview 

CEO 
COMPANY 

A 
No 12 Nov. 22, 2002 

CEO 
COMPANY 

B 
Yes: Angel 14 Nov. 28, 2002 

CEO 
COMPANY 

C Yes: Angel 21 Dec. 09, 2002 

CEO 
COMPANY 

. No . 27 Dec. 27, 2002 

CTO 
COMPANY 

E 
Yes: VC 3 rounds 120 Nov. 15, 2002 

4.3.2 Investors 

Investors were examined, because they are a direct provider of tangible and 

intangible resources for the NT\/. They indirectly act as catalysts affecting the 

development of articulation capabilities in many NTVs.. 

Investors directly or indirectly assess the artibulation capabilities of the NTV 

when making an investment decision. Investors dis'tiriguish themselves frbm 

other financial providers with their ability to deal with the dynamic high-

technology investment environment and the challenges-of an 'immature? NW. 

Investors typically have some in-depth knowledge of the environment of the 

NTVs, which is important for understanding the value-proposition of the NTV"s 

offering and the proper path to commercialization and have specialized - 

knowledge in evaluating and working with NTVs. in these early stages Amit et al, 

1998). 

Investors were chosen if they were currently or recently involved with investing in 

NTV's (see Table 2 for criteria). Investment could be a§ an Angel or as a 

General partner in a Venture Capital fund. Within the investor category, we 

interviewed four investors that are involved with investing in.Alberta .NTVs. . While 
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some of the investor's were currently not active general partners (i.e. they were 

not currently seeking investment opportunities) they all had multiple experienced 

investing and working with NTVs. The industry specialization of the investors 

was not assessed in this study because 1) the potential sample group accessible 

to the researcher was modest 2) the construct of industry and its influence on the 

emergence of articulation capabilities was not within the scope of this thesis. 

4.3.3 Industn,' Experts 

Industry experts were chosen because their expertise involves facilitating the 

growth of Ihe NTV, and in many cases act as a key source of resources such as 

knowledge (Chrisman, et al., 2003). The industry experts that were interviewed 

worked primarily with conception & development phase NTV's. This provided 

valuable insights because the industry experts were involved with the NTV while 

the articulation capabilities were just beginning to form. Industry experts were 

considered relevant to this study because they assist the NTV in preparing for 

investment. 

Table 5 : Investors and Industry Experts 

Description Date of Interview 

Expert A Dec. 10, 2002 

ExpertB Nov. 27, 2002 

Expert C Jan. 21, 2003 

Expert D Jan. 08, 2003 

Expert E Jan. 18, 2003 

Investor A Jan 09, 2003 

Investor B Dec. 11, 2002 

• 4.4 Summary 

The credibility of the results and the inductive theory that will result from this 

project are related to the research strategyand the methodology used.. This' 

study used an exploratory key informant interviews approach with multiple 

subject groups, each with a valid perspective on the phenomenon of articulation 

• capabilities inNTV's. 
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The research was divided into four phases. The first phase involved a literature 

review to develop an understanding of relevant theory for the construction of a 

research protocol. The second phase involved conducting a pilot study to test 

the research protocol, which turned out to be suitable for this thesis after minor 

revisions. Phase three involved conducting multiple key informant interviews for 

the assimilation of data relating to articulation capabilities in NTV's. Phase four 

involved analyzing the findings and evaluating the findings with our current 

understanding of the literature. 

The subjects in this study were from three groups, entrepreneurs, investors and 

industry experts. By assimilating data from these perspectives, it was believed 

that triangulation increased the validity of our findings. Subjects were 

interviewed using a semi-structured interview format. 

We believe that the building a theory of articulation capabilities in NTVs from 

case studies is an appropriate research approach because: 

• It provides description of phenomenon 

• It is appropiate for developing theory 

•. It allows an iterative comparison between literature, qualitative data and 

emerging theory 

• It allows examination of phenomenon in several settings 

Through this strategy this project generated some interesting findings to our 

research questions, which are the foundations for our conclusions and 

recommendations in chapter six. 
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Chapter 5 Findings 
Chapter 5 presents the findings from the research conducted in this thesis. The 

findings are grouped together in three sections related to the three main areas of 

inquiry: 

1. What do articulation capabilities look like in NTV's? 

2. What are factors affecting articulation capabilities? and 

3. What are the hazards and benefits of articulation capabilities for NTV's? 

Six key concepts were found that described articulation capabilities in NTV's. 

1) In early NTV's the entrepreneur largely directs the articulation capabilities. 

However, as the NTV grows and more agents become involved (such as 

employees and investors) the articulation capabilities change in nature. 

2) Verbalization capabilities are generally conducted informally, although 

formal temporally driven planning sessions were common. 

3) The development of codification capabilities were catalyzed by the NTV' 

need to access outside resources. 

4) It was common to find codification capabilities used to support the 

strategic planning process. 

5) Feedback capabilities are simple outcome based processes. 

6) The board of directors. and investors are important sources of information 

relating to feedback capabilities. 

It was found That there were three factors affecting the development of 

articulation capabilities: 

1) The size of the NTV.- as. the NTV grows it has more resources to apply to 

articulation capabilities. In addition, the acquisition of resources can drive 

the need for articulation capabilities. 

2) The experiences of the entrepreneur. . 
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3) The involvement of investors, in the evaluation phase the investor 

indirectly affects articulation capabilities while in the engagement phase 

the effect is direct. 

There are two hazards and four benefits that the interviews suggested were 

relevant to NTV's. The main hazards were: 

1) Codification efforts may cause the entrepreneur to hesitate 

changing their strategic plans, due to the sunk costs associated 

with codification, 

2) The purposeful development of articulation capabilities could utilize 

energy that could be better used to develop other capabilities. 

The main benefits associated with the development of articulation capabilities 

include: 

1) Enhanced strategic focus through the visualization of opportunities 

2) Ability to communicate the strategic plan across organizational 

layers 

3) A sirñple codification capabilities can be used to cost-effectively 

update the NTV's business plan 

4) Building -experience and capabilities 

5.1 Articulation Capabilities  

Articulation capabilities are defined as the NTV's approach to strategic plan 

articulation, codification and feedback. This section focuses upon describing 

articulation capabilities in NTV's. It describes how the articulation capabilities 

begin as centralized within the entrepreneur and expand as the NT\J' grows. This 

ection then explores what verbalization capabilities, codification capabilities and 

feedback capabilities look like. 
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5.1 . 1 Verbalization Capabilities 

Verbalization capabilities refer to the NTV's capabilities for discussing the 

strategic plan, for example strategic planning meetings. This definition is 

consistent with Zollo and Winter's (2002) concept of knowledge articulation, 

defined as a cognitive effort more or less explicitly directed at understanding the 

causal mechanisms intervening between the actions required to execute a given 

task and the performance outcomes produced. 

In the smaller NTV's we found that the verbalization capabilities were largely 

informal in their regularity and. formality. It seemed that the articulation process 

was often initiated by a perceived cries or perceived 'strategic gap' (see Chapter 

2), although many NTV's had some type of regular strategic planning meeting: 

[Strategic development] It's not very concrete or 

planned. There is no real process... It's not like we 
sit down and say 'hey w need to strategize'. (COMPANY 

Whenever we hit a milestone or we start to waffle a 

little bit we get the group togethr tp strategize... 
And other than that, we have monthly meetings with the 
extended management... it's not formal like " Once a year 

we nail down the vision and twice a year we nail .down 

the strategy and every month we visit our tactics" 
It's a much more fluid process but all the elements 
are there: (COMPANY 2) 

The senior management team meetsdaily. What we dois 

have weekly meetings, with the entire cohpany. So all 

21 of us get together in our small little board room 
and we discuss the direction of the company for this 

month, the things that we need to accomplish.., we ai'e 
aking the stratgv from something that is very long-

term to something that is very bite sized something 
they can absorb. (COMPANY C) 

• Verbalization capabilities were predominately informal but became more 

formalized as the NTV grew. It seemed that the verbalization activities are both 

crisis driven and in some NTV's temporally driven. Generally, the strategic 
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verbalization capabilities were fluid but regular strategic articulation meetings 

with the top-level executives at the NTV were common. 

5.1.2 Codification Capabilities 

Codification abilities refer to creating explicit documentation of the strategic plan 

or sub-aspects of the strategic plan. This includes the NTV's business plan, but 

also includes supplemental strategic documents, such as a marketing plan. 

Industry Expert interviewees suggest that codification capabilities are rare in 

early NTV's. It was found that in many cases that a NTV begins a codification 

routine in order to acquire access to outside resources, whiëh is consistent with 

Stone and Brush ( 1996): 

Successful companies are driven by one founder who is 
basically processing everything in their head and may, 
or may noi., create a document. Usually what will 
trigger the development of an outside document is the 
need for outside funding. So what triggers the capture 
of the strategicplan onto paper is... ' I need mohey.' 
(:rndus try Expert C) 

Our in and observational data suggest that many NTV's had formalized 

codification capabilities for certain aspects of their operations, for example-linking 

marketing and prod uctdevelopment. They were less formal that the business 

plan as they were generally for internal purposes only. 

I have a document called the business opportunity 
roadmap (.BOR). The BOR is what I continuously update, 
but it is founded.from those original meetings, which 
are what do we want to be when we grow up? We set our 
vision a those rñeetings: what are we good at,. where 

should we be going, where . can we make a difference in 
the world? And from that we look to see strategically 
what Will it take to get us to the vision ... each of 
those [initiatives], becomes a box on this map, and 
each box... gets a technical assessment ... and an 
assessment on how much the initiative will increase 
our sales... then ec.h of those rboxes] 'becomes a 
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business opportunity that we will decide whether to 
move ahead with the opportunity or not. (COMPANY B) 

We do have a top-level vision of where the technology 

is going that is documented. We do have planning 

documents in terms of the implementation of other 

technology... We have account plans and market segment 

plans that talk about the various tactics and 

strategies for taking over various segments. Are they 

all tightly linked together? No. We have a business 

plan that pretty poorly reflects upon all of that. 
(COMPANY E) 

We have different areas of the business client 

services, finance, marketing, sales.., with strategic 

plans that are all separate from each other. We have 

a process for linking them together towards the common 

vision, we have two people that put them all together 

into one document. That one document is then used to 
update the business plan. (COMPANY D) 

The outputs from these codification capabilities served various purposes, from a 

visualization tool to keep strategic focus, to a tool to communicate strategic plans 

to investors, and as a tool that is used to update the business plan. 

5.1.2:1 Clarity of Codification 

Interviews with Industry experts and investors demonstrate the importance of 

succinct outputs from codification capabilities in NTV's. Clarity is highly sought 

after by investors and may affect the perceived legitimacy of the NTV: 

your .overall vision should be described with a 

template. You should have the 1-3 objectives of the 

company there and a 1-pager could describe how we are 

doing to get there and the business plan goes into 

detail about ho.w we are going to get there. (Investor 
B) 

A good business plan will show you a flow of logic 

from "here is a statement of our industry and our 

offering" to "here is oiirposition". If they can't 
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show that, and they may not have one, or can't 

articulate it, either one of those is fatal in the 
investment decision. (Industry Expert B) 

There is a probably a direct relationship between the 

level of experience and how much you are looking for 

Entrepreneurs to be able to articulate. And with 

experience Entrepreneur's don't go into writing an 
elaborate business plan. The inexperienced 

Entrepreneur will write an elaborate plan that is full 

of bull. . A good BP can be 2-3 pages. (Investor A) 

The codification of strategic-plans is catalyzed by the need for outside resources. 

For an inexperienced Entrepreneur the need for investment is usually the first 

time they codify their strategic plan in the form of a business plan. For young 

NTV's the codification capabilities are typically undeveloped. 

It was common to find supplemental documents for codifying aspects of the 

strategic plan. These sipplernental documents would relate to 'manyareas of the 

NTV and serve a wide range of purposes. Investors and industry experts 

suggested that having succinct outputs from codification capabilities is highly 

desirable. 

5.1.3 Feedback Capabilities 

Feedback capabilities are activities for collecting information relevant to the 

NTV's intended strategic plan. Information gathered from feedback is an 

important factor in organizational learning and emergent strategy. In this section 

we explore the importance of feedback capabilities, their nature, metrics and the 

way thatthey change as the NTV grows. 

-The interviews also highlight thafthe feedback mechanisms available to NTV's 

are typically very simple outcome-type measures. It seems that some of the 

desired outcomes are not cost-effective to measure, and in such cases the inputs 

are the best proxy. It is recognized by a NTV that the feedback process in a. NTV 

is fairly simple, but will increase in complexity as they grow.. 

52 



Entrepreneur and industry expert interviewees emphasize the need to have 

feedback capabilities aligned to the drivers of NTV performance. 

[The keys to measuring performance are] What are the 
key elements that need to be in place for us to 
succeed? And how are we going to know [measure] 

whether we are making progress on them? ... People tend 
to measure the outcome, which is much easier to 

measure than the activity... If the key element of 
success is that we have to have three customers in 
three key areas how will we know? We will have 3 

signed contracts: But if the key success factor is 
general, market .awareness, that is a tough one, and if 
nothing else we can tell which activities we have 

spent our energy in, and whether they were in the 
right areas. (Industry Expert C) 

[How do you measure performance?] Simple results, if 

you can attract people, customers and capital then you 
are probably headed in the right dire'ction. These are 
the simplest and most direct Piay of knowing whether 

you are.getting anywhere. (Industry Expert E) 

Knowing if we meet our sales goals is one way. Same 
with development, we need to have this done by this 

date, with development something always crops up, 
sometimes things take longer, sometimes shorter. 
There are no formal ,deadlines, no big whiteboard, 

where we say this must be done by this date. (COMPANY 
A) 

At the stage we -are at it depends upon timelines. We 
haye a plan. Certain things needs to be done... and 

there are cdrtain'dates 'by this date we expect to 

have this many deals or this marketing program or new 
website'. It is pretty simple for us to measure... it's 
a lot easier and 'more tangible than I think it will be 
when we out there with all of these tools on the open 

market. Then it is going to be a lot tougher. 
[currently] we,can meet on a weekly basis and get 
reports from everybody Io see how they are doing...is 

going to get a lot more difficult as we grow. (COMPANY 
D) 
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5.1.3.1 Sources of Feedback 

These two NTV interviews discuss how the perceptions of customers are a prime 

source of feedback information. These quotes suggest that the resources 

available to the NTV affect the nature of the feedback that they can acquire: 

We base our formal plans on talking to customers, then 
getting an intuitive gut feel from that (COMPANY A) 

We do a lot of'mea.s'uring we a'lsc have external 

consultants that measure thins like our analyst 
reactions so we can in fact, see how ii2du.try analysts, 
financial anal ysts are perceiving us. We have run 
studies on how customers perceive our product, not 

just in terms of raw perception, but also in terms of 
conjoint analysis. (COMPANY E) 

Another source of information for feedback is the Board of Directors, although 

one interviewee believes that the importance of the Board of Directors is over-

estimated: 

We sit down at our .Bdard of Directors meeting every 

month to assess the progress of the company and make 

recommendation about how we think we need to adjust 
the strategy and/or the execution of that strategy in 
the short te±'m. 'So' we are.'., generating ideas 

internally and then throwing those' ideas back at the 
DOD to get a reality check on them (COMPANY C). 

I guess in the younger start-ups they need a lot more 
help setting strategy and monitoring to follow, that 

up. I find that when you have a CEO or management 

team that knows what they are doing they are setting 

the strategy and the DOD is more of,a sounding board. 

He [the CEO] comes to the board and says ' this is where 

I am going this is what I see out there (I.nvestorB). 

forget the whole board thing ... issues, are always 

decided before you. go, into the DOD meeting, there is 

no votes at a DOD meeting it is all consensus, built. 

No one ever votes to blocka 'vote, by the time it goes 

to a vote it is either unanimous or it isn't. If it 
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isn't then you have more trouble than you did than 

before the vote. (Industry Expert A) 

5.1.4 Summary 

Assimilating feedback properly requires that feedback is being collected properly. 

Feedback is needed in the areas related to key success drivers. Performance 

measurement in NTV is typically outcome based and is related to the 

accomplishment of milestones, very simple and easy to measure. As the NTV 

grows and acquires more resources they may develop more intricate and 

abstract feedback capabilities. For exam ple.COMPANY.E, resource bundles 

alloed them to collect feedback from sources such as. market analysts. 

COMPANY D understood that as they growcollecting strategic feedback will 

create new challenges. Developing feedback capabilities is an iterative process; 

crude or absent feedback measures are replaced as the NTV gains more insights 

and resources. 

For all NTV's examined the customers and outsiders (Investors and the Board of 

Directors) were a key source of information and feedback. The following table 

summarizes the key concepts described in this section. 

Table 6 : Descriptions Of Articulation Capabilities 

Components 
.of Articulation 
capabilities: 

. Entrepreneurs 
. 

Investors 
Industry .Experts 

-In some there is no deliberate 
process for strategizing 

. 

-When they realize they are starting 
to wander (i.e. identify a. strategic 

Articulation gap) they get together and 
Capabilities. strategize . . . 

 some  regular meeting schedule. 

-Some have daily meetings with 
managemert and weekly meetings 
with the entire company. All have 

 some  regular meeting schedule. 

. . . 

. 
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- One codification capability 
created a document that mapped 
and assessed the strategic 
opportunities available to the NTV 
- Another codification capability 

- Young NTV's rarely engage in 
codification 
-Codification seems to be common just 

Codification assessed the activities of the prior to investment 

Capabilities divisions within the NTV but was not 
used to 

- The more succinct the outputs from 
codification the better update the business plan. 

- Another codification capability - Succinct codification may affect the 
NTV's created strategic plans for different 

areas and linked them to the 
business plan 

perceived legitimacy in the eyes  
of investors 

- It is important to measure progress in 
- Measurement of sales targets is the areas that are crucial for success 
one way to measure perfqrmance 

- It is challenging to measure the 
- Feedback is collected in yoUng outputs of som6 activities 

Feedback NTv:s by the measurement of goals 
- Performance is measured by. the 

Capabilities - Performance measurement will be achievement of goals 
more difficult as the NTV grow 

- When you have an experienced 
- The BOD is an important source of entrepreneur the BOD is a sounding 
information/validation for the board. 
strategic plan 

- The BOD does not typically affect the 
direction of strategy 

5.2 Development of Articulation Capabilities 

The research suggests that there are three constructs that affect the way that 

articulation capabilities emerge in NTV's: 

1. The size of the NTV, 

2. The experiences of the entrepreneur and, 

3. The involvement of investors in the evaluation phase and engagement 

phase 

These three constructs are not exhaustive. However, the research suggests they 

are significant factors affecting the development of articulation capabilities in. 

NTV's. 

5.2.1 TheSizeoftheNTV 

In the research there seemed to be a relationship between the size of the venture 

(as measured .by number of employees, which can be used .as a proxy for 
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resources available to the NTV) and the sophistication of the articulation 

capabilities. 

Some industry expert interviews suggested that articulation capabilities were very 

undeveloped in early NTV's. The first interview suggested that the creation of 

articulation capabilities is a major activity of early investors: 

A common characteristic of [early stage] companies is 

that there is no management rigor per se. And there 
is very little strategic planning in a structured way 
or even. ,in an ad hoc. way.. Later sIage investors 

particulai-ly Venture Capitalists are going to see a 
higher quality of management and therefore a much 
deeper understanding and execution of strategy... 
companies at the get go typically don't have it, so 
that is one thing that investors have to develop. 
(Industry. Expert B) 

It is rare that when there is a company of 30-40 

people that there is a lot in terms' of structure. 
(Industry Expert E) 

In most cas.es there is no formal document for, internal 
strategic communication and there is very little in 

the'way of a formal [articulation capabilities] until 

the company grows over 35-100+peoplé (Industry Expert 
C) 

As NTV's grow, functional specialization occurs and the NTV's staff groups into 

clusters, that revolve around a function related to the business (Hanks and 

Chandler, 1994). Thus, there arises a new need for internal strategic 

communication capabilities that does not exist when the NTV is a small, 

integrated group. These bapabilities are needed to keep the NTV organized and 

aligned: 

[NTV's] become like little [clusters], what- will 

happen is that the êenior management becomes one 
[cluster], each member of that group leads another 

(cluster] and sO one [cluster] will be sales 'and 
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marketing (business development), one [cluster] will 

be product development... [Each cluster engages in 

strategic articulation] ... until they have a consensus, 

beating each other up a lot, then that [cluster] 

reports back to person that takes it all back to the 

management [cluster]. (Industry Expert A) 

When you have a 30-person company you can effectively 

have [informal] communication [about strategic plans] 

but you get over 100 then it gets a lot harder. 
(Investor B) 

When the company evolves there are no norms, but I 

would suggest that up to 75 employees the stratgy 
still resides in the head of the leader of the 

organization. They may consult with others they 'may 
hold meetings they may or may not share with others 
but at the end of the day they make the decision. 
(Industry Expert C) 

These NTV interviews suggest that a major factor affecting the development of 

articulation capabilities is the increasing amount of resources available to the 

NTV. This was discussed earlier in the feedback routine section as well. 

The biggest difference is that we have more resources 

now: We've got a lot of great people on the 
man.agemen team, contributing and offer a lo t of value 

and the scope of it is far greater. . It"s not [co-

founder] and I sitting in a room doing it together, 
there are, a lot of. people doing, their own things 
making mistakes and learning (COMPANY D) 

[Articulation capabilities] are not as formal as they 

should be, they are becoming more and more formal as 

we get bigger. (COMPANY D) 

Amongst the industry experts and investors, the general consensus was that 

arficulétion capabilities are extremely informal in conceptual and early-growth 

NTV's. It is the growth in size and functional specialization, which is a catalyst 

for artiôulation capabilities. 
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5.2.2 The Entrepreneur 

In the research we found that the capabilities of the entrepreneur is a factor 

affecting the development of articulation capabilities in NTV's. It is possible that 

entrepreneurs intuitively realize the value in developing articulation capabilities, 

based upon learning gained from previous entrepreneurial experiences. Such 

experience seems to have a relationship to the perceived importance of 

articulation capabilities: 

We are a little spoiled. This is [my partners] fifth 
start-up company and this is my second or third. It 
was [our CFO's] fifth start-'up company. There , is a 
little bit of a grey-hair syndrome here. As a young 
CEO when I first started on here I didn't know what 
the hell I was doing. (COMPANY E) 

A lot of Entrepreneurs are leery or wary of the 
concept and prctice of strategy. It seems like 

something that is for the blue-chip corporate guys 
'cuse they have luxury of people and time to go 
through that whole process. Sonietimes you have to 
bring it down and show how importapt it is and easily 
implemented it is in a small business... A lot of 
[Entrepreneurs] are like 'I don't have time for 
strategy' or ' that is something for someone else who 

has time for i1' (Industry Expert B) 

That is not to say that it [strategic articulation] 
cannot happen [in small NTV's] because in some cases 

the NTV has been started by an experienced 
entrepreneur and this is their 2'dor 3rd shot at it. 

So they know from experience that they need to do 
this. (Industry Expert D) 

If it turned out that in their last venture they we±-e 
unsuccessful, or they thought they were successful 
because of some strategic planning then they will 
adopt that the next time around, but if they never 
used -it last time and there was nothing experientially. 

that made them •think tha.t they need to use it this 

time, (Industry Expert ) 
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The data suggests that the entrepreneurial experience affects the perception of 

the importance of articulation capabilities. Some interviews suggest that 

inexperienced entrepreneurs are often unfamiliar with strategic planning. 

Experience may provide the entrepreneur with strategic articulation skills that 

allow the development to become less onerous, for example the skill of cogently 

articulating the relevant aspects of the NTV's strategic plan or efficiently codifying 

only the aspects of the plan that are relevant for the task at hand. 

5.2.3 The Investor 

The development of articulation capabilities is affected by the investor in several 

ways. The first is before or during the evaluation phase of the investmenl cVcle 

The NTV engages in developing their articulation capabilities, especially 

codification, in order to access the resources of the investor through the 

evaluation stage of the investment cycle. In a previous section the need to 

access outside resources was discussed as a catalyst for the development of 

articulation capabilities. 

The second way that investors affect articulation capabilities i in the 

engagement phase. The investors directly affect articulation capabilities by 

alteHng the NTV's stafegic plan by altering codification or feedback 

requirements. The investors also directly contribute resources and capabilities 

into the NW. Investors- indirectly the developrnent of aiticulation 

capabilities by providing information to alter their strategic plan or by providing 

resources that require the development of capabilities. 

5.2.4 Investors Contributinq Resources 

The following NV had investors that .were well repected in the investment 

community, and their involvement adds legitimacy in the eyes of other investors 
and analysts: 
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So we are fortunate because of the involvement of the 
XXXX folks, the two founders had a lot of experience 
founding a company and had been successful with it. 
They also had a lot of credibility with the investor 
community and so because they are involved in our 
strategic planning the investor community takes what 
they say at face value. We don't have to justify 
everything that we do. In many companies you don't 
have that kind of an asset and you are constantly 
trying to juggle the perspectives of the investor as 

well the employees and these kind of things. We are 
saved a lot of time and effort by the fact that the 
founders of XXXX are on our board of directors, they 

can backLip everything that' we say. I think' that very 
valuable. (COMPANY C) 

In this interview with COMPANY E the VC provided the NTV with an opportunity 

to work with another venture and explore a different customer niche. 

A VC that I had worked with over the years was looking 

for me because they wanted me to work. for one of their 
other portfolio companies. I did.., an .on'-the-spot 
repositioning of the company to meet the needs of the 
portfolio of the VC. Quite frankly I could see where 

there was a growth space, based on their analysis. 
(COMPANY E) 

The VCs prpvided this NTV witi valuable strategic information. 

VC's can also be a very large resource, in that many 

venture capital companies their own [?] research 
resources. [Our VC firm] has a full-time market 

analyst that tracks zillionè of things and where the 
trends are going and so to use that to drive your 

tactics or your 'strategy is a .useful resource. 
(COMPANY E) 

Investors assess the flexibility of a conceptual or early-stage NTV, and a 

perceived rigidity in .the NTV can be fatal in the investment decision. This is an 

example of Investor assessing the cognitive flexibility of the entrepreneur. 

What happens is that the investors get injected into 
the [clusters], mostly the senior (clus,terJ and they 
shake it up;' They say 'idon.'t believe where you are 
going, I want to see'another niche analyz'ed' and •that 
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is how it affects investment. If they don't think 
they are flexible enough ... be strategic and evolve as 
things change the NTV is not getting funding (Industry 
Expert A) 

5.2.5 Investors Catalyze Feedback Capabilities 

This entrepreneur perceives future involvement of investors as requiring their 

NTV to develop more sophisticated articulation capabilities. They seem to 

understand that the involvement of an investor will require the development of 

feedback capabilities: 

I think [the involvement of Investors] will result in 
external pressure to meet goals, which there isn't 

right now, and there will be less understanding. 
Because I am intimately involved with the company and 

it is largely my money that has developed the company, 
if the developers don't meet a deadline I know what is 
going ' on there. .So there will be a communication 
process if we fail to meet deadlines, and will result 

in less undersanding, so there will be extra 
pressure. ( COMPANY A) 

Another industry expert suggests that inQestors play a hands-on role in the 

articulation capabilities of the NTV, especially in the develoment of feedback 

capabilities. This is especially true of NTV-Investor relationships where th e* . NTV 

is early-stage or is led by a less-experienced entrepreneur: 

In an ipvesto. --investee relationship particularly in 
the early- stages, that responsibility [of measurement] 

falls more to the investor, in a coaching, quasi-

management,, quasi- consulting role. Because there are 
a lot of thinqs that need to get done, with an early-
stage-investment, the reviews tend to be monthly as 
opposed to quarterly Or epis'odi'cally. And you say 

here is our pèrformanc.e, here is our targets and wht 
'do we do with the differences?". In .early-stage 

companies until the management has gotten rid of its 
training wheels the investors (or the investors rep) 

is usually leading that operational review process. 
(Industry Expert B)' 
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Milestones are the objectives towards which performance is measured in the 

NTV, and are important aspects of feedback capabilities. They are important in 

the investment cycle because they affect the flow of financial resources into the 

NTV. The investor heavily influences the choice of milestones, which affect the 

content and implementation of the strategic plan: 

I would say that the investors have a very heavy 
influence on what the milestones are. (Investor B) 

5.2.6 lhvestdrs Catalyze the Development of Capabilities 

Investors can affect the development of articulation capabilities by providing 

resources that require articulation capabilities. This Industry Expert discusses 

how the inflow of capital required some 'on-the-job' training. 

The next thing that happens is that if I give you 

money I'm saying 'Now it's time to go and execute, Do 
the things that you were looking.for thy money to do' 

and you got to go through the process of on-the-job 
training. I've now got half a million bucks to do 

marketing, I don't have a lot of experience in.that 
area I'm going to start to make mistaks, or I'm going 
to have to start shopping for some marketing expertise 
and service. (Industry.ExperL B) 

5.2.7 Summary 

The following table summarizes the main findings on the factors that affect the 

development of articulation capabilities in NTV's. 
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Table 7 : Development of Articulation Capabilities 

Factors Affecting 
Articulation Capabilities: 

Entrepreneurs Investors & 
Industry Experts 

NW size 

- Articulation capabilities 
become more formal as the 
NW grows. 
- The growth in personnel 
makes a large impact on 
articulation capabilities 

Entrepreneur experiences 
- Experience is important for 
developing articulation 
capabilities . 

- The development of articulation 
capabilities in a NTV will be affected 
by the success/failure of the 
Entrepreneurs last NW and its 
articulation capabilities. 
- Experienced entrepreneurs know 
what kinds of. articulation capabilities 
are needed. 
-Inexperienced entrepreneurs may 
overlook the importance of articulation 
capabilities 

Investor involvement 

- Involvement of investors will 
result in more reporting 
pressure 
- Investors provide 
strategically useful 
information 
- Investors can provide 
legitimacy to the NTV through 
association 

- Influx of resources provided by 
investors requires development of 
new. capabilities 
- Investors demand flexible strategic 
thinking from the Entrepreneur 
- Investors affeCt the targets, and thus 
feedback capabilities 

5.3 How Articulation Capabilities Affect NTV Performance  

This section describes the information colleted relating to the positive and 

negative ways in which articulation capabilities can affect the performance of the 

NTV. 

5.4 Hazards of Developing Articulation Capabilities  

5.4.1 Codification and the Loss of Strategic Flexibility 

This thesis has suggested that articulation capabilities are an important aspect of 

developing dynamic. capabilities and organizational flexibility. However, it is 

possible that strategic codification capabilities can hegatively affect strategic 

flexibility, by affecting the cognitive flexibility of entrepreneurs. This is what Zollo 
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and Winter (2002) refer to as a development 'mis-fire' where the organization is 

hindered by developing a positive ability poorly: 

I think that they [NTV's] should have a strategy but 
they need to be flexible enough to throw it out the 
window, and when they have documents together then 
they have a harder time letting go. (Industry Expert 
A) 

5.4.2 Opportunity Costs  

There are opportunity costs involved with the development of every routine 

including the direct costs: time, resources and the Entrepreneurial attention 

involved in the development and updating of capabilities (Zollo.and Winter, 

2002). The opportunity costs are all the forgone benefits the time, the resources 

and the Entrepreneurial attention would have afforded the NTV if applied to a 

different area. Strategic plan codification is a step beyond strategic plan 

articulation and bears additional costs. Needless to say, care mUst be taken that 

descriptive efforts are not too costly to maintain (Zollo and Winter, 2002).. In the 

early-stages of an NTV there may be more important issues for survival and the. 

development of articulation capabilities should not interfere with them: 

Many times they are so consumed with getting to next 
Tuesday that the whole integrated strategy is beyond 
their capabilities. Sometimes you have you focus on 
putting really practical things in. place so that the 
company can function on a day- tot- day basis and then 
work into this longer term strategy. (Industry Expert 

D). 

If I had a CEO say to me 'Should I direct my resources 

towards developing a [Strategic Articulation] system 
or should. I pursue sales' I wou1d choose sales. 

(Investor B) 

Articulation capabilities my be wonderful but it may 
be well beyond their scope at the early stages, they 

need practical hands-on boring stuff that has to be 
put into place. How they manage their money, how they 
.manage their. research. .(Do we have the protodols in 

65 



place for managing the research effectively), is our 

reporting functions correct? ... basics things like 

getting financial system in place. They don't have 

financial controls, they don't have a good accountant, 
they don't understand how important it is to manage 

their money, they don't know about SRED [?] tax 

credits. You sometimes are shaking your head because 

they are in there saying ' We are going to raise money, 

we're going to do this and make a million dollars' and 

they have a chequing account at the Royal [Bank] and 

that is their entire financial system. Very pragmatic 
basic things are often missing: (Industry Expert D) 

5.5 Benefits of Developing Articulation Capabilities  

Although articulation capabilities may present some hazards, they can affect NTV 

performance in a positive way. The research suggests that there were many 

potential benefits to the articulation capabilities that emerge in NTV's, four of 

which are presented based on the data: 

1. Balancing strategic priorities 

2. Enhancing external communication, internal communication and 

organizational alignment 

• 3. As a framework for updating the business plan 

4. For building experiences and capabilities 

5.5.1 Balancinq Strategic Priorities 

Throughout the research, one of the most common benefits of articulation. 

capabilities was the impact on strategic focus. Strategic focus refers to relevant 

stakeholders. being aware of salient aspects of the current strategic plan. Many 

of the interviewees suggest that early-NTV's usually have an issue relating to 

strategic focus: 

If they are going to ra.ise serious money 'Do they know 

who they are? Do they know how they are going to get 

there? How do we measure . that we have gotten there? 

They need to think about how they are going to get 

there, what are the mechanisms. So that they don't 

get distracted because . they can get diverted quite 
easily. (Industry Expert D) • 
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[Strategic focus is] absolutely essential, and I think 
it is a major stumbling point of young companies, you 

waste a lot of time, energy and money not doing it 
properly.. they run from 'hey I got an idea lets go 
this way and follow it' to 'let's go THIS way and 
follow it. (COMPANY B) 

This NTV interviewee discussed the value in having a supplemental strategic 

planning document to visualize opportunities, provide increased focus, and 

communicate strategic plans to investors: 

I found I was drowning in opportunities... So I needed a 

way to visualize all of these 'balls' that are in the 
air, so'I wouldn't drop any of them. And decide which 
balls should I handle' first, which are going to have 

the best bang for the buck. Because in a small-
startup company you only have a small amount of 

resources, and that is people, dollars .and time. And 
there is a very limited quantity of those so you have 
to decide that "if you go after everything, you will ,to 

at nothing". '(COMPANY B) 

5.5.2 Communication Across Orqanizational Layers 

During the research, examples were found of NTV's who were usintheir 

codification thpabilities as a way of describing their strategic plans cogently. It 

was also beneficial as a way of demonstrating to the investor that the 

entrepreneur is legitimate and aware of strategic issues. 

The following NTV interviewee discusses their multipurpose tool that they use to 

explain their strategic plan quickly and visually to potetitial investors. This 

interviewee also suggests that simply by developing such a document that 

codifies the NW' strategy cari affect the investor' perception of the 

entrepreneurs competence: 

this is a tool that I use when I am talking to VC's 

and going-after VC money; ' If I get $5 million from 
you then all these boxes will begin •to happen in 
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parallel, if I don't get it then they are going to 

happen in series. (Researcher: How do feel a device 

like this affects the reaction from VC's?) Very 

positively, because the VC's often find that a lot of 

technology entrepreneurs try to handle it all in their 

heads. And don't have a really good solid 

understanding [of what they are going to do]. They 
are excited about what they are going to do, but 

excitement does not translate into competency. And so 
what this shows is that you have a way of processing 

your opportunities, and focusing your energy on those 

opportunities which are most likely to provide a solid 

return to the investor. (COMPANY B) 

Several of our interviewes alluded to the articulation capabilities of mans' NTV's 

as being hierarchical and driven by the entrepreneur, which is consistent with the 

logic presented by Mintzberg and Waters (1985). 

Anything a company does to capture and communicate its 

strategy is helpful to its successful implementation. 
It seems obvious but people don't seem to get it. The 

more elegant thing is to involve people in the 
creation of the document, and the creation of the 
strategy. But the. mIhimum is to communicate it 
downward on a regular basis, because then peopl e have 

a -frame of reference, and they know what it is they 
e there to .do. (Industry Expert C) 

[At my previous company] we started doing [formal 
strategic planning] when we were about 35 people, and 

we brought in a facilitator to show us how to do it. 
It was a hugely valuable thing... it made everyone a 

participant in -the -broader vision, it regained our 

focus on what we were doing, gave everyone a sense of 

ownership in the process. (COMPANY E) 

This industry expert talked about a codification process that investors use to 

conduct early evaluation of the NTV. This process essentially asks the NTV to 

codify their strategic plan and by doing'so reveal the NTV's bounded rationality. 

This may be common with investors. Since these interviews, the researcher has 

discovered other related devices that investors use to facilitate the 

communication of the NTV's opportunity and demonstrate the limits of the NTV's 
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bounded rationality. Several examples of angel investor networks have 

application forms available on their websites that require that the NW answer 

pre-set questions. This is an example of a stage I evaluation procedure 

discussed in Chapter 3: 

[My previous fund] developed and used a scorecard (for 
investment evaluation) and then started to share that 
with folk that had called inquiring about our 
investment activity. And we said 'look this is what 

we are looking for, and if you can answer these 
questions in .your business plan, saying: 

o I've got the .answer; 

o I don't have the answer, and I am working on 
it or; 

o I don't have th answer and.I need the money 
to work on it'. 

That's great and it removes a lot of the risk, because 
there is: 

o What I know I know; 
o What I know that I don't know and; 
o What I don't know. I don't know. 

And you want to eliminate the last as much as 
possib'le ... professional investors look, at a range of 
things, those things cover the breadth of business 

issues they are looking for a minimum strength in each 
of those areas; and a significant strength that has 

competitive advantage. A scorecard approach would be 
a very useful tool for an Investee to say 'hey look 

this is how we have develOped ourselves and scored 
burselves' (Industry Expert B) 

5.5.2.1 Internal Communication and Organizational Alignment 

During the research, data suggested that poor internal communication about 

strategic issues was a factor that could limit the growth of the NW. It was also 

found that investors consider any strategic plan information asymmetry to be 

extremely negative. This industry expert interview suggests that neglecting 

capabilities for internal communication of strategic plans can limit the scope of 

potential success and act as a cap for growth: 
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[Internal strategic communication] Depending upon the 

skill of the Entrepreneur and the pace of the business 
it can run up to about 100 people without great 
communication internally. But it will not in my 
opinion succeed or remain competitive because it will 
not be able to respond fast enough. With only the one 
person at the top understanding the framework, it's a 
self limiting situation. However, many successful 
entrepreneurial earnings based private ventures can 
run that way, but they are not going to continue to 

grow. [The lack of formal communication] does not mean 
that they will fail; my experience is that the 

opportunity for success is decreased and the degree of 
success is decreased when there is no. internal 

communication about the strategic plans. (Industry 
Expert C) 

This industry expert and investor interviewees succinctly discusses how investors 

evaluate internal .articultion capabilities. If the investor receives information that 

the management team has differing opinions regarding the strategic plan, they 

may perceive this NTV's strategic logic as dysfunctional and thus, an 

unacceptable source of risk: 

One of the sad things that happens is that companies 
will hve a document that they are circulating t 
investors, that the people inside the organization 
haven't seen. Then the investors will come in and ask 
a few questions and it will become apparent to thei-n 

that the people are not lined up with that strategy 
and that is because they have never read it, let alone 
participating in its development... All you have to do 

is to interview five people who report directly to the 

president. If what they are saying [about the 
strategy] has significant dissonance from what the 
president says then you must have concern for the -

organization. (Iiidustry. Expert C) 

If I - talk to the reception and she is talking about 
things that are not really that important to the 
company it is like 'Well does everybody have this 
message is. everyone marching to the same tune?' 
Simplicity is- beautiful... to have the strategy simple 
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enough so that everyone can get the general impression 
of the company. That is what you want to see. I want 
to see that even the receptionist has a reasonable 
idea of what is going on. That the programmer has an 
idea why the software he is programming is so 
important.' (Investor B) 

The other way that [articulation capabilities] affects 
[Investment] is if there is not unanimity in the 
[Leadership]. The CEO says 'I think we should go 

after automobiles' and the other guy says 'yeah well I 
think we should go after aerospace'. The VC will go 
'Why do you like aerospace?' and then he will watch 

the face of'the CEO (who liked automotive).., and then 
they are done' and are not getting funding.. ' Any breach 
in the uniformity, outside of the room where 

[leadership] make those decisions, is deadly. 
(Indus try Expert A) 

5.5.3 As a Framework for updatinq the Business Plan  

This NTV intervieWee discusses how they communicate the strategic 'plan 

throughout the organization. They talked about their process of linking separate 

corporate objectives together and using that document for updating the business 

plan. 

We take [our strategy and goa2 plan] and put that into 

the BP [Busines.!q plan] ... Strategic plans are updated. 
every two months, updates are based upon: ' we did 

succeed in .this', we didn't succeed in this' and 
'here is how it affects the future'...It is a working 
document, that we put onto our intranet and people can 
access it... We have different areas of the business 

with strategic plans that are all separate from each 
other. We have a process for linking them together 

towards the common vision, we,have two people that put 
them all torether into one document. That one 
document is then used to update the business plan. 

(COMPANY D) 

5.5.3.1 Building Experience and Capabilities 

Zollo and'Winter (2002) discuss how the nature' of a task affects the 

organizational teaming gained. Articulation capabilities related to strategic 
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planning are expected to improve with experience. This NW Interviewee 

discusses the competence building aspect of strategic planning: 

I look at my first business plan and I just laugh, its 
just hilarious. But it was an absolutely essential 

exercise to build the skills and has led to the person 
that I am today. If you never go through that process 

you are two years down the road and you have to do a 
business plan. Well that is your first business plan, 
you have nothing to learn from nothing to build from 
and you are not going to get financing, especially 

today. You -are not going to have people who are gding 
to work for you for more than two years because you 
are not going to be a good leader. Even if you have 

the best idea in the world, without a plan [and the 

ability .to plan] its going to be a. fraction of what it 
could have been. (COMPANY D) 

Startups and Entrepreneurs [should] take this approach 

earlier, because they inevitably will get forced into 
it; by an investor, by a VC, or by the hard knocks of 
reality, they get forced into it. But if they do it 
sooner they will make more efficient use of their. 
resources in the earlier stages of the project. 
(COMPANY B) 

In early NTV's the creation of strategic plans is seen as a means for accessing 

resources rather than a process with inherent value: 

Unfortunately with many early-stage companies they see 

.the drafting of the document as the item rather than 
the development of the strategy. The drafting of the 
document of ten leads to the thought process that is 

necessary for them tb develop their strategy. 
[Codification] helps founders separate out ' What 
exactly are we going to do' and the second thing is. 

'How are you packaging that ifor the outside world'. 
Many of them .are driven by the packaging for the 
outside world [versus an opportunity to-develop their 
articulation capabilities]. (Industry Expert C) 
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When it comes to the knowledge benefits gained from articulation capabilities 

there is a possibility that the newer NTV's gain a proportionally greater amount of 

knowledge, due to the dearth of initial information. Therefore, even though 

articulation capabilities may be less formal in early ventures, they may have a 

more dramatic impact upon the NTV's knowledge base because the assumptions 

of the NTV could poorly reflect reality: 

[Organizational learning] may happen faster with a 
young company because it starts with such a dearth of 
'information, and picks up so much' information .in •a 
hurry. (Industry Expert B) 

The more we do this we become more focused in certain 
protocols and certain areas of the sales process... We 

probably redefine our goals on a monthly basis, so we 
do it a lot. We can be more tangible as we have 
success in vazious markets and experience sales... 

Understanding of a 'niche helps us to make our 'goals 
more tangible and realistic (COMPANY D). 

Table 8 : Articulation Capabilities and NTV Performance 

How Articulation 
capabilities Affect 

Performance 
'Entrepreneurs 

. 

Investors 
Industry Experts 

Loss bf Flexibility . 

- Effort placed into strategic plan codification may 
reduce the entrepreneur's willingness to adjust 
strategic plan 

Significant Opportunity 
Costs 

Integrated strategic planning may be beyond 
the NTV's capabilities 
- Energy and attention may be better directed at 
developing other capabilities such as' sales or 
financial management 

Strategic Focus 

- Strategic focus is 
essential and is a 
problem for many 
young NTV's 
- A codification 
capability can be used 
to focus and manage 
resources 

- The typical NTV can get distracted from their 
overall goals 
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Communication across 
organizational layers 

- A codification 
capability can be used 
to communicate with 
investors and may 
positively affect the 
perceived legitimacy of 
the NTV 
- Involving the staff in 
the creation of strategy 
gave the staff a sense 
of ownership, 
participation and 
helped to regain 
strategic plan focus. 

- Investors sometimes use a template for 
potential NTV's to describe their opportunity (i.e. 
use codification). This template communicates 
the NTV's strategic plan to the investor and can 
communicate areas of bounded rationality ( i.e. 
ignorance) of the entrepreneur on strategic 
issues. 
- Anything a NW does to capture and 
communicate strategy is useful. 
- Capturing and communicating strategy is often 
overlooked in NTV's 
- Communicating the strategic plan on a regular 
basis from the top-down is a minimum 
requirement because it gives staff an 
understanding of their role 
- Involving the staff in the creation of the strategic 
plan is more elegant process 

Internal Organizational 
Alignment 

- Lack of capabilities for comrñunicating the 
strategy can be a limiting factor for NTV growth 
- It is a major concern for invesfors if the 
leadership of the NTV demonstrates dissonance 
around their understanding of the strategic plan 
- Investors like to see that everyone in the 
organization basically understands the current 
strategic plan 

Updating the business 
pin 

- A codification 
capabilities is used to 
track the current 
implementation of the 
strategic plan and is a 
framework for updating 
the business plan 

. 

Creation of experience 

- Building a business 
plan early is the key to 
gaining experience 
- NTV's should develop 
their articulation 
capabilities early 
because they will be 
forced into it eventually 
by either an investor or 
by the demands of. 
reality 

- Many NTV's view the creation of a strategic 
document as only a means to access resources 
and overlook the benefit of the development of 
strategic planning capabilities 

5.6 Summary  

In this chapter the research findings were presented answering the research 

questions: what do articulation capabilities look like, how do articulation 
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capabilities develop in NTV's, and what are the hazards and benefits of 

articulation capabilities for NTV's. 

Verbalization capabilities were found to be quite variable in terms of their 

formality and regularity. Most NTV's had regular strategic meetings with the lead 

management or even the entire staff. Verbalization activities were catalyzed by 

the perception of a Strategic gap. Codification capabilities were found to be rare 

in early stage NTV's. The investment cyèle was described as a major catalyst for 

codification abilities. . Some of the codification capabilities found in NTV's were 

used to describe the strategic plan .for internal stakeholders and external 

stakeholders. Cogent codification of the NTV's strategy is a highly desired 

attribute by investors. Feedback capabilities were found to be simple outcome 

measures in NTV's. The main feedback mechanisms were the achievement of 

strategic targets, contact with customers and interaction with the board of 

directors. 

The constructs that affect the development of the articulation capabilities were :1) 

the size of the NTV; 2). the entrepreneurial experience of the entrepreneur and; 3) 

the involvement of investors. 

There were some unexpected suggestioiis about how articulation capabilities 

affect an NTV's performance. Codification capabilities were a potential risk 

against organizational flexibility in an immature NTV. The sunk codification costs 

could creat resistance to emergent strategy. Purposefully developing articulation 

capabilities may overshadow more important activities and thus have an 

unacceptable opportunity costs' for the NTV11. The NTV may be better served 

spending the energy/money/time developing capabilities for managing money or 

developing customers. 

With the development of any ability or routine, there is a certain causal ambiguity'about the 
outcome. Thus, truly understanding the opportunity cots may-prove difficult to understand. 

75. 



On the positive side, articulation capabilities were found to be useful for 

integrating strategic perspectives, keeping the NTV focused upon achieving their 

objectives, creating a document for updating the business plan as required, and 

articulation capabilities provide valuable learning opportunities. Articulation 

capabilities are useful for increasing the understanding of the strategic plan 

within the organization. If an investor suspects that the staff of the organization 

does not understand the strategy it can be fatal in the investment decision. 

Codification capabilities were useful for describing strategic issues to investors 

and efficiently updating he business plan of the.NTV. In addition, codification 

capabilities identify the NTV's bounded rationality, as codification reveals the 

entrepreneur's understanding of strategic gaps. 
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Chapter 6 Analysis and Conclusions 

The purpose of this chapter is to review the main findings of this thesis, to 

discuss theoretical and managerial implications, and to discuss further research. 

6.1 Review of Thesis  

Chapter 2 introduced the resource-based view (Penrose, 1959; Wernerfelt, 1984; 

Barney, 2001), dynamic capabilities view (Dierrckx and Cool, 1989; Teece et at, 

1997; Eisenhardt and Martin, 2000), strategic plan concepts (Mintzberg and 

Waters, 1985; Kaplan and Norton,2001) and strategic logic concepts (Sanchez 

and Heene, 2002). Articulation capabilitie were introduced as the NTV's 

c.apabilities for verbalizing, codifying and collecting feedback on the strategic 

plan. Articulation capabilities affect the performance of the NTV by encouraging 

the NTV to challenge assumptions, to make thestrategic hypothesis explicit, to 

encourage communication and to identify strategic gaps. 

Chapter 3 introduced the new technology venture, its pattern of growth and the 

relationship it has with a key provider of resources, the investor. Investors 

indirectly affect the emergence of articulation capabilities by requiring the NTV to 

posses a certain level of articulation capabilities during the evaluation phase. 

Investors can dirctly facilitate articulation capabilities by contributing resources 

and supplying or demanding information that facilitates the development of 

articulation icapabilities. 

• In this thesis, we have introduced several concepts that are related to the 

dynamic capabilities and resource flows of the NTV. The strategic plan is part of 

the strategic logic of the NTV and refers to the hypothesis of the ND!. The term 

articulation capabilities refers to three components of strategic logic that affect 

the development .and implementation of the strategic plan. They include 
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verbalization capabilities (discussing the strategic plan), codification capabilities 

(writing out the strategic plan) and feedback capabilities (collecting information 

about strategic plan performance). Articulation capabilities are extremely 

important to NTVs as they affect the implementation of the strategic plan and the 

involvement of investors. 

Chapter 4 presented the research methodology. This thesis used key informant 

interviews to explore the following topics: 

• What do artibulation capabilities look like? 

• What are factors that affect the emergence of articulation capabilities? 

• How do articulation capabilities affect the performance of the NW? 

Qualitative data was- collected through a series of semi-structured interviews with 

three groups: Entrepreneurs, Investors and Industry Experts. The data collected 

in these interviews was used to expand our knowledge of articulation capabilities 

in NTV's and to generate theory that can be used as a foundation for further 

research. 

Chapter 5 presented the findings from the reseach. When examining the query 

'What do articulation capabilities look lik?' the results suggest that the scope 

and thoroughnesè of these articulation capabilities can varydramatically. The 

research found that articulation capabilities were generally informal and were 

driven by perceptions of a strategic gap, as suggested by Gersick (1994). 

However, there were also formal articulation activities in most NW's in the form 

of regular strategic planning meetings with their leadership. It is not known how 

formal the artic.uIaion process is within those meetings. Cádification capabilities 

were common in NTV's that were in the evaluation or engagement phae of the 

investment cycle. This reinforces the suggestion that the investment cycle is a 

significant catalyst for the initial development of codification capabilities (Stone 

and BrUsh, 1996). Feedback capabilities are largely outcome measures related 
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to achievement of a pre-set goal. Investors and the NTV's board of directors 

were important sources of feedback when it came to assessing the strategic 

assumptions underlying the strategic plan. Additional sources of feedback 

included customers and industry analysts. 

When examining the topic of 'What affects the emergence of articulation 

capabilities?' the results suggest that there are several main factors; 

entrepreneurial experience, involvement of investors and the amount of 

resources that are accessible to the NW (i.e. size). 

• The entrepreneur's experience in previous entrepreneurial efforts affects their 

ability to develop articulation capabilities and/or the importance attached to 

developing articulation capabilities. It is believed that experience plays a role 

in the succinctness of articulation and codification of the strategic plan 12. 

• The investment cycle catalyzes the NTV's articulation capabilities in two 

ways, indirectly and directly. Investors indirectly affect articulation capabilities 

because NTV's must develop a minimum level of articulation capabilities in 

order to be evaluated. Investors directly affect articulation capabilities post-

investment through the contribution of intangible resources (i.e. such as 

mentoring);, through governance demands (e.g. demanding progress reports); 

and by contributing tangible resources that facilitate NW growth (e.g. an 

investor provides $1 million which is used to grow the NTV's staff. The NTV 

will need to develop articulation capabilities to communicate the strategic plan 

to the staff.) 

• The sue of the NTV-affects thei development of articulation capabilities in two 

ways. 1) As the NTV grows it has more resources to support articulation. 

12 It is possible that the succinctness of articulation and codification will affect the investor's 
perception of experience as well. 
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capabilities and 2) As the NTV grows the effective management of the 

resources requires the development of articulation capabilities. 

The final query investigated in this thesis was "What are the perceived hazards 

and benefits associated with artculation capabilities". NTV's must ensure that 

the pursuit of articulation capabilities does not overwhelm initiatives that may be 

crucial to NTV performance (e.g. 'let's rewrite our business plan instead of 

following up that customer lead'). Another hazard to be aware of is codification 

may cause resistance to emergent strategies (e.g. an inexperienced-NW may 

resist an ap prop riate.change to their strategic initiatives if they spent 100. hours 

codifying their current strategic pin). On the positive side, articulation 

capabilities can reduce a major hazard resulting from poor an understanding of 

the strategic plan. Such a poor understanding can affect the NTV directly (i.e. 

can lead to poor strategic plan execution) and indirectly (i.e. investors assess the 

NTV awareness of the strategic plan) 

6.2 Implications 

6.2.1 Theoretical Implications 

This research has provided some insights into the theoretical role that articulation 

capabilities play inside an NW and in the interaction between the NW and 

external providers of resources. We suggest there are two main theoretical 

implications from the research: 

1- Articulation capabilities are factors that affect dynamic papabilities and 

resource flows and; 

2- Articulation capabilities may provide the NW a source of competitive 

advantage. 

Articulation capabilities affect resource flows by affecting the involvement of. 

investors. Thus, they are an important aspect of understanding the early flow of 
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resources into the NTV. If articulation capabilities are below a certain threshold, 

or more accurately are perceived by investors to be below a certain threshold 

then the chances of investor involvement (and the accompanying resource flows) 

are likely to decrease. Furthermore, evidence suggests that articulation 

capabilities affect the creation and implementation of strategic plans in NTV's. 

Since the content of the strategic plan affects the type of resources sought by the 

NTV it follows that it affects resource flow and dynamic capabilities. Supporting 

this line of thought is the model of Sanchez and Heene (2002) which identifies 

the capabilities of the entrepreneur to create a strategic plan as a factor affecting 

organizational flexibility. 

Secondly, NTV's in the early stages with well-developed articulation capabilities 

are atypical (remember that the NTV's examined in this thesis were selected for 

their learning potential and thus were believed to possess above-average 

articulation capabilities). This suggests that well-developed articulation 

äapabilities in early-NTVs may be a source of competitive advantage over other 

NTV's that are seeking financing from the same venture pool. Thus, articulation 

capabilities may constitute a valuable, rare resource in this context. However, 

articulation capabilities are not necessarily a source of sustainable competitive 

advantage because articulation capabilities are* expected to emerge as NTV's 

survive and learn (Zollo and Winter, 2002): Thus, articulation capabilities are not 

exclusive and are replicable. Still, they may be a source of differentiation in the 

early-stages of a NTV's life (Powell, 1992b). 

6.2.2 Managerial Implications 

This section discusses some of the managerial implications that have resulted 

from this research. This section is divided into three parts: benefits of developing 

articulation capabilities, hazards of developing articulation capabilities, and a 

methodology for NTV's to develop articulation capabilities. 
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6.2.2.1 Benefits of Articulation Capabilities 

There are obvious benefits to cost-effectively developing articulation capabilities. 

Directly, they influence the content and implementation of the strategic plan. 

Furthermore, by collecting information and challenging assumptions they can 

also affect the emergence of new strategic plans. Indirectly they can affect the 

flow of resources by affecting the relationship with the investor. Our research 

suggests that articulation capabilities can affect the investor's perceptions of the 

NTV's legitimacy and competence thereby affecting their involvement. 

Articulation capabilities, by definition, affect the understanding of the strategic 

plan across organizational layes. This can affect the NTV in two important 

ways. Firstly, any pereption.by an investor that the leadership of the NTV is not 

in alignment in terms of the content of the strategic plan usually causes the 

investor some concern. Investors reportedly like to know that the strategic plan 

is simple enough to be understood throughout the organization. Secondly, 

research has suggested that internal alignment itself can be a rent-producing 

factor (Powell, 1992a). This follows the logic that a strategic plan cannot be 

implemented effectively if it is not understood, and.it cannot be understood 

unless it is clearly communicated (Kaplan and Norton, 2001). 

Simple codification capabilities that can be easily updated to reflect emerging 

strategic plans may prove beneficial to an NTV Specifically, such codification 

can provide a framework that can be used fpr updating the business plan and 

insuring its flow of logic. In addition, such codificationS can be used to describe 

strategic plans across the organization and to investors. For example, if the 

strategic issues facing the NTV are codified into a simple document it can be 

used to focus discussion during meetings. 

Cost effectively developirg articulation capabilities may be difficult for the 

entrepreneur achieve, partly due to the causal ambiguity of their efforts (Zollo 

and Winter, 2002). For example, monitoring the prformànce of a venture 
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(involving data production analysis and presentation) can be costly and 

oppressive to an entrepreneur (Sapienza and Korsgaard, 1996). However, 

young NTV's need to realize that these capabilities are necessary to grow and to 

access resources. Path dependency concepts suggests that developing such 

capabilities earlier through intentional consistent effort will result in a higher stock 

of the capability to draw upon when needed (Dierickx and Cool, 1989; Teece, et 

al, 1997; Eisenhardt and Martin, 2000). 

6.2.2.2 Hazards to Developing Articulation Capabilities 

NTV's should be aware that the development of articulation capabilities does not 

come without risk. There are other activities that an NTV must address that 

should not be overlooked in the pursuit of articulation capabilities, such as 

financial control capabilities and sales capabilities. Furthermore, NTVs should be 

aware that the content of their strategic plan needs flexibility. Since codification 

capabilities involve significant effort (Zollo and Winter, 2002). NTV'sshould not 

cognitively resist altering their strategic plan because of any sunk codification 

costs. 

6.2.2.3 Methods for Developing Articulation Capabilities 

The effectiveness of capability learning efforts is affected by the nature of the 

given task; its frequency, its homogeneity, and its degree of causal ambiguity 

(Zollo. and Winter, 2002). Given the findings of this research and our 

understanding of articulation capabilities, we believe that a tool for assisting the 

development of articulation capabilities may be of benefit to some NTV's13.. 

Specifically, we suggest that NTV's examine a tool developed by Kaplan and 

Norton called the balanced scorecard. In essence, the tool provides a framework 

for a venture to codify its strategy. The codification makes the hypothetical links 

between knowledge, organizational processes, customers and financial 
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performance explicit. As the scorecard is reviewed and updated by the venture 

the hypothesis can be easily updated and feedback capabilities added. 

By adding a balanced scorecard process in an appropriate manner the NTV may 

be able to affect the frequency, homogeneity and causal ambiguity of the 

articulation capability development process and thus, its effectiveness. Industry 

Expert B used the balanced scorecard approach with the early-stage NTV's they 

worked with and had this to say: 

[The Balanced. Scorecard] does a few things, one is 
that it educates the founding management into the 
various issiies that have to be managed concurrently 
within the company and. to insure that those issues are 
aligned. The second thing is that the Balanced 
Scorecard (in my opinion) has been very effective for 
opera tionalizing strategy, putting some specific focus 
and specific goals and objectives to the work of a 
business. So we use it a lot, it is very well 
received there is a bit ofa learning phase to 
implementation, but it is all good. (Industry Expert 
B) 

The ability of the NW to utilize a tool like the Balanced Scorecard will be affected 

by their existing articulation capabilities and the cognitive openness to adopting 

new business processes (Sanchez and Heene, 2002). It is entirely possible that 

that adopting a tool like the Balanced Scorecard in an NW may act as a catalyst 

for the development of articulation capabilities, by providing an existing 

framework for the NTV to use. 

6.3 Model of Articulation Capability Development in a  

Hypothetical NTV 

To. describe the path of Articulation Capability development in a NW e present 

•a modelthat represents the.'sOphistication' of articulation capabilities in a 

hypothetical NW. We define the term sophistication as the upper level of a scale 

" Of course there are other mechanisms that are very effctive in developing capabilities in new 
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describing the level of competence in utilizing a capability. This concept of 

sophistication is built upon the concept Winter (2000) presents in his paper on 

capability learning. He suggests that when it comes to capabilities it is not a 

matter of whether or not an NTV possesses a capability or not, it is a matter of 

degree. Furthermore, Winter (2000) suggests that there is a decision to be made 

when deliberate investments are being made to develop a capability in a NW, 

the point being that at some point the NW will believe that they have 

satisfactorily developed the needed capability and that further investments are no 

longer required. The reverse is conceptually true, and perception of a deficiency 

in a dapability will inspire the NTV to begin development of the needed capability. 

The model that is presented below describes how an NTV's articulation 

capabilities increase in sophistication in relation to several key events relating to 

their growth and the involvement of investors. 

The X axis in the model represents time. The Y axis represents sophistication of 

the articulation capabilities. The trajectory of line represents the overall 

sophistication of the articulation capabilities in the hypothetical NTV. 

We assume in this model that the NW is pursuing an technological opportunity 

that is of interest to investors and that the NW is remains goIrlg concern. We 

also assume that the NW begins with a deficiency in articulation capabilities, 

perhaps due to an inexperienced entrepreneur composing the strategic logic. 

Generally the line slopes on a trajectory upwards, this represents a gradual 

increase in articulation capabilities that occurs due to organizational learning. 

This slope will theoretically become steeper if the NW intentionally develops 

articulation capabilities in a cost-effective manher versus a laissezfaire 

approach. 

ventures, such as. mèntouin (Chriman et al., 2003). 
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In some NTV's there are two discrete events that significantly affect the trajectory 

of articulation capability development. Both of these events are related to the 

involvement of investors. 

The first event A is the Entrepreneurs realization that they require outside 

financing and that investors require a level of sophistication before they will 

evaluate the NTV. The rate of articulation capability sophistication increases as 

the NTV focuses upon developing their strategic plan and their ability to present it 

to investors. 

The second event B is the point where the investor becomes engaged with the 

NTV. The trajectory of articulation capability sophistication increases again due 

to the demands the investor places upon the NTV and the increased growth that 

occurs with the infusion of tangible and intangible resources. 

Figure 6: Model of Articulation Capability Sophistication in a Hypothetical NTV 

This rudimentary model describes how articulation capability sophistication 

increases over time, reflecting increases in organizational learning and the 
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accumulation of experience. It also suggests that the involvement of outsiders, 

such as investors, also affect the sophistication of articulation capabilities. 

6.4 Further Research  

In conducting future research it is suggested that several modifications to the 

current research methodology be made. The current research methodology was 

sufficient for developing a grounded theory of articulation capabilities. However 

to expand and confirm the validity of the theory a more robust approach to the 

data collection is proposed. The modifications fall into two general categories: 

data collection methods, and subject selection. 

6.4.1 Revisions to Data Collection  

It is suggested that future research expand the data collection methods beyond 

key informant interviews. Self-reported data from interviewees is a technique 

that has some important weaknesses. Interviews are weak because they are 

subjct to biases resulting from poor questions, response bias, weak recollection 

and the interviewee may express what they think the interviewer want to hear 

versus what is the actual case (Yin, 1994; p.80). 

Future research methodology could collect evidence of articulation capabilities 

through examination of physical artifacts utilized by the NW. By adding an 

examination of documentation to the interview method further research could 

provide a much richer collection of data for analysis. This data is valuable 

because it is stable, unobtrusive (it exists prior tostudy), and it is insightful into 

NTV culture and operations. This data source is weak because it may be difficult 

to access and selection may be biased (Yin, 1994). Examples of this data could 

include an examination of the NW's busihess plan, schedule of strategic 

planning meetings, and detailed examination of any parallel strategic planning 

documents or tools. Docjments can be used to corroborate evidence that is 

gathered from other sources (Tellis, 2002). 
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Another improvement to the present studies data collection methodology would 

involve direct observatior of the articulation capabilities in the NTV's. This data 

source is advantageous because it covers events in real time and provides a 

context to the event. Some of the drawbacks to direct observation is that it is 

time-consuming, it can be expensive and the presence of the investigator(s) may 

influence subjects (Yin, 1994). 

6.4.2 Revision in Subject Selection  

The current research used a judgment sample of NTV's, investors and .industry 

experts who were choseh for their ability to contribute to the theory and their 

accessibility to the researcher. In future research a longitudinal study could 

begin with a selection of NTV's that are beginning the evaluation phase of the 

investment cycle. The study would collect data over time as the relationship 

between the NTV and the potential investors evolved and blossomed into the 

engagement phase. At that point the NTV-Investor dyads becomes the unit of 

analysis, much like the study conducted by Sapienza and Gupta (1994). This 

would allow research to focus in on a set of articulation capabilities, yet still allow 

triangulation by using data from different sources. 

Additionally, the emerging theory would be more robust if NTVs that choose not 

to involve outside investors are also examined: The comparison between these 

NTV's and NTV's with investors may reveal worthwhile insights into the 

articulation ability process in NTV's. 

6.5 Conclusion  

Articulation capabilities are an important firm-specific aspect of an NTV that 

affects access to the resources needed to create and implement their strategic 

plan in a dynamic environment. This research suggests that there are good 

reasons to believe that articulation capabilities are important for developing and 

communicating the nuances of the strategic plan across organizational layers, 

thereby affecting resource flow and dynamic capabilities. Furthermore', there is 
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reason to believe that investors have minimum thresholds for articulation 

capabilities for the NTV's with which they wish to be involved. These thresholds 

vary widely as investors are a heterogeneous group who, in many cases, are 

aware of the fact that they will be facilitating the development of their articulation 

capabilities. 

Many NTV's struggle with articulation capabilities that negatively affect their 

performance. It is suggested that futUre research delve deeper into the 

phenomenon of articulation capabilities in NTV so that insights into the process 

may gained and diffused into the next generation of NTV's. 
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Appendix A : Research Instrument 

Objectives 
The purpose of this research instrument is examine the in use processes for 

measuring, describing and creating strategic objectives (with a particular focus 

on non-financial). This instrument is divided into four parts. 

The objective of part 1 is to assimilate demographic information about the 

venture. 

• The objective of part 2 is to exploe the ventures strategic planning cycle, which 

refers to processes for: 

• determining objectives, 
• measuring objectives and/or assimilating feedback, 

• describing objectives to stakeholders (both internal and external), 
• the cause-and-effect linking of objectives (understanding the role 

the objective plays in the path to profitability) 
• reassessing strategy and testing assumptions. 
• The involvement of investors on the strategic planning and 

measurement process 

Introduction to Subject 
Academic purpose of study 
• Master's thesis project 
• We are studying the action of scorecarding in early-stage Alberta 

technology ventures. By scorecarding we are referring to the 
organizational systems present for measuring, managing, describing and 
targeting strategic objectives. 

• The focus of this project is on the non-financial 
• Include goal of trying to figure out HOW early-tech entrepreneurs should 

be measuring non-financial strategic performance cost-effectively. 
• Consent form 
• lsitOKtorecord? 
•. They can stop at any time 
• This is a DRAFT questionnaire 

Part 1: Demographics. 

95 



Date: 

Company name and URL: 

Interviewee: 

Position within company: 

New Venture Experience: (None, 1, 2, more than 2) 

Worked in new Ventures 

Founded/Co-founded - new Ventures (Including this venture) 

Invested in new ventures 

Number of months (or years) with current venture 

Description of Business 

Get from web page before interview summarize in 2-3 sentences and confirm with interviewee. 

Stage of development - 

What is the next level of professional outside financing for this venture? 

A--First round 

B-Second round 

C-Third rouhd or greater 

How many employees (including contract workers and consultants) does this 

venture have? 
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1-5 

6-25 

25+ 

Part 2: The Strategic Planning Cycle 

AVision: What we want to be 

Strategy: Our Venture's Game Plan 

riculation Capabilities: Devices for implementation, description, measurement, 

focus and reassessment 

Strategic Initiatives: What we need to do 

Section A: Goal Setting and Strategic Education 

Please describe the process in your venture for creating strategic goals? How 

often? Who is involved? 

• Please describe how you insure that all employees understand the current 

strategy of the venture. What devices are used to describe the strategy to your 

employees? 

Section B: Goal Integration and Linking 

• During your strategic planning do you specifically link your goals together? 

Section C: Formality of Strategic Planning 

Are the strategic actions Th your venture based on formal plans or- intuitive pJans?• 

And why do you feel this way? 
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Section D: Sensing, Measurement and Analysis 

Please describe your venture's procedure for anticipating and detecting 

differences between your plan and actual performance? How is your strategy 

reviewed? 

Please describe your strategic planning meetings? (May be covered in part A), 

are they regular and formalized? 

Please describe any documents that your venture has outlining plans and 

objectives for the next 12 months or more? 

How do you measure progress towards your goals and achievement of your 

strategy? 

Section E: Involvement of Investors 

How did the involvement of investors affect the way in which you develop 

strategy? 

How did the involvement of investors affect the way in which you measure 

performance? 

Please describe how you insure that all Venture Capitalists (and/or Angels) 

understand the current strategic objectives of the venture. What devices are 

used to describe the strategy to your Venture Capitalists (and/or Angels)? 
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How would the formal strategic planning process be beneficial to a small start-up 
technology company and how would the process have an impact on financing. 

Part 3: Strategic Planning Scale 
Please indicate on a scale of 1-5, the ACCURACY of the following statements 
concerning your strategy-making activities. The scale is as follows: 
1=Not at all accurate 
3=Somewhat accurate 
5-Very accurate 

Section A: Goal Setting and Strategic Education 

We have broad long-range goals known to all our staff 
1 2 3 . 4 5 

We have specific short-term goals known to all our staff 
1 2 3 4 5 

Section B: Goal Integration and Linking 

We have a process for linking our goals together in a cause and effect chain 
1 2 3 4 5 

We have a document that describes our goals in a cause and effect chain 
1 2 3 4 .5 

Section C: Formality of Strategic Planning 

Our venture's actions are based more upon formal strategic plans than upon 
intuition 

1 2 3 4 5 

Section D: Sensing, Measurement and Analysis 

Wehold regular meetings to discuss and evaluate our overall strategy 
1 2 3 4 5 

We have an explicit document that outlines our 'goals and initiatives for at least 
the next 12 months 

1 2 3 4 5 

We have a process for measuring our progress towards our goals 
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1 2 3 4 5 

Section E: Involvement of Investors 

Our investors have had a major impact upon our strategic plans 
1 2 3 4 5 

Our investors have had a major impact upon the process for formulating strategy 
1 2 3 4 5 

Our investors have had a major impact upon the process for measuring 
performance 

1 2 3 4 5 
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Appendix B: Consent Form 

Consent Form - Study on Strategic Planning in New Ventures 

This research project involves the questions of: 1) how strategy is measured, 
managed, described and reassessed in early-stage technology ventures in 
Alberta 2) does this process affect an investors decision to invest. The project 
will investigate how early-stage technology ventures approach the process of 
strategic planning, including how an equity-based alliance with an investor can 
affect the strategic planning process. To what extent - and in what ways - does 
the process of managing venture strategy affect an investors decision to invest? 
You are being asked to participate because of the involvement.of your 
organization in early-stage technology commercialization process. While there 
will be no immediate benefit to you for participating in this study, the goal of this 
research is to gain insights that can be applied to foster successful research 
collaboration in the future. We will be pleased to provide you with a copy of 
resulting outcomes from this project. 

We are asking you to help by consenting to an interview. These interviews will 
be scheduled to meet your time constraints. The interviews will, with your 
permission, be recorded on audiocassette. 

Please note that all information gathered from you will be treated a confidential. 
Your participation is strictly voluntary and we assure you that neither your identity 
nor that of your organization will be revealed by us in any presentation or 
publication that result from this research without your written permission. If you 
have any questions regarding the study, please feel free to contact the principal 
investigator. 

I,  , agree to participate in the study 
outlined above. My participation in this study is voluntary and I understand that I 
may withdraw at any time. Should I withdraw, all information collected will be 
destroyed. 

Participant's signature 

Researcher's signature 

101• 



Date 

Date 

Principal investigator: Terry Ross, MBA Thesis Candidate, Innovation and 
Entrepreneurship program. 
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