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Abstract

This thesis explores the decision making processes behind Corporate Venturing (CV)
strategies, focusing on Corporate Venture Capital (CVC) and Venture Building (VB)
as pathways for corporate innovation and growth. CV is a key strategy within the
broader Open Innovation (OI) landscape, which emphasises the use of both internal
and external ideas to accelerate innovation. While the importance of CV is well-
documented, the comparison between CVC and VB remains underexplored,
particularly regarding how companies choose between the two approaches. This
research addresses that gap by identifying the key drivers companies use to determine
the optimal approach based on strategic goals and internal resources. Through a multi-
case study of 14 Italian companies, seven critical drivers were identified that influence
the choice between CVC and VB. The study further distinguishes between Corporate
Venture Building (CVB) and Advisory models. The findings show that CVC offers
access to external innovations with lower resource commitments, while VB provides a
more integrated approach but demands greater internal resources and long-term
investments. The results are synthesised into a Decisional Framework, guiding
managers in selecting the most suitable Corporate Venturing strategy based on
company characteristics and objectives. This framework contributes to the literature
by addressing gaps in strategy selection and provides practical insights for companies
navigating the complex landscape of innovation management. By analysing both CVC
and VB models, this thesis offers tools for fostering innovation and maintaining a

competitive advantage in rapidly evolving markets.

Key-words: Open Innovation, Venture Building, Corporate Venture Capital,

Framework, Multi-Case Study Analysis.






Abstract in 1taliano

Questa tesi esplora i processi decisionali alla base delle strategie di Corporate
Venturing (CV), concentrandosi su Corporate Venture Capital (CVC) e Venture
Building (VB) come percorsi per I'innovazione e la crescita aziendale. Il CV ¢ una
strategia chiave all'interno del pitt ampio panorama dell'Open Innovation (OI), che
enfatizza l'uso di idee sia interne che esterne per accelerare 1'innovazione. Sebbene
l'importanza del CV sia ben documentata, il confronto tra CVC e VB rimane poco
esplorato, in particolare per quanto riguarda il modo in cui le aziende scelgono tra i
due modelli. Questa ricerca colma tale lacuna identificando i fattori chiave che le
aziende utilizzano per determinare I'approccio ottimale in base agli obiettivi strategici
e alle risorse interne. Attraverso uno studio multi-caso che coinvolge diverse aziende
italiane, sono stati individuati sette fattori critici che influenzano la scelta tra CVC e
VB. Lo studio distingue inoltre tra Corporate Venture Building (CVB) e modelli
Advisory. I risultati mostrano che il CVC offre accesso a innovazioni esterne con un
impegno di risorse minore, mentre il VB fornisce un approccio piu integrato ma
richiede maggiori risorse interne e investimenti a lungo termine. I risultati sono
sintetizzati in un Framework Decisionale, che guida i manager nella selezione della
strategia di Corporate Venturing piu adatta in base alle caratteristiche e agli obiettivi
aziendali. Questo Framework contribuisce alla letteratura colmando le lacune nella
selezione delle strategie e offre spunti pratici per le aziende che devono affrontare il
complesso panorama della gestione dell'innovazione. Analizzando sia i modelli CVC
che VB, questa tesi offre strumenti per favorire l'innovazione e mantenere un

vantaggio competitivo in mercati in rapida evoluzione.

Parole chiave: Innovazione Aperta, Costruzione di Startup Innovative, Venture

Capital Aziendali, Quadro di Riferimento, Analisi Multi-Caso.
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1 Introduction

The pace and degree of novelty in innovation have varied across different eras, with
the last two decades witnessing an unprecedented acceleration. This rapid innovation
frequency has pressured companies to continuously adapt to remain competitive and
avoid obsolescence (Schilling, 2017, West & Bogers, 2014). Historically, firms have
primarily relied on internal efforts to generate and implement innovations,
predominantly through their R&D departments. This approach, known as the Closed
Innovation Model, involves the internal development of ideas, where resources are
transformed into specific knowledge within the company's boundaries, leading to the
completion of innovative projects (Trott, 2017). The advantages of this model include
effective knowledge management, strong intellectual property protection, and secure
relationships with partners (Lichtenthaler, 2011). However, the Closed Innovation
Model also has significant drawbacks, particularly its inflexibility, long development
cycles, and high costs, which make it less suited to the fast-paced demands of modern

innovation (Gassmann et al., 2010).

To address these limitations, Chesbrough (2003) introduced the concept of Open
Innovation (OI), which offers a more adaptable and dynamic approach. Open
Innovation is defined as the strategic use of external and internal knowledge flows to
accelerate internal innovation processes and expand the external application of
innovations (Chesbrough, 2006). This model encourages companies to leverage
external ideas and technologies while also sharing their own innovations with outside
entities, thereby enhancing their innovation capabilities and market reach (Huizingh,

2011).
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While Open Innovation enables companies to source ideas and technologies beyond
their organisational boundaries, it also introduces uncertainty when exploring new
markets or technologies. Firms often face significant risks, such as unclear target
markets or underdeveloped technologies. Historically, large R&D labs managed this
uncertainty, but rising costs and shorter product cycles have made this approach less
viable. Corporate Venturing (CV) has emerged as a key tool within the Open
Innovation landscape, allowing firms to explore new opportunities with reduced risk
by making external investments while gaining crucial market insights (Vanhaverbeke

et al., 2008).

This approach not only fosters innovation but also mitigates risks and accelerates time-
to-market (Napp & Minshall, 2011; Weiblen & Chesbrough, 2015). By combining the
Corporate Venturing approaches with the principles of Open Innovation, companies
can better navigate the complexities of modern innovation landscapes and sustain

long-term competitive advantage.

In today's highly competitive and ever-changing market, businesses often struggle
with the challenge of creating new business models from scratch, often lacking the
necessary knowledge, expertise, and time to do so effectively. This has led to a surge
in the adoption of Venture Building (VB), a system that bridges the gap between

entrepreneurial talent and the resources of established corporations.

Venture Building emerges as a powerful extension of Open Innovation, in the inbound
domain. Unlike conventional methods such as Corporate Venture Capital (CVC), VB
goes beyond mere investment. It involves creating separate entities or dedicated
departments within established corporations. These hubs serve as innovation
accelerators, enabling companies to explore novel market opportunities and rapidly
develop new ventures (LSE Business Review, 2022). By combining internal resources
with external talent, VB bridges the gap between established structures and

entrepreneurial agility. They leverage the established company's resources, expertise,
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and market access to build new ventures from external ideas and technologies. This
approach exemplifies the principles of Open Innovation, as VBs actively integrate
external knowledge and expertise into the corporation's innovation process
(Chesbrough, 2003). By fostering a collaborative environment that embraces external
ideas, VB accelerates internal growth and enhance the corporation's competitive edge
in the dynamic market landscape. In essence, VB represents a strategic tool for
established companies to participate in the broader Open Innovation ecosystem,

driving innovation and securing a competitive advantage.

While Venture Building directly fosters new ventures within a corporation, Corporate
Venture Capital takes a different approach within the Open Innovation framework,
relevant for the scope of this analysis. CVC involves established companies investing
in external startups and early-stage ventures (Cumming, 2008). These investments
provide corporations with access to promising new technologies, ideas, and talent that

can fuel their own innovation efforts (Wright et al., 2019).

In essence, CVC acts as a financial instrument within the broader Open Innovation
strategy. It helps access to external knowledge and fosters collaboration with
promising external ventures, ultimately contributing to the corporation's innovation

pipeline and competitive advantage (Keil, 2004; Chesbrough, 2003).

Corporate Venture Capital and Venture Building are both pivotal in driving
innovation but take different approaches. CVC involves investing in external startups
to acquire new knowledge and technologies, while VB focuses on creating and
developing new ventures internally. While CVC has been extensively studied,
particularly in its role in supporting Open Innovation, the theoretical understanding
of VB and its contribution to innovation is still limited. This research seeks to address
this gap by exploring how VB, compared to CVC, uniquely contributes to Open

Innovation, providing clearer insights for both academic study and corporate strategy.
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Corporate Venture Capital and Venture Building represent two distinct approaches
within the domain of Open Innovation. While both operate within the broader
innovation ecosystem, their methods for achieving success diverge significantly
(Chesbrough, 2003). This differentiation between CVC and VB underscores the need
for a deeper theoretical exploration to understand how these approaches contribute to
Open Innovation. We'll begin by unpacking the theoretical foundations of both CVC
and VB. This will involve an exhaustive review of existing literature to clarify their
core principles, implementation strategies, and potential benefits and drawbacks. By
analysing each concept in detail, a comparison between them can be effectively made,
ultimately building a robust theoretical framework to guide future research and

applications in the domain of corporate innovation.
In the end the aim of this report is to address some focused research questions:

1. How do Corporate Venture Capital and Venture Building practices work and

how do they differ from existing literature?

2. What decision making pathways lead companies to choose between Corporate
Venture Capital and Venture Building when pursuing specific innovation

goals?

While existing literature provides theoretical frameworks, there is a lack of empirical
research on how corporations implement and adapt these models in practice. There
seems to be a lack of clarity and consistency across different papers on these topics,
with some even contradicting one another. Moreover, much of the existing literature
remains theoretical, often failing to examine the practical changes occurring within
businesses. Although the documents reviewed were specific to each topic, none
provided a comprehensive comparison of the two approaches across multiple aspects,

leaving a significant gap in understanding how they function in practice.
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This study seeks to fill this gap by examining the unique characteristics and challenges
of these approaches, focusing on implementation phases such as deal sourcing,

investment evaluation and structuring and post-investment portfolio management.

To overcome the lack of empirical research a multiple-case study approach has been
employed to capture the diversity of implementation approaches within different

corporate contexts.

Firstly, data collection will involve semi-structured interviews with key informants
within 14 companies in the Italian context. These informants may include independent
Venture Builders, who work as consultants for corporates to set up ventures,
Corporate Venture Builder (CVB), internal units dedicated to the creation of startups

and CVC professionals.

Secondly, the collected data has been analyzed thematically to identify patterns and
recurring themes across the cases. This enabled us to have a more organized overview
on the interviews and to perform a better analysis of the information given. Following
the qualitative coding, it has been further analyzed the data comparing the opinions
of the interviewee identifying any correlations or significant differences between the

collected information.

Finally, the coded data were used, and patterns were identified to construct a
comprehensive understanding of the research question. This interpretation of the
tindings is the cornerstone of the research, offering valuable insights and contributing

to the theory of Open Innovation strategies for corporates.

By following this rigorous methodology, this research will offer valuable insights into
the evolving landscape of corporate innovation through a comparative analysis of

Venture Building and CVC approaches.

The insights gained from this study not only contribute to the academic discourse on
Corporate Venturing but also provide actionable guidance for practitioners aiming to

navigate the complexities of innovation in today's business environment. As
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companies continue to evolve their approaches to CVC and VB, embracing these
implications will be essential for driving sustainable growth and fostering a culture of

innovation.



2 Literature Review

2.1. Open Innovation and Corporate Entrepreneurship

Venture Building and Corporate Venture Capital are not standalone concepts, but
rather a specific branch of the broader concept known as Open Innovation. To fully
comprehend the role VB and CVC play within the innovation ecosystem for
companies, it's essential to first establish a clear understanding of Open Innovation

itself.

Innovation has always been considered as a critical factor, companies that do not
innovate are expected to die (Freeman, 1982). In today’s world the only constant is
change, so managing innovation is fundamental for every company, of every nature

and size, in every industry (Chesbrough, 2003).

In the last thirty years, many companies have experienced that the traditional process
of managing innovation has not worked anymore, in fact, funding and finding
opportunities for internal growth have become very challenging (Chesbrough, 2006;
Gassman & Enkel, 2004). This is a paradox because, until not so long ago, internal R&D
was perceived as a strategic asset and a competitive barrier to entry in many industries,
in fact only large companies with long-term research resources and programs could
compete (Chandler, 1977; Freeman, 1982). In contrast, in recent times, even companies
that do not pursue their own research can pose a threat to large, established firms,
because they have been able to innovate through research performed by others

(Chesbrough, 2003; Chesbrough, 2006).



8 2| Literature Review

Chesbrough (2003) stated that there is a paradigm shift in the way companies manage
innovations and defined the old paradigm as “Closed Innovation”. In this perspective
companies manage ideas completely internally, from generation, through distribution
and support, this is related to a perception where only if something is completely
developed internally it is possible to be sure of its quality and value (Chesbrough, 2003;
Freeman, 1982).

At the end of the 20th century, several erosion factors emerged that put the Closed
paradigm to the test. The first of these factors is the increasing mobility of experienced
and qualified people; the second factor was the emergence of private Venture Capital
(VC), which helped turn highly capable startups into insidious competitors for large,
established companies that had funded their own internal R&D in the industry and
developed ideas that these new companies nurtured to compete for industry

leadership ((Chesbrough, 2003; Laursen & Salter, 2006; Bogers et al., 2018).

In the situation characterized by these factors, Closed Innovation is no longer a
successful paradigm as it was previously and so a new approach called Open

Innovation emerged (Chesbrough, 2003).

2.1.1. Open Innovation

Henry Chesbrough's (2003) concept of Open Innovation has revolutionized how
companies approach growth. This paradigm shift emphasizes embracing external
ideas and collaboration for innovation, moving beyond traditional internal R&D.
Open Innovation's widespread adoption in recent decades has transformed the

business landscape and fostered a thriving industry of service providers.

Chesbrough (2006) describes it as a new paradigm that represents the antithesis of the
traditional vertical integration model in which the internal R&D performed all the
activities related to the development of new products and services. Nevertheless, it
does not mean that ideas can no longer be generated by the firm’s R&D and that it has

become obsolete, but that both internal and external ideas are utilized, through the
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business model, to create value (Chesbrough, 2006; Enkel et al., 2009). Open Innovation
is not only about integrating external ideas, but also about bringing internal ideas to
market through external channels, outside of the company's current business, to
generate added value (Chesbrough, 2003; Gassman & Enkel, 2004; Enkel et al., 2009).
In fact, projects sometimes may have more value in a different market than the one in
which they were developed, where they were perceived as useless, and thus
intellectual property is no longer something to be protected (Enkel et al., 2009;
Chesbrough, 2017). Instead, it is a new asset that allows to obtain additional profit
from its use by other companies and also leads the path to enter new businesses (Enkel

et al., 2009; Chesbrough, 2017).

Ideas no longer emerge only in large companies with established and skilled R&D
activities, but can emerge in a variety of environments, from individual inventors or
startups to research and academic institutions, but also from established companies
that decide to share their internal knowledge (Chesbrough, 2006; Laursen & Salter,
2006; Bogers et al., 2018). In this paradigm, research and development become an open
system and the ideas can come from inside or outside the company and can go to
market from inside or outside the company as well (Chesbrough, 2006; Enkel et al.,

2009).

This paradigm is based on the premise that useful knowledge is spread throughout
society and every company, no matter how established, must seek out valuable
external knowledge and integrate it with internal knowledge (Almirall et al., 2014;
Bogers et al., 2018). Open Innovation is not something that should be pursued only by
large companies, but should be applied by all types of companies, of all sizes, and in
the last years, these practices are spreading to governments and social sector

organizations too (Almirall et al., 2016; Bogers et al., 2018).

Open Innovation offers significant benefits for businesses. By tapping into external

knowledge and expertise, companies can accelerate the development of new
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technologies, products, services, processes, and business models (Gassmann & Enkel,
2006). This approach reduces costs and risks associated with R&D, especially in today's
fast-paced and competitive environment (Chesbrough, 2003). Open Innovation also
grants access to a broader pool of talent and resources, allowing companies to leverage

external expertise and capabilities (West & Lakhani, 2008).

The rise of Open Innovation has spurred the emergence of specialized service
providers. These providers offer a range of services to support companies' Open
Innovation initiatives, from identifying and evaluating external ideas and technologies
to connecting them with potential partners such as universities, research institutions,
and startups (Chesbrough & Bogers, 2014). Additionally, these service providers can
assist companies in managing intellectual property rights related to Open Innovation

activities (West et al., 2014).

To navigate the Open Innovation landscape effectively, companies can take several
steps. Clearly defining their innovation goals and needs allows companies to identify
the right partners and services (Gassmann et al., 2010). Conducting thorough due
diligence on potential partners' track records, expertise, and reputation ensures they
align with their needs (Van de Vrande et al., 2009). Finally, establishing clear
communication and collaboration guidelines sets expectations and defines roles and

responsibilities for successful partnerships (Fey & Birkinshaw, 2005).

In the domain of Open Innovation, organizations can pursue both inbound and
outbound approaches to drive collaboration and creativity (Chesbrough &
Brunswicker, 2014). Inbound innovation involves sourcing external knowledge, ideas,
and technologies into the organization. This can be achieved through collaborative
partnerships, crowdsourcing initiatives, and technology licensing agreements
(Hossain, 2013). On the other hand, outbound innovation focuses on leveraging
internal assets and capabilities to create value outside the organization. Strategies such

as licensing out technologies, participating in joint ventures, and spinning off new
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ventures fall under the domain of outbound innovation (Lichtenthaler, 2009). By
balancing both inbound and outbound innovation strategies, organizations can
effectively tap into external expertise while also commercializing their internal

innovations for mutual benefit (Hossain et al., 2016).

2.1.2. Entrepreneurial Ecosystem

Building upon the comprehensive exploration of Open Innovation, this research will
explore the world of entrepreneurial ecosystems. While Open Innovation primarily
focuses on the strategic management of knowledge flows within and between
organizations, entrepreneurial ecosystems encompass a broader perspective,
examining the interplay of various actors, including startups, corporations,

universities, and government institutions, within a specific geographic region.

When discussing innovation and entrepreneurship, it is essential to provide a
definition of what has emerged since the early 1990s as a new archetype, sparking a
wide debate involving numerous academics and professionals: Corporate Venturing.
This term demonstrates the strengthening of the newly presented link between the
corporate (i.e., a company already equipped with its own organizational structure and
a consolidated business model) and the concept of entrepreneurship (i.e., what is

commonly defined as "entrepreneurship") (Antoncic & Hisrich, 2001).

If once, seemingly, the two terms appeared unconnected, today they are more
connected than ever: the largest multinationals have now launched various programs
that aim on the one hand to spread a spirit of entrepreneurship and on the other to
propose themselves not only as protagonists of today but also as "innovation drivers"
of tomorrow (Gapp & Fisher, 2007). The goal is to build a network within the corporate
that can generate ideas and at the same time providing the appropriate tools for their

implementation (Kuratko, Montagno, & Hornsby, 1990).

This means that large companies are taking an increasingly influential role in what is

called the "entrepreneurial ecosystem". According to Zahra (1991), fostering
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intrapreneurship within large corporations can lead to significant competitive
advantages and sustained innovation. This new and distinct approach is an evolution
of the concept of the Marshallian "industrial district", rediscovered later in the 1980s
(Amin & Thrift, 2000) and used to indicate not only a geographical dimension but a
broader concept such as the vitality and rapid diffusion of knowledge that is generated

within these industrial clusters (Mason & Brown, 2014).

An "entrepreneurial ecosystem" is made up of specific elements that can be grouped
into six general domains (Isenberg, 2011): Favourable culture, Enabling policies and
leadership, Availability of adequate financing, Quality human capital, Risk-friendly

markets and Institutional and infrastructural support.

The definition of the term "ecosystem," in its scientific sense, concerns the exchange of
material and energy between living and non-living organisms belonging to the same
physical place, forming the basis of a self-sufficient and dynamically balanced system.
One key characteristic of these ecosystems is that they are open, capable of having
varying levels of interaction with the outside. This openness allows for more intense
interactions, which in turn drive economic growth and development in a specific
region (Moore, 1996). It is the interactions between various subjects within the
ecosystem that determine the acceleration of these processes. The success of an
ecosystem is built through the creation of synergies with the territory, as these
synergies enhance its capacity to generate new businesses (Feld, 2012). This
interconnectedness and the ability to foster innovation through collaboration are

crucial to measuring the ecosystem's success.

In fact, an entrepreneurial ecosystem can be defined as: "a combination of social, political,
economic and cultural elements, within a region that supports the growth and development of
innovative startups and encourages new entrepreneurs and other actors to take the risk of

creating, financing or assisting new high-risk ventures" (Spigel, 2017).
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In this perspective, the term "ecosystem" was introduced by Moore in 1993, arguing
that businesses do not evolve in a "still and empty environment" but have greater
possibilities for growth and creating job opportunities in an "open and dynamic

environment" (Moore, 1993).

2.1.3. Entrepreneurial Recycling

A defining characteristic of the ecosystem just described, which will prove to be an
essential element in Venture Builders, is the common practice of "Entrepreneurial
Recycling": entrepreneurs who have achieved business successes, even if not of great
media impact, are accustomed to leaving the company after it has been sold. While
some individuals may stay in their roles briefly to gain managerial skills, others
reinvest their wealth and knowledge into new ventures, contributing to new wealth
creation. Some become business angels, providing financial resources to startups, or
mentors, sharing their entrepreneurial experience as educators. This shift occurs
because experienced entrepreneurs understand that sustainable growth requires more
than just economic resources; it also demands time and other critical resources (Van
Osnabrugge & Robinson, 2000). Recognizing that mentorship and strategic guidance
are as crucial as financial investment, they actively support new businesses to foster

innovation and ensure longevity (Politis, 2008; Mason & Harrison, 2006).

In this regard, Spigel underlines how one of the distinctive characteristics of today's
entrepreneurship is the widespread "entrepreneurial culture" that can be positively
nourished by the stories of successful entrepreneurs (Spigel, 2017). Consequently, all
those platforms, physical and digital, that allow the elements of this ecosystem
(entrepreneurs and organizations) to cultivate innovation and the creation of new
ventures play a fundamental role. The coexistence of elements of different natures is
reflected in a heterogeneity of structures to support the development and growth of
startups. According to Clarysse et al. (2014), diverse support structures such as

incubators, accelerators, and co-working spaces enhance the vibrancy of the
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ecosystem. The liveliness of these information-rich environments, where knowledge
is transferred rapidly, promotes new business models: among these, precisely, the

Venture Building Model (Szigeti, 2016).

The process of "entrepreneurial recycling" is strongly driven by startup exits.
According to Mason and Harrison (2006), successful exits lead to reinvestment into the
ecosystem, fostering new ventures. In fact, a weak ecosystem, in which access to
financing sources is not easy, can oppose this recycling mechanism, leading to the
premature exit of startups that do not reach their potential value and hindering the
founders' acquisition of the right experience. Hsu (2006) notes that access to funding
is critical for the success and longevity of startups. To devote time and energy to the
activities just introduced, individuals must achieve a level of economic well-being that
allows them to dedicate themselves exclusively to these pursuits: these mechanisms of
human capital involvement are translated into a systemic perspective within new

organizations, such as Venture Builders.

In short, just as an entrepreneurial ecosystem influences the economic and social
development of a geographical region, the corporate ecosystem participates in the
creation and development of new startups in a Venture Building context. At the heart
of this ecosystem are precisely these startups, with their ability to be disruptive and
consequently create new job opportunities. This dynamic is highlighted by Isenberg
(2010), who emphasizes the role of startups in job creation. Consequently, the term
"startup ecosystem" is increasingly used instead of "entrepreneurial ecosystem": the
two ecosystems move in parallel, constituting themselves alternately as a created part

and a creative part.

A startup ecosystem is a dynamic and multifaceted environment characterized by a
blend of external and internal factors that work synergistically to foster innovation,
growth, and sustainability of new ventures. The external factors comprise a variety of

institutions and entities that provide the necessary infrastructure, resources, and
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support to startups. These include large companies, which may act as partners,
investors, or even competitors, offering both collaboration opportunities and
competitive challenges that drive innovation (Mason & Brown, 2014). Universities and
research centres play a pivotal role by contributing cutting-edge research, fostering
talent, and often spinning off new technologies and ideas through their incubators and
accelerators (Rothaermel, Agung, & Jiang, 2007). Service providers such as legal firms,
marketing agencies, and financial consultants offer essential services that help startups
navigate the complexities of the business world (Spigel, 2017). Additionally, other
organizations, including government bodies and non-profits, often provide funding,
policy support, and advocacy, creating a conducive environment for startups to thrive

(Stam, 2015).

On the other hand, the internal factors within a startup ecosystem pertain to the human
capital and the dynamic interactions among individuals and teams. This includes the
entrepreneurs who bring new ideas and drive their ventures forward with passion and
resilience (Acs, Autio & Szerb, 2014). It also encompasses the diverse pool of skilled
employees who contribute their expertise in various domains, from technology and
product development to sales and marketing (Colombo & Grilli, 2010). Mentors and
advisors provide invaluable guidance, leveraging their experience to help startups
overcome challenges and scale their operations (Wright, 2017). Furthermore, the
presence of a strong network of peers fosters collaboration, knowledge sharing, and
mutual support, which are critical for the growth and sustainability of startups

(Cohen, 2006).

The interplay between these external and internal factors creates a dynamic and robust
startup ecosystem. For instance, the collaboration between a university research centre
and a startup can lead to the commercialization of innovative technologies (Phan,
Siegel, & Wright, 2005), while partnerships with large companies can provide startups
with market access and distribution channels (Chesbrough, 2003). At the same time,

the internal culture of a startup, driven by a motivated and skilled team, can lead to
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breakthroughs that attract further investment and support from external stakeholders
(Blank & Dorf, 2012). Therefore, understanding and nurturing both the external
infrastructure and the internal human capital are crucial for the success of a startup

ecosystem (Isenberg, 2010).

2.2. Venturing for innovating

One key strategy within the framework of Open Innovation is Corporate Venturing, it
allows companies to engage with startups and entrepreneurs. Thus, organizations can
access and develop fresh ideas and technologies, fostering a culture of innovation and

staying competitive in rapidly evolving markets.

According to Gutmann (2019), Corporate Venturing is a strategic approach adopted
by established corporations to engage in entrepreneurial activities and foster
innovation within their organizations. This concept involves corporations investing in
or collaborating with external startups, entrepreneurs, or new ventures to explore new
markets, technologies or business models. By engaging in Corporate Venturing,
companies aim to drive growth, enhance competitiveness, and diversify their
portfolios. This practice allows corporations to access new ideas, talents, and

opportunities that may not be readily available within their internal structures.

The main idea behind Corporate Venturing is to combine the resources, expertise, and
market presence of established companies with the agility, creativity, and disruptive
potential of startups or entrepreneurial ventures. Through partnerships, investments,
or incubation programs, corporations can leverage external innovation to drive
internal transformation and stay ahead in a rapidly evolving business landscape.
Corporate Venturing serves as a bridge between the stability and scale of large
corporations and the agility and innovation of startups, creating a mutually beneficial
ecosystem that fuels growth and drives strategic renewal within organizations

(Gutmann, 2019).
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Corporate Venturing offers numerous advantages to firms seeking growth
opportunities and innovation. Companies can access new technologies and business
opportunities early on, allowing them to stay ahead of the curve and potentially gain
a competitive edge (Vanhaverbeke et al., 2008). Additionally, Corporate Venturing
enables firms to make small initial investments to learn about technologies, reducing
the strategic risk associated with committing to a specific application (Amram &

Kulatilaka, 1999).

An increasing heterogeneity of CV modes can be observed (Phan et al. 2009), such as
corporate accelerators (Pauwels et al. 2016), corporate incubators (Mian et al. 2016;
Barbero et al. 2012), Corporate Venture Capital (Chesbrough 2002; Rohm 2018) or
strategic partnerships with startups (Chang 2004). The main differentiation between
them lies in the process of engagement adopted and prioritization of objectives. Some
studies differentiate between financial goals, risk diversification and returns (Miles &
Covin, 2017) and strategic goals, such as accelerating innovation and gaining access to
technology (Birkinshaw & Hill, 2005). These strategic benefits can also encompass
fostering an entrepreneurial culture internally (Battistini et al., 2013). Additionally,
some scholars suggest that Corporate Venturing models may adopt a hybrid

approach, balancing both financial and strategic objectives (Battistini et al., 2013).

Form of venturing Defining Characteristics

“New ventures are funded without financial
intermediation (directly through the operating or
Direct-Internal ) o )
strategic budgets) and developed within the domain of

the corporation by corporate employees.”

“The corporation, without using a dedicated new
Direct-External venture fund, acquires or takes an equity position in an

external venture.”
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“The corporation invests in a Venture Capital fund
designed to encourage corporate employees to develop
Indirect-Internal | internal ventures. The Venture Capital fund typically
originates and operates within the corporation and is

managed by corporate employees.”

“The corporation invests in a Venture Capital fund that
targets external ventures in specific industries or
technology sectors. The Venture Capital fund may
Indirect-External | originate outside the corporation and be managed by
persons who are not corporate employees, or the fund
may originate within the corporation and be managed

by corporate employees.”

Table 1: Forms of Venturing (Miles & Covin 2002)

Corporate Venturing, as previously mentioned, can be manifested in many different
ways (Phan et al. 2009), but the scope of this research is on two primary approaches:
Corporate Venture Capital and Venture Building, one more established and studied
in literature, CVC, and one which is emerging more recently, VB (Osservatorio Italian
Open Innovation Lookout, 2024). This distinction highlights the different modalities
through which corporations can engage in venturing activities, with CVC focusing on
external investment and VB focusing on internal venture creation (Burgers, Sandberg,

& Hulsbosch, 2018).

Given the similarity in many characteristics, the development of the VB coincides with
the growth that Corporate Venturing, and in particular Corporate Venture Capital, in
recent years (Keil, 2000): companies turn to startups or smaller companies to solve
problems that they would not be able to solve on their own, or whose cost would be

greater than the benefit.
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Unfortunately, scholars” examination of CV is fragmented and not always coherent,
which results in an abundance of competing typologies and definitions that fail to
provide a holistic understanding of the relevant characteristics and differentiators
between CV modes (Narayanan et al. 2009). Since this research is focused only on
Venture Building and Corporate Venture Capital, the following section will describe
how these two concepts are described in literature, focusing on their process and
objectives. Although borders between definitions are often blurred in this newly
studied field, a clearer distinction is aimed to be provided. This distinction will be
useful for further discussion on the theoretical model and its practical implications. In
order to familiarise with the different models the table below presents a comparative
analysis between Venture Capital and Venture Builder, which is the most similar
comparable analysis available in the existing literature. It highlights key differences in
their operational approaches, ranging from the conception stage to the objective for

exit, offering valuable insights into their respective approaches.

Venture Capital Venture Builder
Comprehensive support in
Conception Finance and Know-How
business functions and premises
Duration Life of fund Several years
Compensation Equity Equity
Support Financing Yes Yes
Mentoring Intense Intense
Premises No Yes
ICT infrastructure No Yes
IT and
No Yes
programming
Marketing No Yes

Recruitment No Yes
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Objective for exit Next Investment phase Long term ownership

Table 2: Theoretical Comparison Between Venture Capital and Venture Builder

2.2.1. Venture Building

2.2.1.1. History

The roots of Venture Building can be traced back to the 1990s, with the rise of business
incubators such as Idealab. These early models provided a supportive environment
with shared resources for fledgling startups. Idealab, under Bill Gross' leadership,
became a true pioneer, launching a staggering number of companies, many of which

achieved successful exits.

The dot-com boom of the late 90s and early 2000s further fuelled interest in Venture
Building. However, the subsequent crash exposed the need for a more controlled
approach. After the dot-com bust, the mid-2000s saw a shift towards a more hands-on
model with the emergence of startup studios. Companies such as Betaworks and
Rocket Internet pioneered this approach, actively identifying opportunities, building
teams, and launching new ventures from the ground up. This marked a significant

departure from the passive support offered by traditional incubators.

In recent years, Venture Building has experienced a resurgence driven by several
factors. Corporations are increasingly pressured to innovate, and specialized studios
focusing on specific industries or technologies have emerged. Additionally, the

emphasis on agility and speed to market makes Venture Building a compelling option.

The current landscape is diverse, with models such as Venture Building seeing large
companies establish internal studios for new venture development. This approach
allows corporations to innovate from within, maintaining control over the
development process and leveraging existing resources and capabilities (Weiblen &

Chesbrough, 2015). Looking ahead, Venture Building is expected to solidify its
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position as a strategic approach for innovation. It offers a structured yet flexible

framework for navigating the ever-evolving business world.

2.2.1.2. Definition

Recently, principal investors have shown a growing interest in financing early-stage
startups through private equity or Venture Capital. According to Gompers and Lerner
(2001), venture capitalists play a crucial role in nurturing young firms by providing
not only capital but also strategic guidance. They often start by investing in funds or
co-investing with established managers, as highlighted by Lerner (1994), who noted
the importance of syndication in Venture Capital to mitigate risks and enhance due

diligence.

Despite this increased interest, principal investors are missing significant value
creation opportunities, particularly given their influential roles in their home
countries' financial ecosystems (Brander, Amit, & Antweiler, 2002). Their investment
teams frequently identify disruptive opportunities and promising startup ideas
(Gompers et al., 2020), but they struggle to convert these opportunities into successful

ventures (Kaplan & Stromberg, 2001).

This is where a Venture Building can make a difference. A Venture Builder is a
specialised unit of multidisciplinary experts dedicated to developing innovative
business concepts, launching new companies or products, and ensuring their success
(Kullik et al., 2018). By bridging this gap, VB enable investors to capitalize on these
opportunities more effectively, fostering innovation and growth in the startup
ecosystem (Kohler, 2016). The collaborative approach of VB integrates diverse
expertise, significantly enhancing the likelihood of startup success (Clarysse et al.,

2011).

Venture Building is increasingly gaining traction as a distinctive approach within the
broader framework of Corporate Venturing. Unlike other models, Venture Builders

focus on creating entirely new enterprises from the ground up, independent of the
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parent company, with the aim of capturing emerging market opportunities and
leveraging new technologies (Weiblen & Chesbrough, 2015). This model allows
companies to accelerate innovation by building on synergies with the parent
organization while maintaining the agility required to respond swiftly to market
changes and technological advancements (Ries, 2011). Venture Builders offer a unique
combination of resources, utilizing the established strengths of parent companies

alongside the entrepreneurial flexibility of startups (Kohler, 2016).

As a result, Venture Building functions as a powerful catalyst for innovation, blending
the flexibility typical of startups with the structured resources and expertise of larger
corporations (Miller & Bound, 2011). This approach defines a new phase of business
creation and strategic collaboration within the contemporary entrepreneurial
ecosystem, where both large firms and emerging startups can prosper together.
Although Venture Building holds considerable promise, it's crucial to acknowledge
that it is an emerging paradigm that continues to develop, and the practical outcomes
of these models remain somewhat unpredictable. In fact more research is needed to
understand the long-term success factors and challenges involved in scaling this

approach.

The companies behind this system act as real factories of startups, guiding the
identification of new business ideas, their financing, the definition and management
of dedicated teams, the development of products and new business and, finally, the
likely scale-up transformations (Intelectium, 2020). In other words, these entities are
responsible for the construction and subsequent development of their new business
startups within the parent companies themselves, and then launching and exploiting

them on the market.

In conclusion, the term 'Venture Building' can be considered to encapsulate the
concept of company spin-offs (Sharma & Chrisman, 2007), involving the initiation of

joint ventures or joint business activities. These activities facilitate the expansion of a
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company's consumer and supplier base and support complementary businesses

(Weiblen & Chesbrough, 2015).

Such activities not only aim to make the innovation process internal to the company
boundaries, but also serve as exploratory vehicles to validate and execute new
business models outside these boundaries, mainly in new and separate organisational

entities.

2.2.1.3. Process

The Venture Building approach is not suited for most private equity firms. But for
principal investors, which are individuals or entities that invest their own capital
directly into projects or companies, often seeking significant control or influence over
their investments, with a longer time horizon and the requisite digital business
development skills, or the willingness to partner with organizations that have them,

the VB brings significant financial and nonfinancial benefits.

The Venture Building Operating Model

The primary objective of the Venture Building model is to address common challenges
faced by innovative enterprises from their inception. To illustrate this, data reveals that
between 75% and 95% of startups fail, depending on whether failure is defined as the
inability to repay the initial investment or the inability to achieve set goals (Ghosh,
2011). The credibility of the Venture Building model is further evidenced by its
adoption by leading consulting firms, which appreciate its ability to blend process

efficiency with continuous innovation in their business models (Ries, 2011).

Venture Building involves creating and supporting multiple startups simultaneously,
leveraging shared resources, infrastructure, and expertise to maximize success rates
(Clarysse et al., 2011). The model emphasizes a structured approach to innovation,
employing methodologies such as Lean Startup and Agile development to refine

business ideas and reduce time to market (Eisenmann et al., 2012; Ries, 2011).
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Additionally, Venture Builders provide strategic guidance, operational support, and
access to a robust network of investors and industry experts, which significantly

enhances the startups' chances of success (Kohler, 2016).

The Venture Building model seeks to reduce the risk of idea failure after significant
time investment by applying an iterative approach at a portfolio level rather than
focusing on individual projects. By iterating on multiple projects and selecting the
most promising ones, this model provides a more effective pathway to success
(Maurya, 2012). This approach ensures that resources are concentrated on ventures
with the highest potential, thereby increasing the overall success rate of the portfolio.
Furthermore, the collaborative environment fostered by Venture Builders encourages
knowledge sharing and continuous improvement, which are critical for scaling

successful startups (Grimaldi & Grandi, 2005).

The VB unit should typically be set up as a separate entity from the rest of the
company’s fund that sponsors it. The VB leaders should have discretion over hiring
and their own internal processes. They can be wholly owned by the company, but

autonomy is critical because the skills are different (BCG, 2022).

Building on this, the autonomy of the Venture Builder unit is essential to ensure that
decision making remains agile and responsive to the needs of the ventures being
developed (Weiblen & Chesbrough, 2015). This separation allows the Venture Builder
to focus solely on the innovation pipeline, avoiding bureaucratic hurdles and ensuring
that the right talent and processes are in place to foster rapid development (Kohler,
2016). By acting as an incubator for new ideas, Venture Builders play a critical role in
nurturing the growth of startups within a controlled environment that combines

entrepreneurial freedom with corporate resources.

The core activities of the Venture Building model typically include ideation, recruiting,
validation, scaling, and support. These stages are designed to systematically transform

an idea into a market-ready product, starting from concept development, market
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testing, and iterative prototyping (Blank, 2013). Venture Builders also offer strategic
support in critical business functions such as IT, marketing, and recruitment, helping
startups to build a solid foundation for growth (Weiblen & Chesbrough, 2015).
Additionally, through mentoring, networking, and access to funding, Venture

Builders create an ecosystem where startups can thrive (Cohen et al., 2019).

Core Activities

In the following subsections, the implementation of key activities within the Venture
Building Model will be presented. Four core activities are central to this model: the
development of the business idea, team formation, searching for and raising capital,
and defining the investment strategy, including the necessary setup to support the

management of new startups (Gosling & Martin, 2013; Dees & Starr, 1992).

Furthermore, two non-core tasks are notable. The first, known as ‘definition of
methodology and learning processes,” involves creating systems for knowledge
transfer and sharing within the ecosystem (Katz & Green, 2002). The second task,
referred to as ‘talent acquisition,” is crucial for sourcing and placing personnel in new
projects. While this task may be delegated to the startups themselves, the Venture
Builder must still ensure a skilled team is in place to meet the demands of new ventures
(Zhao & Seibert, 2006). However, the line is very thin since, as seen above, the Venture
Builder is concerned with having talented people within his team who are capable of

meeting the challenge that these new roles require.

Ideation of the Business idea

The initial phase of Venture Building involves ideation and concept development,
which is crucial for setting the foundation of future startups. Company Builders
typically leverage extensive market research and industry insights to identify unmet
needs and emerging trends. According to Mocker et al. (2015), Corporate Venturing

employs structured approaches such as design thinking and lean startup
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methodologies to generate viable business ideas. Design thinking emphasizes
empathy and user-centric innovation, ensuring that ideas are deeply rooted in real
market needs (Brown, 2008). Lean startup methodology, as described by Ries (2011),
focuses on rapid prototyping and iterative testing, which allows for quick validation
and refinement of business concepts. By systematically exploring various hypotheses
about the market and user needs, Venture Builders can significantly enhance the

likelihood of developing successful startups.

The generation of the business idea is the basis for defining the type of relationship the
venture will have with the parent company: being the originator of the fundamental
part of any business makes the builder retain (or not) all or a substantial part of the
equity. Thus, in practice, the dedicated entity can preserve itself to accept external

ideas as well, but always behaving as a co-founder of the project (Szigeti, 2016).

The real novelty introduced by the Venture Building Model is that of having redefined
the role of the founders, overturning a long-standing relationship that saw in the
“founder-idea” duo an inseparable equivalent: Venture Builders assign the idea to
those who, within a “founders” network”, demonstrate that they possess the ideal

characteristics and deliver an already validated concept.

Team Formation and Talent Acquisition

In Venture Building, ‘human capital” takes on great importance, which must not only
be able to take care of the management within the dedicated entity and the startups
created, but also to help identify teams capable of realising added value from the

different projects.

Human capital is described by the Treccani Dictionary of Economics and Finance with
the following definition: ‘A set of skills, competences, knowledge, professional and
relational abilities generally possessed by the individual, acquired not only through
schooling, but also through long learning or experience in the workplace and therefore

not easily replaceable as they are intrinsically elaborated by the person who acquired
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them. Although they cannot be measured univocally, the components of human
capital nevertheless determine the quality of the performance delivered by the holder,
contributing to increasing the productivity of a company and qualifying it by
influencing its results’. This definition implies the possibility of investing in people,
through education and training plans, from which productivity can be increased

(Goldin, 2014).

Once a promising idea is identified, the next step is to form a capable team to bring the
concept to life. Venture Builders place significant emphasis on assembling diverse and
skilled teams, as the success of a startup largely depends on the capabilities of its
founders and early employees. Weiblen and Chesbrough (2015) highlight that Venture
Builders engage in rigorous talent acquisition processes, often drawing from their
extensive networks and leveraging their reputation to attract top talent. This phase
involves matching the right individuals with the appropriate roles, ensuring a
cohesive and complementary team dynamic. Research by Beckman et al. (2007)
underscores the importance of team composition, suggesting that diverse teams with
varied backgrounds are more likely to innovate and solve complex problems

effectively.

Another peculiarity of Venture Building in general is what Evan Williams, the well-
known co-founder of the social platforms Twitter and Blogger, defines as “parallel
entrepreneurship’: this term refers to the simultaneous creation and management of
multiple projects or startups at different stages of development. This definition echoes
the concept, introduced in the 1980s by Ronstadt, of the “habitual entrepreneur’. Thus,
the term ‘parallel entrepreneurship’, rather than the progress of multiple business
ventures in a serial manner, emphasises the coexistence and co-existence of different

projects.
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Fundraising

In the beginning, the causes motivating fundraising activities concerned the growth
and development of a project and were typically promoted by non-profit organisations
and on a voluntary basis, i.e. they fell under the umbrella of solidarity activities

(Tempel, Seiler, Aldrich, & Rosso, 2011).

Unlike traditional Venture Capital, Venture Builders typically provide initial seed
funding and continue to support the startup through subsequent funding rounds.
Cohen and Hochberg (2014) note that Venture Builders benefit from access to a
centralized pool of resources, allowing them to efficiently allocate capital to the most
promising ventures. This financial support is often coupled with access to shared
services, such as legal, marketing, and administrative assistance, which reduces the
operational burden on the startup team and allows them to focus on product
development and market entry. Lerner (1994) emphasizes that syndication in Venture
Capital investments helps in risk mitigation and enhances due diligence, further

supporting the structured funding approach of Venture Builders.

Validation and Scaling strategy

The Venture Building Model's product development and market validation phase is
pivotal, marked by the employment of iterative methodologies to rapidly prototype
and test products. Ries (2011) emphasizes the importance of the build-measure-learn
feedback loop in creating successful startups. This loop involves continuously iterating
on the product based on real-world feedback, which is essential for refining the
product and achieving product-market fit. Venture Builders facilitate this iterative
process by providing access to experienced mentors, industry experts, and a network
of potential customers for early feedback (Ries, 2011). This approach ensures that
startups can make informed decisions and adapt their products to meet market

demands effectively.
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The customer development process, as outlined by Blank (2013), is integral to this
phase. It involves direct interaction with potential users to validate hypotheses and
ensure that the product addresses genuine market needs. By engaging with customers
early and often, Venture Builders can gather valuable insights that drive product
development in the right direction. This process not only helps in refining the product
but also in building a loyal customer base that is invested in the startup's success

(Blank, 2013).

Once a product has been validated in the market, the focus shifts to scaling and
growth. This phase is characterized by leveraging extensive networks and industry
connections to accelerate the startup's growth. Clarysse et al. (2011) highlight that
Venture Builders provide strategic guidance and operational support during this
phase, assisting with business development, international expansion, and the
formation of strategic partnerships. The centralized support system of Venture
Builders ensures that startups have access to the necessary resources and expertise to

navigate the challenges of scaling.

Gans and Stern (2003) argue that forming strategic alliances and leveraging external
resources are crucial strategies for startups aiming to scale rapidly and effectively. By
partnering with established companies and leveraging their resources, startups can
gain access to new markets, technologies, and expertise that would be difficult to
acquire independently. This collaborative approach enhances the startup's ability to

scale and increases the likelihood of long-term success.

By encompassing all stages from ideation to exit, company builders provide
comprehensive support to their ventures, significantly increasing their chances of
success. The literature highlights the importance of a rigorous ideation process
(Mocker et al., 2015), effective team formation (Weiblen & Chesbrough, 2015), efficient
resource allocation (Cohen & Hochberg, 2014), iterative product development (Ries,

2011), strategic scaling (Clarysse et al., 2011), and meticulous exit planning (Gompers
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& Lerner, 2001). This integrated approach underscores the unique value proposition

of Venture Builders in the contemporary startup ecosystem.

2.2.1.4. Difference Startup Studio & Venture Builders

As shown in the table below the existing literature does not clearly differentiate
between the concepts of a Venture Builder and a startup studio, often using the terms
interchangeably or with overlapping definitions. This lack of clarity creates confusion
and hinders a comprehensive understanding of these models, which are crucial in the
entrepreneurial ecosystem for fostering innovation and business creation. This
research aims to fill this gap by providing a precise definition and a more specific
understanding of the Venture Building Model. By doing so, the study aims to clarify
the distinctions and similarities between the Corporate Venturing approaches,
ultimately contributing to a more robust theoretical framework and practical guidance

for entrepreneurs and investors alike.

Author(s) Definition

“(Venture Builders) use their own resources to
build up companies, establishing numerous
companies in a series. In doing so, this investor
type facilitates internal and external business
Scheuplein & Kahn (2017)
ideas... (combining) both the innovative capacity
of founders and the financial resources of a large

company with the desire for long term

employment and corporate affiliation”

. “(Venture Builders) actively assemble startup
Kohler & Baumann (2017)

tirms in a factory-like manner, i.e., with a focus on
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speed, efficiency, and scale, and using

standardized processes and shared resources”

“Startup studios are organizations that build
startups in a sustainable and repeatable way...
Szigeti (2017) They focus on building multiple products &
startups simultaneously. The idea generation is

largely an internal process”

“Studios take internally formed scalable projects,
Lawrence (2017)
put teams on them and help them scale.”

Table 3: Venture Builder/Startup Studio definitions from existing literature

The delineation between Startup Studios and Venture Builders often blurs,
necessitating a clear distinction between their operational models and objectives.
While both entities contribute to the startup ecosystem, their approaches and outcomes

diverge significantly.
The main differences from the two approaches:

e OQutcomes: Startup Studios produce startups with the goal to exit them,
eventually to a corporate that typically becomes involved with the project later
on. Venture Builders produce new businesses with the main goal of handing
them over to the business units. A new entity (spin-off) may originate but, if
successful, the new company is supposed to mainly work with the parent

company rather than be an independent entity (Onetti A. 2021).

e The way it's managed: Initiatives run through a Venture Builder are managed
internally by the corporate, although the managing team is usually
complemented by third parties providing entrepreneurial skills, outside

investors view, and cross-industry experience. In Startup Studios, ventures are
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backed and run almost independently, although with potential areas of

integration with the corporate(s) participating in the project (Onetti A. 2021).

Startup Studios primarily function as idea generators and incubators. They conceive,
develop, and launch new ventures internally, often leveraging their parent company's
resources and expertise. Their focus lies in creating high-growth, scalable businesses
with the ultimate goal of achieving a substantial financial exit through sale or IPO. This
model emphasizes operational control and intellectual property ownership,

positioning Startup Studios as de facto entrepreneurs (Chesbrough, 2003).

In contrast, Venture Builders adopt a more collaborative approach, often partnering
with external founders or entrepreneurs to develop and scale new ventures. While
they provide resources, mentorship, and infrastructure, they maintain a distinct
separation between the Venture Builder and the startup entity. Venture Builders
frequently adopt a longer-term perspective, aiming to build sustainable businesses
and create value through multiple exit channels, including acquisitions, IPOs, or

continued ownership (Morris, Henke, & Pavlou, 2005).

Moreover, Startup Studios typically operate with a portfolio of ventures, allowing for
diversification of risk and potential for multiple successful exits. Venture Builders, on
the other hand, may have a smaller portfolio of ventures but often invest more deeply

in each, providing more comprehensive support and resources.

Both Startup Studios and Venture Builders contribute to the startup ecosystem, their
distinct approaches, objectives, and operational models warrant careful consideration

for corporations seeking to leverage these innovation strategies.
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Venture Builder Startup Studio
Number of FEW FEW
Ventures Launch a few initiatives per year Launch a few initiatives per year
INTERNAL/EXTERNAL
Build from concept or ideas INTERNAL
Organization coming from top management, Build from concept/scratch
employees or outside
entrepreneurs
FULL MINIMAL
Corporate
Corporate decides which ventures Corporate may invest in some
Control/Drive
to start startups
MINORITY
MAJORITY
Corporate Corporates may invest into startups
Ventures are controlled by
Ownership launched by the Studio, majority

corporates since Iota

taken down the way through M&A

Management of

INTERNAL

Ventures run internally with

EXTERNAL

Venture created and run by an

Ventures external entity, corporate may
support from outside
eventually invest — seed capital
MOSTLY EXTERNAL
MOSTLY INTERNAL
Seed founding provided by Startup
Funding Seed and growth capital provided
Studio, corporate may join to
by corporates
support growth and/or exit
A NEW BUSINESS
A STARTUP
Outcome To be handed over to business
To be exited in 3/5 years
unit or spin-off company
LAUNCH ACQUISITION
Goal

Of new Businesses

Of externally developed solutions

Table 4: Venture Builders and Startup Studios key differences
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2.2.2. Corporate Venture Builder

2.2.2.1. Definition

To date, most Venture Builders have been run by private companies. Typically, the VB
organization takes the form of a subsidiary unit within its parent company. This gives
it an independent character and enables a true startup atmosphere. The VB subsidiary
manages a portfolio of ten or more early-stage investments, adding a handful of new
Venture Building initiatives each year. The fund is the principal investor in every
venture and maintains a close working relationship, often appointing or overseeing

some of the leading executives. (BCG, 2022).

This method is known as Corporate Venture Building (CVB), a model of startup
acceleration (especially for those in the technology, environmental or R&D sectors)
that supports their creation and subsequent growth, thanks to the joint work and
mentoring of large companies that put their best resources (such as funding and
industrial knowledge) at the disposal of externally acquired entrepreneurial talent. In
the ever-evolving landscape of business innovation, establishing organizations
dedicated to CVB is increasingly recognized as a crucial strategy for maintaining
competitive advantage, harnessing innovation, and delivering financial returns to

various stakeholders.

Corporate Venture Building could therefore be identified as a catalyst for developing
new products and services strategically aligned with the objectives of the parent
corporate, allowing an engine of innovation to be built with the speed, flexibility, and
agility typical of a startup, but with the support and resources available to the ‘creator
company’. Thus, it could also be argued that one refers to the CVB model when a
company founds a separate and independent entity that acts as an external centre for
innovation, thus avoiding corporate bureaucracy, while remaining closely aligned
with the strategic imperatives of the parent company (Weiblen & Chesbrough, 2015).

The Corporate Venture Building (CVB) model blends the stability of large companies



2| Literature Review 35

with the agility of startups, making it a strong approach for driving innovation and
meeting strategic goals. By combining the resources and experience of established
firms with the fast, flexible ways of startups, this model helps businesses explore new
opportunities while staying aligned with their long-term objectives (Birkinshaw &

Hill, 2005).

2.2.2.2. Implementation’s model

As mentioned above, Corporate Venture Building has only appeared in recent years
and, consequently, is still being developed as a new vehicle for pursuing Open

Innovation.

In one approach of Corporate Venture Building (CVB), corporations create and
nurture startups internally, leveraging their own ideas, technologies, and resources.
This model enables companies to maintain complete control over the entire venture
creation process, from idea generation to team management and scaling. The
corporation’s role includes identifying potential ideas within its business units,
selecting relevant technologies, securing funding, and recruiting both internal and

external talent to drive the development of these ventures (Tidd & Bessant, 2020).

This first type is likely to be used especially by those corporate Venture Builders who
intend to “keep” ideas developed internally, without opening up too much to the

market (not fitting perfectly with the primary meaning of Open Innovation).

This motivation, combined with an environment still in a premature stage, pushes

companies to move independently, making this typology rarely used.

A second approach is external Venture Building for Corporates: the corporation
commissions the creation of the new corporate startups to Venture Builders who could
be described as “external and specialised”, who nevertheless work alongside the
company and are commonly known (misleadingly) as corporate Venture Builders.

These external Venture Builders are to be imagined as companies created by teams
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with years of experience in entrepreneurship and the creation of new startups

(CincoDias, 2018) and therefore very specialised in the area of Open Innovation.

In particular, these corporate Venture Builders, focused on working exclusively with
large companies, deal with the entire process of creating new startups and the
necessary recruitment of external entrepreneurial talent, obviously according to the

needs specified by the underlying corporate.

The winning aspect of this corporate Venture Building model is to being able to make
up for the shortcomings of large companies in the field of Open Innovation with the
great capabilities of external entities that have been created exclusively to dedicate
themselves to these aspects for a long time: the key is precisely being able to combine
the skills, knowledge and experience in the development of startups characteristic of
corporate Venture Builders with the funding, teams, ideas, resources and sector
knowledge typical of the parent company (El Referente, 2020). Therefore, large
companies create new companies completely externally, working however, together

with corporate Venture Builders (El Referente, 2020).

In each of the different Corporate Venture Building models presented, whether
internally created by companies or developed in collaboration with external Venture
Builders, the key to success is always to exploit and combine all the resources available
within the company walls. According to Weiblen and Chesbrough (2015), leveraging
internal resources with externally acquired talent is essential for the formation of
highly qualified teams, which are crucial for creating new startups. These teams are
responsible for the creation of new ventures and driving innovation forward. It is
important to emphasize that different CVB implementation models significantly

impact the level of risk that companies are willing to take.

Indeed, on the one hand, the company may decide to take all the risk of creating new
startups by developing its corporate Venture Builder in-house and on its own (as

introduced in the first point of the list above). However, these companies often give
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their in-house corporate Venture Builders a sufficient level of independence from their
parent companies to be able to parent companies sufficient to be able to create startups
in an agile and flexible manner (Medium, 2020): the parent company nevertheless
maintains, together with this separate Venture Builder and through a qualified team,
a smooth and continuous connection. In other words, this corporate Venture Building
model allows companies to gain agility in decision making, increase flexibility in
making necessary changes, and minimize the risk of failure by utilizing internal ideas

and technologies to create startups externally.

Moreover, companies that follow this model can benefit from the sole ownership of
the profits generated by their startups. As highlighted by Kanbach and Stubner (2016),
this autonomy and ownership enable the parent company to fully capitalize on the
success of their ventures. The strategic use of internal resources combined with
external entrepreneurial talent helps these corporate Venture Builders to swiftly adapt

to market changes and drive innovation effectively.

2.2.2.3. Impact of CVB on Firms

Corporate Venture Builders significantly impact firms by providing comprehensive
support throughout various stages of venture development. One of their
distinguishing features is the ability to assist from the initial discovery phase to Series
A funding, encompassing critical aspects such as product development, marketing,
customer acquisition, and other essential activities for venture success (Gosling &
Martin, 2013; Wiggins & Gibson, 2003). The financial structure of CVBs typically
includes cash components designed to cover operational expenses for the venture
team on the ground. In contrast, profits are primarily derived from equity stakes,
which materialize only if the venture achieves success (Mian, 1997). CVBs employ a
transparent capital allocation model that distinctly separates cash funding from equity

injections from the corporate parent to the venture (Hackett & Dilts, 2004).
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CVBs integrate both corporate and entrepreneurial talent to leverage a broad spectrum
of expertise necessary across the entire venture creation process. The approach of
different CVBs can vary significantly based on their sector focus, with some adopting
a generalist approach while others concentrate on specific industries. CVBs with a
defined sector focus are often more inclined to invest in developing sector-specific
assets and building targeted networks, which align with their strategic objectives.
Consequently, the expertise and resources available to ventures will reflect the CVBs'
strategic choices regarding sector specialization, influencing the overall effectiveness

of their support and network development efforts.

The connection between CVBs and the corporations that founded them can be hugely
beneficial when the companies themselves become the CVBs’ first customers. While a
normal startup often struggles to get customers at first, a CVB can have a huge network
of customers on hand by leveraging their corporation’s connections, providing them

with instant exposure, revenue, and a reputation boost (Lopez Sela, 2022).

Perhaps the greatest advantage of the Corporate Venture Building model is that it
allows large corporations to cover their innovation needs to remain competitive in the
market. This has been validated by companies such as Carrefour or Grupo Hotusa, in
Spain, which has managed to take advantage of opportunities, conquering new
international markets in other countries by implementing this acceleration system of

business projects that are starting up (Lopez Sela, 2022).

2.2.3. Corporate Venture Capital

2.2.3.1. History

Corporate Venture Capital has a dynamic history marked by distinct waves of activity.

The current period is characterized by the fourth wave. Established corporations
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remain a significant source of funding for entrepreneurs, second only to independent

VC firms in terms of total investment (Prowse, 1998; Timmons, 1994).

The first wave of Corporate Venture Capital emerged in the 1960s, fueled by three key
trends: corporate diversification, excess cash flow, and the success of independent
Venture Capital firms (Fast, 1978; Gompers & Lerner, 1998). Around a quarter of
Fortune 500 companies experimented with venturing programs, either investing in
external startups or encouraging employee-led ventures (Gompers, 2002). For
example, Exxon's affiliate Exxon Enterprises funded over 30 high-tech ventures in the
1970s (Sykes, 1986). These programs aimed to address corporate needs or explore new

markets.

This initial wave came to an end in the mid-1970s due to several factors. The collapse
of the IPO market and the oil crisis hampered cash flow for corporations (Gompers &
Lerner, 1998). Additionally, internal friction and poor performance led to the

termination of many CVC programs (Gompers & Lerner, 1998).

The early 1980s saw a resurgence of CVC activity driven by legislative changes,
technological advancements, and a favourable market. Chemical, metal, technology,
and pharmaceutical companies all launched new venturing initiatives (Sykes, 1986).
However, the 1987 market crash again caused a decline in CVC activity (Chesbrough
& Tucci, 2002).

The third wave of CVC arrived in the 1990s with the rise of the internet and a surge in
Venture Capital investing. The number of CVC programs skyrocketed, with diverse
corporations such as News Corp. and Dell establishing funds (Venture Economics,
2000). Inflation-adjusted investment levels surpassed previous waves, with
corporations contributing significantly to the Venture Capital landscape. By 2000,
Corporate Venture Capital investments exceeded $16 billion, a significant jump from
$0.5 billion just four years earlier. However, the dot-com bubble burst in 2000 led to

another contraction in CVC activity (Chesbrough, 2002).
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Corporate Venture Capital has seen a resurgence in the 21st century. Unlike prior
waves, this resurgence reflects a strategic shift. Despite economic downturns,
corporations have consistently contributed around 15% of annual Venture Capital

activity since the mid-1990s (Laursen & Salter, 2012).

This fourth wave shares similarities with the past in its investment targets (internet,
semiconductors, etc.) and geographic reach (including developing countries).
However, a key difference lies in the view of CVC as a core innovation strategy.
Historically, CVC programs had short lifespans, hindering talent acquisition and deal
flow (Gompers & Lerner, 1998). The current trend of longer-lasting programs (over

four years) suggests a more strategic commitment (Chesbrough & Tucci, 2002).

This shift mirrors a broader trend in R&D strategies. Companies are embracing "Open
Innovation" (Chesbrough, 2003), seeking external ideas through CVC. CVC allows
them to learn from innovative ventures, becoming an integral part of their innovation

toolkit.

The history of CVC offers valuable lessons. New technologies drive CVC investment
as established firms seek to leverage entrepreneurial ventures. Financial markets also
play a role, fostering both entrepreneurial activity and the conversion of technology
into financial returns. As CVC becomes more strategic, it may prioritize technological
advancements over short-term financial gains. At the firm level, CVC remains a tool
primarily used by large firms in dynamic industries to counter Schumpeter’s
competition. This, along with the extended program lifespans, strengthens the
argument that CVC is now a key component of a firm's external "Open Innovation"

strategy (Dushnitsky, 2012).

2.2.3.2. Definition

Corporate Venture Capital, defined as direct minority equity investments by
established firms in high-growth startups, plays a central role in the Venture Capital

ecosystem (Dushnitsky, 2006). This three-way interaction between corporations,
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dedicated CVC units within those corporations, and the ventures themselves,

generates significant benefits for all parties involved (Jeon & Maula, 2022).

Acting as intermediaries, CVC units connect ventures with valuable resources that
complement their own capabilities (Chesbrough, 2002). Operating in dynamic
environments, ventures benefit from the technical support and financial backing
associated with CVC investments, often overcoming resource constraints that could
hinder their growth (Maula et al., 2005). For corporations, CVC investments provide a
vital tool to foster innovation within the ventures they invest in, potentially leading to
the development of new technologies or the exploration of new markets (Dushnitsky

& Lenox, 2005b).

This trend of corporate involvement in Venture Capital is reflected in the rising
number of corporations adopting CVC practices. In the US alone, the total number of
transactions with CVC involvement increased by 11% in 2014 (NVCA, 2015), with

major players such as Google and Intel leading the charge (CB Insights, 2015).

While internal efforts focus on in-house innovation, CVC fosters collaboration across
organizational boundaries through dedicated units (Keil, 2000; Narayanan et al., 2009;
Sharma & Chrisman, 1999). These CVC units can be structured as independent funds
within the corporation or operate as limited partners in external funds managed by
venture capitalists (Keil, 2000; McNally, 1995). The core function of a CVC unit hinges
on its role as an intermediary between the corporation and the ventures it invests in
(Keil, 2000). This intermediary role shapes the governance of CVC programs and the
motivations behind them, which can range from purely financial returns to strategic
benefits for the corporation (Ernst et al., 2005; Chesbrough, 2002; Dushnitsky & Lenox,
2006).

2.2.3.3. Process

Corporate Venture Capital has emerged as a significant avenue for fostering

innovation and strategic growth within large corporations. According to Gompers and



42 2| Literature Review

Lerner (2000), CVC allows corporations to invest directly in external startup
companies, thereby gaining competitive advantages, accessing new technologies, and
tapping into emerging markets. This strategic investment approach is seen as a means
to bridge the gap between established firms and innovative startups, offering a
symbiotic relationship that benefits both parties (Weiblen & Chesbrough, 2015). The
process and activities of CVC are multifaceted, encompassing stages from deal

sourcing and evaluation to post-investment management and strategic integration.

Deal Sourcing and Evaluation

The initial phase of CVC involves identifying potential investment opportunities,
known as deal sourcing. Corporations leverage their extensive networks, attend
industry conferences, and engage in Venture Capital ecosystems to discover
promising startups. According to Gompers and Lerner (2001), venture capitalists play
a crucial role in supporting young firms by providing not only capital but also strategic
guidance. This process is crucial, as it sets the stage for further evaluation and

investment.

Once potential investments are identified, a thorough evaluation process begins. This
involves assessing the startup's business model, market potential, technology, and
alignment with the corporation's strategic goals. Kaplan and Stromberg (2001)
emphasize that venture capitalists as principals engage in rigorous contracting,
screening, and monitoring to ensure the viability of their investments. This due
diligence phase is critical for mitigating risks and ensuring that the startup has the

potential to deliver strategic and financial returns.

Investment and Structuring

Following a successful evaluation, the next step is the investment and structuring
phase. CVC investments can take various forms, including equity stakes, convertible

debt, or strategic partnerships. The structure of the investment is tailored to align with



2| Literature Review 43

both the startup's needs and the corporation's strategic objectives. Lerner (1994) noted
the importance of syndication in Venture Capital to mitigate risks and enhance due
diligence, highlighting the collaborative nature of many CVC deals. This phase
ensures that the corporation can influence the startup's direction and secure a return

on investment (Gompers et al., 2020).

st-Investment lvianagenm
Post-Investment Management

Once the investment is made, the focus shifts to post-investment management. This
phase involves active engagement with the startup to drive growth and achieve
strategic objectives. Weiblen and Chesbrough (2015) highlight that engaging with
startups enhances corporate innovation, as CVC units provide operational support,
market access, and strategic guidance. Kohler (2016) points out that corporate
accelerators and venture units serve as bridges between corporations and startups,
facilitating knowledge transfer and resource sharing. This hands-on involvement
helps startups scale effectively while ensuring that the corporation benefits from the

innovation and growth generated.

Corporate Venture Capitalists often take on advisory roles, participate in board
meetings, and provide mentorship to the startup's management team. According to
Chesbrough (2003), these interactions foster a collaborative culture that integrates the
startup’s innovative capabilities with the corporation’s strategic goals. This approach
not only aids the startup's development but also ensures that the corporation can

leverage the startup’s innovations to enhance its competitive positioning.

Strategic Integration and Synergies

A critical aspect of CVC activities is the strategic integration of the startup's
innovations into the parent corporation's operations. This involves identifying
synergies between the startup's products or technologies and the corporation's existing

business units. According to Clarysse et al. (2011), a structured approach to innovation,
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such as employing Lean Startup and Agile development methodologies, can refine
business ideas and reduce time to market. This integration process ensures that the
corporation can leverage the startup's innovations to enhance its competitive

positioning.

Furthermore, strategic integration often involves aligning the startup's goals with the
corporation's long-term vision. This alignment is reinforced by regular
communication, shared objectives, and a collaborative culture. By fostering a
symbiotic relationship, corporations can derive substantial value from their CVC
investments while enabling startups to thrive within a supportive ecosystem (Brander,

Amit, & Antweiler, 2002).

2.2.3.4. Drivers of adoption

Corporate Venture Capital adoption by established companies involves a strategic
process influenced by various drivers at both the firm and industry levels. Firm-level
drivers play a significant role in shaping the decision making process of corporations
when considering CVC investments. Basu et al. (2011) noted that factors such as high
marketing expenditure and a corporation's technological resources can stimulate the
utilization of CVC as a strategic tool. Additionally, Dushnitsky and Lenox (2005a)
highlighted the importance of a corporation’s cash flow and innovation stock as
antecedents of CVC investments. These firm-level drivers reflect the internal

capabilities and resources that companies leverage to engage in CVC activities.

On the other hand, industry-level drivers also play a crucial role in influencing CVC
adoption among corporations. Noyes et al. (2014) emphasized the impact of mimetic
behavior within a corporation's peer group as a driver of CVC investments. The
presence of interlocking boards, where two corporate mothers are considered related
if they share at least one board member, facilitates the diffusion and adoption of
management practices related to CVC. This network-based approach highlights the

importance of industry connections and information flow in driving CVC adoption
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within specific sectors. By aligning with industry trends and peer group behaviors,

companies can enhance their strategic positioning through CVC investments.

The adoption of CVC practices is also influenced by internal resistance within
established corporations. Bannock Consulting (2001) identified challenges such as the
excessive diversion of management time and the general corporate mindset as barriers
to implementing CVC initiatives. Overcoming these obstacles requires a strategic
approach that addresses internal dynamics and organizational culture. By recognizing
and addressing internal resistance, companies can create a conducive environment for
successful CVC adoption. This highlights the importance of organizational readiness

and change management in the process of integrating CVC into corporate strategies.

Furthermore, the adoption of CVC is driven by the need for corporations to access
external sources of innovation and growth. Dushnitsky and Lenox (2005a) emphasized
the role of CVC investments in fostering innovation behaviour and extending
innovation portfolios. By engaging with external startups and ventures, companies can
tap into new technologies, markets, and ideas that may not be readily available
internally. This external orientation of CVC adoption reflects a strategic imperative for
corporations to stay competitive and innovative in dynamic market environments. By
leveraging the entrepreneurial spirit and agility of startups, companies can enhance
their innovation capabilities and drive strategic renewal through CVC investments

(RShm, 2018).

Early work in this area highlighted the role played by non-financial resources (for
example, access to resources or suppliers) in motivating a firm to pursue CVC activity
(cf. Winters and Murfin 1988). However, recent work has begun to emphasize the
importance of technology and capabilities as important drivers that propel a firm into
CVC activity. Dushnitsky (2006) posits that firms often seek out ventures engaged in
developing novel technologies that complement investors” areas of expertise and

focus. By investing in such ventures, corporate investors attempt to fill gaps in their
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technology portfolio. Kann (2000) suggests that firms pursue CVC activity to fill gaps
in their capability sets. Chesbrough (2002) advances a prescriptive practitioner-
directed typology that links corporate objectives for CVC investing to a firm’s current
capabilities. Based on this typology, he asserts that gap filling requires a tight link
between the venture’s capabilities and the investor’s current capabilities. Maula (2007)
argues that a gap-filling objective necessitates that the investor engages in venture-
level learning in order to benefit from CVC activity. Much of the work highlighted

here is prescriptive and has yet to be subjected to empirical testing.

CVC investments also help firms scan their environments for new technology and/or
market-related knowledge. Siegel et al. (1988) pioneered some of the early research on
this phenomenon. Based on survey research, they concluded that scouting for new
technologies and/or new markets represented the most important motivation for CVC
activity in established firms. More recently, Dushnitsky (2006) observed that
knowledge gained from portfolio companies can help investors create new business
opportunities or recognize potential technological discontinuities in a firm’s external
environment. Maula (2007) posited that such environmental scanning activities

require market-level learning, which can result in an option to enter new markets.

Research suggests that investors can enhance their internal operating efficiencies by
providing startup ventures access to corporate resources (Campbell et al. 2003;
Chesbrough 2002; Silver 1979). Silver, for instance, asserted that unutilized plant
capacity, factory space and people can be more efficiently utilized by making such
resources available to portfolio companies. Similarly, Campbell et al. (2006) argued
that the primary motivation for the CVC programs they examined was to better utilize
slack corporate resources and generate financial returns. Chesbrough (2002)
specifically suggested that investors can exploit underutilized technologies more

productively by making them available to portfolio ventures.
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Some researchers found that firms use CVC investments to stimulate demand for their
core products. Firms do this by investing in startup ventures that offer complementary
products (Basu et al. 2011; Kann 2000; Maula 2007). Kann (2000) describes this as the
“synergistic demand” objective, where the investor’s goal is to build an ecosystem of
complementary products. The relative success of portfolio companies” products in the
marketplace, it is argued, can in turn help increase the demand for the investor’s core
products. Investors who have this objective can leverage their technologies, and those
of their portfolio companies, to promote them as a potential standard for the industry
(Maula 2007). Researchers often cite Intel Capital, the venture arm of Intel Corporation,
as the prime example of a CVC program that uses this investment approach (cf. Kann

2000; Chesbrough 2002).

The adoption of Corporate Venture Capital by established companies is often driven
by two dominant logics: management and finance. These logics represent distinct
approaches to CVC adoption, with management logic emphasizing strategic
considerations such as innovation, market positioning, and organizational learning
(Bouncken et al., 2015). Researchers concur that established firms pursue CVC activity
for strategic benefits and not just financial returns (Gaba & Meyer 2008). Chesbrough
(2002) even argues that investing solely for financial returns is undesirable, since a
firm’s shareholders could make better use of invested CVC funds if these funds were
returned to them. Companies adopting CVC through a management logic lens
prioritize the strategic alignment of investments with long-term goals, seeking to
leverage external ventures for innovation and growth opportunities (Bouncken et al.,
2015). On the other hand, the finance logic of CVC adoption focuses on financial
returns, risk management, and portfolio diversification (Bouncken et al., 2015).
Companies adopting CVC through a finance logic perspective prioritize the financial
performance of investments, seeking to generate returns and manage investment risks

effectively (Bouncken et al., 2015).
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The decision by established corporations to adopt Corporate Venture Capital is not
undertaken lightly, but rather a strategic course of action informed by a combination
of firm-level drivers, industry dynamics, internal resistance, and the need for external
innovation. Basu et al. (2011), Dushnitsky and Lenox (2005a), Noyes et al. (2014) and
Bouncken et al. (2015) provide valuable insights into the factors shaping CVC adoption
and the strategic considerations involved in leveraging CVC as a tool for growth and
innovation. By understanding and addressing these drivers, companies can effectively
integrate CVC into their corporate strategies and enhance their competitive

positioning in the market (R6hm, 2018).

2.2.3.5. Outcomes

Researchers have investigated the positive outcomes achieved through Corporate
Venture Capital investments for the investor firm. These benefits can be broadly
categorized into three areas: enhanced innovation capabilities, opportunities to
experiment with new technologies and achieving firm-level ambidexterity (Basu et al.,

2016).
Enhancing a firm’s capability to innovate

A growing body of research suggests a positive correlation between CVC activity and
a firm's innovation capabilities, often measured by patent activity (Dushnitsky &
Lenox, 2005b). This enhanced innovation is likely due to factors such as greater
exploratory learning compared to other external venturing methods (Schildt et al.,
2005). Furthermore, the characteristics of an investor's portfolio can influence the type
of knowledge gained. Studies by Wadhwa et al. (2010) suggest that a moderately
diverse portfolio with mature startups possessing codified knowledge is ideal for
fostering exploratory knowledge creation. However, it is important to note that there
may be limits to the knowledge creation benefits. Wadhwa and Kotha (2006) suggest
an optimal level of CVC investment beyond which returns diminish, potentially due

to diminishing knowledge absorption capacity or internal resource constraints.
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Experimenting with New Technologies

CVC investments allow firms to experiment with new and potentially radical
technologies outside their core competencies (Rice et al., 2000; Keil et al., 2008). This
"disembodied experimentation" provides access to knowledge not readily available
within the firm, improving understanding of emerging technologies and potential
disruptions (Keil et al., 2008; Maula et al., 2013). By investing in startups, corporations
can identify and respond to disruptive technologies before they become a threat
(Maula et al., 2013; Basu & Wadhwa, 2013). Notably, CVC units that can leverage both
new and existing capabilities are best positioned to identify and exploit disruptive
technologies (Hill & Birkinshaw, 2014). This requires effective knowledge transfer
between the CVC unit and the parent company, potentially achieved through joint

projects or personnel exchanges.
Achieving Firm-Level Ambidexterity

Large firms often struggle to balance exploration (seeking new opportunities) with
exploitation (leveraging existing capabilities) (Levinthal & March, 1993). Separate CVC
units with a focus on exploration can help achieve ambidexterity (Keil et al., 2008). The
type of learning gained from CVC investments depends on the characteristics of the
startups and the structure of the CVC program (Keil et al., 2008). Interestingly, research
by Basu et al. (2008) suggests that to contribute to ambidexterity, a CVC unit itself
needs to be ambidextrous, balancing exploration with integration into the parent
corporation. This can involve activities such as joint development projects or
technology licensing agreements, ensuring a two-way flow of knowledge and
capabilities. In conclusion, CVC investments can offer significant benefits for investor
tirms by enhancing innovation capabilities, providing opportunities to experiment
with new technologies, and fostering ambidexterity. These outcomes can ultimately
lead to a more competitive and adaptable organization that can navigate the ever-

changing technological landscape.
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Impact of CVC investments

Studying the impact of CVC investments on parent corporations is complex. Positive
portfolio company performance or strong program results don't necessarily translate
to benefits for the investor. For instance, inflated valuations in the venture can
negatively impact the corporation. Additionally, measuring the effects is challenging.
Programs focused on short-term demand creation may show immediate financial
gains, while the strategic benefits of "window on technology" approaches take longer

to materialize (Dushnitsky, 2012).

Despite these hurdles, research suggests CVC investments can offer advantages.
Chesbrough and Tucci (2004) found a correlation between CVC programs and
increased corporate R&D spending, suggesting CVC complements other R&D efforts.
Dushnitsky and Lenox (2005b) observed a link between CVC investment and a parent
corporation's patenting activity, with the effect being stronger in weak intellectual

property regimes where ventures may be less forthcoming about inventions.

Wadhwa and Kotha (2006) explored the non-linear relationship between CVC
investment and innovation. Their study suggests that for telecommunication firms, the
number of patents initially increases with the number of ventures funded, but then
decreases. However, with high investor involvement (e.g., board seats, strategic
alliances), the relationship reverses, with a U-shaped pattern between CVC investment

and innovation outputs.

Schildt et al. (2005) compared how different interorganizational learning methods
influence exploratory learning. They found that while CVC is associated with some
exploratory learning, acquisitions are less effective in this regard. Notably, they also
highlighted the importance of exploitative activity (leveraging existing knowledge) in

CVC investments.

Financial performance of CVC programs can be mixed. Allen and Hevert (2007)

reported negative average internal rates of return (IRR) for CVC investments, but also
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identified a minority of programs with very high IRRs. Interestingly, the largest

programs tended to have the lowest returns.

Dushnitsky and Lenox (2006) investigated firm value creation through CVC. They
compared the value creation (Tobin's q) of investing firms to non-investing firms in
the same industry. Their findings suggest CVC is associated with increased firm value,
particularly in the devices and information technology sectors. Strategic investment

objectives also seem to amplify this positive effect.

In conclusion, while the impact of CVC investments on parent corporations can be
complex, research suggests there are potential benefits. These benefits include
increased innovation capabilities, opportunities to experiment with new technologies,
and achieving firm-level ambidexterity. However, measuring the impact can be
challenging due to factors such as time horizons and inflated valuations. Future
research should dive deeper into the relationship between venture success and parent

corporation performance.
Venture Clienting

Nowadays corporates started also adopting a Venture Clienting approach to quickly
integrate external innovations into their operations, enabling them to solve immediate
business challenges, accelerate time-to-market, and stay competitive without taking

on the high risks of traditional Venture Capital investments.

Venture Clienting is a strategic approach where corporations collaborate with external
startups to solve internal challenges through innovative solutions. Unlike traditional
models such as Corporate Venture Capital (CVC), which focuses on equity
investments for financial returns, Venture Clienting emphasizes practical partnerships
that enable companies to test and adopt startup solutions without the need for upfront
investment in equity. This model helps corporations quickly access new technologies
and customize solutions to meet their specific needs, accelerating innovation and

reducing risk (Capgemini, 2019).
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For startups, the benefits are clear: they gain early access to corporate clients, can test
their solutions in real-world environments, and receive valuable feedback to refine
their products. Moreover, the collaboration provides early revenue opportunities
without giving up equity or control of their business. This model fosters a deep
knowledge exchange between corporates and startups, enhancing both parties'

innovation capabilities and ensuring long-term value creation.

A major challenge for successful Venture Clienting lies in aligning the goals and
expectations of both sides. Corporates must set up clear processes and teams to
manage these partnerships and integrate external innovations into their core

operations effectively (Bundl, 2023).

By adopting a Venture Clienting approach, corporations can foster a culture of
innovation, enhance their ability to adapt to changing market conditions, and create
long-term value for both them and their startup partners. As the business landscape
continues to evolve, Venture Clienting is poised to become an increasingly important

strategy for corporations seeking to drive growth and remain competitive.
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3 Methodology

3.1. Research objective and questions

The landscape of Corporate Venturing is constantly evolving, with new models and
approaches emerging alongside more established practices. In recent years, Venture
Building has become significantly popular as an innovative approach to corporate
innovation. At this point, the key characteristics of Venture Builders will be examined
and compared to more established CV models, such as Corporate Venture Capital. By
highlighting the distinguishing features and potential advantages of each approach,
the research aims to provide a comprehensive understanding of the current CV

landscape and shed light on the future of corporate innovation.

Traditional CVC models typically involve investing in existing startups, providing
them financial resources and strategic guidance to foster their growth (Chesbrough,
2002). In contrast, Venture Builders take a more active role in creating new ventures
from scratch. They leverage the expertise and resources of the parent company to
identify promising market opportunities and develop innovative business models
(Siota et al., 2020). These ventures can then be spun off as independent entities with
the potential to generate significant returns for the parent company, incorporated into
the parent company, internalising all the acquired know-how, or remain as an

autonomous company (Siota et al., 2020).

Venture Building and CVC represent two distinct approaches to corporate Open
Innovation, each with its own set of strengths and weaknesses. The choice between
these models depends on the specific goals, such as the strategic objectives and

financial capabilities of the individual company (Prats et al., 2017). As the CV



54 3| Methodology

landscape continues to evolve, a convergence of these approaches is likely, with
companies potentially adopting a hybrid strategy that leverages the benefits of both
Venture Building and traditional CVC investments. To determine the balance of such
a hybrid strategy, the most relevant parameters for evaluating the two approaches

have been selected and will be examined in the next chapter.

This research aims to address a significant gap in the literature by focusing on the
practical realities of Corporate Venture Capital and Venture Building within the Italian
context. While existing literature provides theoretical frameworks, there is a lack of
empirical research on how corporations implement and adapt these models in
practice. There seems to be a lack of clarity and consistency across different papers on
these topics, with some even contradicting each other. Moreover, much of the existing
literature remains theoretical, often failing to examine the practical changes occurring
within businesses. The Venture Building Model, in particular, is often addressed
superficially. Although the documents reviewed were specific to each topic, none
provided a comprehensive comparison of the two approaches across multiple aspects,
leaving a significant gap in understanding how they function in practice. This study
seeks to fill this gap by examining the unique characteristics and challenges of these
approaches, focusing on implementation phases such as deal sourcing, investment

evaluation and structuring, and post-investment portfolio management.

The current literature often prioritizes well-known models such as incubators and
accelerators, overlooking the specific dynamics of CVC and VB, especially regarding
their impact on corporates and ventures. This gap is particularly critical as pragmatic
research on how these approaches work and how corporations can effectively
implement them has been limited. Narayanan (2009) highlights the absence of an
organizing framework that maps out the antecedents, processes, and outcomes of
Corporate Venturing activities, complicating the task for both researchers and

practicing managers.
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Once these considerations emerged, the objective shifted towards understanding how
effectively corporate entities can define their Corporate Venturing strategies based on
the most relevant drivers identified from the literature. To achieve this, an inductive
approach was adopted, aiming to derive generalizable insights from the analysis of
specific cases. Consequently, 14 companies involved in Corporate Venturing practices
were interviewed to assess whether the themes identified in the literature aligned with
business reality and to understand the implementation process within these

companies.

Building on these insights, the research not only explores how CVC and VB function
within the Italian business landscape and seeks to develop a Decisional Framework to
guide companies in selecting the most suitable approach for their innovation
strategies. This framework will be informed by interviews with key players in the
Italian Corporate Venturing ecosystem, identifying decision making pathways and
factors such as company size, risk tolerance, industry, and available resources. While
focused on Italy, this framework could be adapted for broader international use,
offering a valuable tool for both practitioners and academics in understanding and

leveraging CVC and VB for corporate innovation.

Therefore, this research seeks to achieve these objectives by addressing two

fundamental research questions:

1. How do Corporate Venture Capital and Venture Building practices work and

how do they differ from existing literature?

2. What decision making pathways lead companies to choose between Corporate
Venture Capital and Venture Building when pursuing specific innovation

goals?
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3.2. Model

3.2.1. Defining and Comparing Corporate Venturing Approaches: A Multi-

Dimensional Model

Corporate Venturing has emerged as a critical strategy for corporations to drive
innovation, access new technologies, and navigate the dynamic business landscape.
However, there are two primary modalities through which companies can engage in
venturing activities: Corporate Venture Capital and Venture Building. Each approach
offers distinct advantages and drawbacks, requiring careful consideration by
corporations seeking to optimize their venturing strategy. This section presents a
comprehensive model for defining comparing CVC and VB along various dimensions
of analysis. The dimensions are considered comprehensive and complementary,
having been selected through a careful examination of existing literature on the topic.
Dimensions associated with Corporate Venturing approaches in general were
primarily used to facilitate a more comprehensive comparison between CVC and VB.
In fact, according to Siota et al. (2020), the models are compared based on Strategic
Alignment, Speed to Market, Cost, Company Integration, Cultural Impact and
Innovation Image and Risk. Another framework proposed by Prats et al. (2017)
classifies venturing tools by cost of capital, time frame to obtain results, degree of
integration and phase of innovation. They finally conceptualise a table describing the
different tools for venturing based on six dimensions: Objectives, Benefits to startup,
Benefit to corporation, Resource allocation, Integration with core business and
Implementation. Resource allocation and Implementation are further divided in Skill
necessary, Costs, Equity involvement and Time horizon of involvement, for the first
one and Organizational anchoring and Key success factors for the second one. Weiblen
and Chesbrough (2015) define the types of corporate engagement with startups and
their characteristics, reflecting on topics such as Main Goals, Integration with Core

Business, Closeness to Core Business, Time Horizon of Involvement and Exclusivity.



3| Methodology 57

Within the Main Goals, the following elements are identified: Financial returns,
Insights and influence, Commercialization of non-core technologies, Platform
establishment, and First-mover advantage. Many papers cited these themes when
discussing Corporate Venturing, CVC or VB, often focusing on one specific theme per
article. This research aimed to collect and select the most relevant ones and to put them
together to have more comprehensive overview on the topic. For example, within the
resource-sharing dimension, more details include expensive equipment and customer
access (Weiblen and Chesbrough, 2015). Agility in the decision making is topic of the
literature within the collaboration with startups, which is moving towards a fast
process with light governance, since the startups are moving in a fast-paced
environment (Weiblen and Chesbrough, 2015). The value added by ventures to parent
organisations is another key outcome of Corporate Venturing (Narayanan et al., 2009),
for example they can moderate when the firm faces a hostile environment (Zahra and
Covin, 1995), they can influence the financial gains of the corporate (Matsuno et al.,
2002) or improve its market performances (Garud et al., 2002). Only the most relevant
elements have been reported here. To provide a clear understanding of the two
Corporate Venturing approaches, CVC and VB, the model has been structured around
five key dimensions. These dimensions are primarily based on existing literature,
though the selection criteria were also influenced by the perspectives and specific
direction of this study, particularly in relation to the Decisional Framework outlined
later in the Discussion. In particular, the model encompasses five main factors which
are initial objective, resources involved, decision making rapidity and pathway, time horizon

and outcomes.

The initial objective is crucial as it defines the primary goals and strategic intentions
behind engaging in either Corporate Venture Capital or Venture Building. To
categorize this dimension, it has been divided into strategic objectives and financial
objectives, which are the main subdimensions identified from the literature. Strategic

objective encompasses many possible goals a corporate can have which are not directly
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related to the financial return. The resources involved are essential for understanding
the operational commitment and organisational support required. Even in this case
the subdimensions are categorized into financial resources, capital expenditures and
operational expenditures and human resources. The decision making rapidity and
pathway highlights the processes and criteria used to make investment or to take
decisions and consequently the time needed to do so. It considers the control the parent
company has on the venture and its ability to influence it. The time horizon is a critical
factor as it delineates the expected duration for realizing returns or achieving
significant milestones. Finally, the outcomes of these approaches are significant for
evaluating their success and impact in terms of predictability and closeness to the
initial objectives proposed. Understanding these dimensions is essential for
comprehensively analysing and comparing the efficacy and strategic fit of CVC and

VB models within corporate innovation strategies.

3.2.2. Theoretical Model

This research examines the strategic underpinnings of Corporate Venture Capital and
Venture Building approaches. By comparing these strategies across key dimensions,

the aim is to clarify their distinctive characteristics and implications for corporations.

The analysis focuses on five core dimensions: objectives, resources, decision making, time

horizon, and outcomes.

CvC VB
Financial returns with Long-term business growth
strategic synergies and innovation (Weiblen &
Initial Objective
(Chesbrough, 2003; Chesbrough, 2015; Gompers
Dushnitsky & Lenox, 2005) & Lerner, 2001)
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Resources Involved

Financial capital and
external expertise (Gompers

& Lerner, 2000)

Internal human capital,
corporate expertise
(Clarysse et al., 2011;
Weiblen & Chesbrough,
2015)

Decision Making

Strategic alignment and
financial analysis

(Dushnitsky & Lenox, 2005)

Iterative, long-term venture
process (Ries, 2011; Weiblen
& Chesbrough, 2015)

Time Horizon

Short-term returns, generally

3-5 years (Basu et al., 2016)

Long-term venture scaling
(Weiblen & Chesbrough,
2015)

Outcomes

Portfolio expansion, financial
growth (Chesbrough, 2003;
Gompers & Lerner, 2001)

New venture creation,
market disruption (Clarysse

et al., 2011; Kohler, 2016)

Table 5: CVC and VB characteristics from Literature Review

The table presented above is derived from a comprehensive review of existing

literature on Corporate Venture Capital and Venture Building. It serves as a

foundational model to guide the subsequent empirical analysis.

To validate and refine this theoretical framework, an inductive research approach will

be employed. By examining specific cases of CVC and VB initiatives within Italian

corporations, this study aims to identify patterns, variations and contextual factors

influencing the success of these strategies. This empirical investigation will enable us

to compare the theoretical model with real-world practices, thereby tackling the first

research question.
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3.3. Research Design

This research investigates the relative merits of Venture Building and Corporate
Venture Capital approaches for corporate innovation. Given the limited existing
research on Venture Building, particularly its impact on corporations (O'Mahony &
Cohen, 2022), a qualitative, multi-case study approach is employed. This method is
particularly suited for exploring these models within their real-world organizational

context (Yin, 1984; Eisenhardt, 1989).

The case study methodology is well-aligned with the research focus on understanding
the "why" and "how" behind each model's implementation (Yin, 1984). Both Venture
Building and CVC are evolving rapidly, making a real-time examination crucial for
capturing their contemporary dynamics. This approach allows for in-depth
exploration of each model within its specific organizational context, using multiple
sources of evidence, such as interviews and archival records, to ensure a
comprehensive understanding (Ghezzi, 2018). The triangulation of data sources
strengthens the research's validity by mitigating potential biases inherent in any single

source (Yin, 1984).

Given the nascent stage of Venture Building research and the absence of well-
established theories, an exploratory case study design was used (Yin, 1984). This
approach is ideal for uncovering new insights and laying the groundwork for future

research on the effectiveness of these innovation models.

The methodology followed the steps outlined in Figure 1: unit of analysis, case

selection, data collection, data analysis, and interpretation of the findings.

L . . . . Interpreting
Unit of analysis Selecting cases Collecting data Analyzing data . p_
findings

Figure 1: Main steps for the Case Study Methodology (Ghezzi, 2018)
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The research methodology followed the steps outlined by Ghezzi (2018). First, the unit
of analysis was the decision making unit within the corporation responsible for
innovation activities. This unit may be a dedicated Venture Building team or a CVC
department. Second, a multiple-case study approach will be employed to capture the
diversity of implementation approaches within different corporate contexts (Yin,
1984). This allows for a more sophisticated understanding of the factors influencing
the effectiveness of each model. Selection criteria for the cases will be further

elaborated upon.

Third, data collection involved semi-structured interviews with key informants within
the chosen companies. These informants may include independent Venture Builders,
who work as consultants for corporates to set up ventures, Corporate Venture Builder
team members, CVC professionals, and relevant executives. Additionally, archival
data such as company reports, press releases and other relevant material were used to
supplement the interview data. Finally, the collected data were analysed thematically
to identify patterns and recurring themes across the cases. This will allow for the
development of a deeper understanding of the strengths, weaknesses, and

implementation considerations for each model (Venture Building and CVC).

In the fourth step, the data collected were coded according to their overarching
dimensions and key elements for each dimension. This facilitated a more organized
overview of the interviews and enhanced the analysis of the information provided.
Following qualitative coding, the data were further analysed by comparing the
opinions of the interviewees to identify correlations or significant differences in the
collected information. By comparing the coded data across interviews, a range of
expert opinions was revealed, enriching the understanding of the topic and adding

significant depth to the thesis.
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Lastly, the final stage involved interpreting the data and drawing meaningful
conclusions. This stage was central to the research, extending beyond the
organization and analysis of information. The coded data and identified patterns
were used to build a comprehensive understanding of the research question. This
interpretation of the findings serves as the cornerstone of the research, providing
valuable insights and contributing to the theory of Open Innovation strategies for
corporations. This rigorous methodology aims to provide valuable insights into the
evolving landscape of corporate innovation through a comparative analysis of

Venture Building and CVC approaches.

3.3.1. Building the theoretical model

Before exploring the study context and the case selection methodology, this section
will describe the preceding step, which involves the construction of the theoretical

model based on the literature review.

To establish a robust theoretical foundation, a systematic literature review was
conducted, following Mulrow's (1994) methodology to ensure comprehensiveness and
rigor. Scopus, a premier academic database, served as the primary source for
identifying relevant research due to its extensive coverage and advanced search
capabilities. Scopus' advanced search function enabled the formulation of complex
query strings, facilitating the precise delineation of the research scope. After several
trials and an iterative approach to find the best keywords to select in the best way the

articles, the final query was the following:

Search String Results | Post filters

TITLE-ABS-KEY ( "corporate ventur*" OR "venture build*" )
159 132
AND ( "Open Innovation”) AND (“model*” OR “method*”)

Table 6: Research Query and results
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“TITLE-ABS-KEY” means that the search engine of Scopus will select all the articles in
the database with the word in brackets either in their title, abstract or in the keywords.
“Corporate ventur*” was selected as it encompasses the general concept of Corporate
Venturing, including both Corporate Venture Capital and Venture Building (Siota et
al., 2020), as well as Corporate Venture Capital specifically. The string “venture build*”
was chosen to include both Venture Building and Venture Builder. Combined, these
terms form the focus of the research. Additionally, to refine the topic, the condition

was applied that articles must include “Open Innovation” and either “model*”

or
“method*”, ensuring the focus remained on these specific aspects of the two

approaches.

The Post filter results refer to the results obtained with specific filters applied in
Scopus. These filters included: Subject Area limited to “Business, Management and
Accounting”, “Economics, Econometrics and Finance”, and “Social Sciences”;
Document type excluding “Conference paper”; and Language limited to “English”.
No particular time frame was applied to ensure coverage of both historical and recent

developments in the two Open Innovation methodologies.

The next step involved downloading the articles and conducting a screening to
identify the most relevant ones for the research. The procedure entailed reading the
title and abstract to assess the relevance of each paper. Papers aligned with the research
focus were retained, while those that were not excluded with a noted justification for
the decision. To organize the articles more effectively, an Excel file was used to map

the relevant elements of the papers.

After completing the selection of papers, they were read and mapped in the Excel file.
The results are presented in Appendix A. Building upon the initial sample of scientific
articles, the research expanded to encompass a broader spectrum of literature. This

iterative process involved delving deeper into specific topics and incorporating
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emerging themes identified during the interview phase. For instance, while the
concept of Venture Clienting was not a primary focus in the initial literature review,
its significance became apparent through interview data. Consequently, additional
research was conducted to comprehensively understand this strategic approach and
its implications for Corporate Venturing. Additionally, sources on Venture Building
were scarce. Therefore, in the iterative phase of additional research, as shown in Figure
2, conference papers and white papers were also considered to gather all available

knowledge on this topic.

Figure 2 represents the process of constructing the literature review and the final
framework of this study. It is a flowchart that summarizes the steps taken to develop
the practical framework. It begins with identifying relevant keywords, followed by
formulating a query and checking the titles for coherence. If the query is coherent, it
progresses to the final query and a screening phase, where the articles are examined
in detail and recorded in the previously mentioned Excel file. If the query is not
coherent, an alternative query is formulated, reflecting an iterative process. The
screening phase helped analyse additional literature cited in the papers and allowed
for deeper research, such as the snowball effect, which aided in building a draft
theoretical framework. Then if new topics arise during the interview phase, new
research was conducted to build a more defined theoretical model which was tested
with other interviews. This second iterative process helped develop a Decisional
Framework that addresses the study's objectives. In particular, the theoretical model

addresses the first research question and the practical framework the second one.
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Query Formulation H Check on titles @ Final I}uery ‘
‘ Screening Phase ‘
Practical
Framework
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Figure 2: Literature review building process flowchart

The comprehensive literature review revealed inconsistencies and gaps in the existing
research on the topic. Certain areas were found to be superficially explored, such as
the comparison of different Corporate Venturing approaches, while others presented
conflicting perspectives, such as the definition of Venture Builders and its difference
with Startup Studios. These limitations prompted the formulation of the first research

questions and objective outlined in the preceding section.

3.3.2. Study context

This section describes the research context of the study, focusing on the European and
Italian startup ecosystems. Understanding this context is important to analyse the
potential outcomes of Corporate Venture Capital and Venture Building, both of which

play crucial roles in the development and success of startups.

Europe, despite a dynamic startup scene, saw a decline in investment in 2023, with $63
billion raised, a 37% decrease compared to 2022 (Dealroom, 2023). The United
Kingdom leads in this space, attracting $17 billion in startup investments, followed by
Germany with $7 billion, and France with $5 billion (Dealroom, 2023). CVC has been
increasingly significant in Europe, contributing to about 25% of all Venture Capital
investments, underlining the importance of corporate involvement in fostering

innovation (Dealroom, 2023).
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In contrast, the Italian startup ecosystem presents unique challenges. According to the
Italian Ministry of Enterprises and Made in Italy (MIMIT), Italy's startup investments
dropped from €2.2 billion in 2022 to €1.5 billion in 2023 (MIMIT, 2024a). The region of
Lombardy leads in startup activity, hosting 26.8% of Italy's innovative startups by Q2
2024, driven largely by Milan's status as Italy's financial hub. Lazio (12.9%), Campania
(9.8%), and Emilia-Romagna (7.5%) follow by Q2 2024 (MIMIT, 2024b). This downturn,
coupled with lower youth participation in startups —only 15.9% of founders are under
35—reflects a slower adoption of entrepreneurial activities compared to other
European nations (MIMIT, 2024b). The lack of investment is also reflected in the
scarcity of Italian unicorns, with only two compared to the UK's 44, Germany's 29,

France's 25, and Spain and Sweden's eight each.

In the conclusion of the study, a section is dedicated to explaining the unfavourable
conditions for launching innovative startups in Italy, as reported by the experts
interviewed. The most critical factors discouraging entrepreneurs from engaging in
business and taking risks were identified, along with an analysis of why these

conditions differ from those in other countries.

3.4. Case Selection

This section details the methodology employed to select a diverse sample of
companies associated with both Venture Building and Corporate Venture Capital.
“Associated with” includes individuals working for companies involved in Venture
Building or CVC projects, as well as those advising companies on venture building or
investment. The objective was to capture a range of experiences by including cases that
represent different operational models, achieved outcomes, and stages of development
within the Corporate Venturing landscape. A purposive sampling strategy (Patton,
2002) was adopted to intentionally select insightful cases that would elucidate the

different dynamics at play in VB and CVC. By including cases with varying
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characteristics, the aim is to provide a comprehensive understanding of the factors

influencing their success and the challenges encountered.

3.4.1. Building The Study Sample

The preliminary study sample was constructed based on insights gained from the
literature review. After defining the various concepts of Open Innovation (such as
Venture Builder, Startup Studio, Corporate Venture Capital, etc.), a comprehensive list
of players in this evolving space was created using various keywords that reflect the
different labels associated with these phenomena (Venture Building Studios, Startup
Factories, Startup Studios, Tech Studios, Venture Production Studios, Startup Factory,
Venture Studio, Company Builder, Ventures Foundry, Corporate Venturing,
Corporate Venture Capital). Given that the concept of Startup Studio is closely related
to Venture Builder and is often used synonymously in the literature, both
terminologies were included in this exploratory research to ensure no significant
players were excluded from the analysis. This inclusion was also due to the novelty of
Venture Building and Corporate Venture Capital concepts, which may not yet be
reflected on company websites but are present in news and articles, often originating
as expansions of Startup Studio divisions or business units. Incubators, Accelerators,
and Pre-accelerators are outside the scope of this research and are not connected to VB

and CVC, and therefore were not included in the keyword exploratory research.

To ensure consistency and comparability in the initial phase of case selection, the focus
was placed exclusively on the Italian context, recognizing the unique characteristics of
Italy's innovation landscape. Italy's entrepreneurial ecosystem, while very diverse and
fragmented, is increasingly promising environment for Corporate Venture Capital and
Venture Building due to the rising emphasis on innovation-driven growth. Recent
state incentives, such as the National Innovation Fund, and policies aimed at fostering
technological advancement, have encouraged companies to adopt Corporate

Venturing models as key strategies for enhancing competitiveness (Ministero dello
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Sviluppo Economico, 2020). Additionally, the Italian government has set aside over €1
billion to support startups and innovation activities, indicating a strong policy push

toward fostering a more dynamic entrepreneurial environment (Startupltalia, 2023).

Moreover, Corporate Venturing as a whole has already gained significant traction in
other countries, particularly in the United States and Northern Europe, where it has
become an integral part of corporate innovation strategies (Battistini, Hacklin, &
Baschera, 2013). Italy, although somewhat behind in adopting these practices, is now

catching up by following this global trend.

The choice to focus on Italian companies was also driven by practical considerations.
Leveraging the writer’s personal networks and the prestigious reputation of
Politecnico di Milano enabled us to access key industry players actively involved in
these innovation strategies. This access facilitated in-depth interviews, allowing us to

gather critical insights directly from the individuals shaping these initiatives.

Secondary sources such as Crunchbase, Pitchbook, LinkedIn, and news articles were
utilized for the online search of companies. An inclusive approach was adopted,
allowing the inclusion of companies that demonstrated a meaningful correlation with
the analytical dimensions, rather than focusing on a specific industry or size. This
ensured a diverse sample, as each industry could potentially offer a unique perspective

on the research topic.

The result was a comprehensive list of 69 Italian entities which were organised and
categorised in two Microsoft Excel sheets, one for Venture Builders and another one
for companies with a CVC. The database was then detailed with the key information
on the company such as website link, primary contact, description/goal, number of

employees, location and others.

Once identified, their websites were analysed to determine if they met some criteria.

The criteria are essential to determine if the company is aligned with this research and
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to be considered for an interview. The company had to meet at least one of the

following criteria:

1. Does the website identify its affiliated organization using any of terms

mentioned above (Startup Studio, Venture Builder, CVC etc.)?

2. Based on the practices outlined on the website or articles, is it possible to say

that one of the organization's focus is building or investing in ventures?

Following this initial phase, a total of 43 Venture Builders/Startup Studios and 26
Corporate Venture Capital entities were identified. The research was concluded upon
reaching a sufficient number of potentially compatible players, with the intention of
resuming the search if necessary, should companies not respond to the outreach. It
was hypothesized that the first companies identified in the research were likely the

most significant, thereby providing adequate validity and relevance for the study.

An additional screening was conducted due to ambiguity in the initial sample of
companies, ensuring alignment with the research scope. More specific data, including
the founder's name, year of establishment, and preferred vertical, were gathered to
clarify relevance. This process differentiated between true Venture Builders and
Startup Studios, with the latter being excluded. For CVC companies, all identified
firms were included to enhance the diversity of the study. Following this phase, a list
was developed consisting of 26 potential Venture Builders, with 20 clearly meeting the
criteria and 6 remaining ambiguous, along with 26 CVC firms that remained

unchanged.

3.4.2. The Final Sample

To gain firsthand insights from industry leaders, a list of potential companies was
compiled, and managers specializing in Open Innovation were contacted via LinkedIn
or email, where possible. Despite challenges in reaching certain entrepreneurs and

relevant personalities, particularly within large corporations where data secrecy is
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paramount, 15 valuable interviews were secured, out of more than 35 people
contacted. These included 7 interviews with Venture Builders, 5 with representatives
of Corporate Venture Capital units and 3 with Corporate Venture Builders. For
instance, the focus was on individuals with at least five years of experience in the Open
Innovation field, ensuring the depth and expertise of the conversations. The
interviews, all conducted via Microsoft Teams with the consent of the participants,
were recorded and transcribed to form the foundation of the case studies presented in
this thesis. The table below provides an overview of the interviewees classified by their
company's category (Venture Builder, Corporate Venture Builder, or Corporate
Venture Capital), the industry the company operates in and the year of set up of the

Open Innovation approach.

Company Category Industry Year
Alpha CvC Banking 2021
Beta CvC Insurance & Real 2019
Estate
Gamma CvC Software & IT 2021
Delta CvC Climtech 2021
Epsilon CVC & CVB Energy 2019 & 2022
Zeta CVC & CVB Energy 2019 & 2024
Eta VB Consulting 2021
Theta VB Consulting 2008
Iota VB Consulting 2014
Cappa VB Consulting 2017
Lambda VB Consulting 2020
Mi VB Consulting 2021

Ni VB Consulting 2020
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Csi CVB Innovation & 2017

Technology

Table 7: Summary of the final sample of companies interviewed

To ensure confidentiality and respect the privacy requests of some interviewees, all
companies have been anonymized throughout the thesis. This decision acknowledges
the sensitivity of strategic information, especially for firms in the early stages of

development.

An interview guide was developed for all companies interviewed, organized into
specific sections to ensure a comprehensive exploration of the topics. Prior to each
interview, an introduction was provided, outlining the thesis project and highlighting
the interviewee's role in contributing valuable insights based on their expertise.
Context was given to the research by presenting the insights from the literature review
and the graphic model, with a brief focus on each dimension of the framework. The
interview then proceeded according to the guide which includes seven sections:
Introduction, Objective, Results, Resources Involved, Drivers of Choice, Risk

Tolerance and Costs, Implementation Steps, Speed and Time to Market.

The Introduction section was useful to gather background information from the
interviewee, such as their role in the company, the company’s characteristics, the
internal capabilities and the company’s practices in Corporate Venturing. This allowed

us to understand the general context in which the company operates.

The Objective section explores how Corporate Venturing approaches provide to the
corporation knowledge and innovation capabilities, as well as defining which is the
main goal of such approach. In the Results section, inquiries were made regarding the
balance between the need for predictable outcomes and the potential for higher
returns, as well as how CVC or VB contributes to strategic goals. These inquiries

directly relate to the dimension of objectives and outcomes within the theoretical
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model, offering insights into the strategic goals and potential or realized achievements
associated with these initiatives. For Resources Involved, the investigation focused on
how expertise and human capital are utilized, linking directly to the corresponding
dimension of the theoretical model. The Drivers of Choice section highlighted the
factors that led companies to implement the two Open Innovation tools under
examination. It explored the considerations taken before implementation, allowing
other company needs to emerge. In Risk Tolerance and Costs, the focus was on how
companies handle the uncertainties and financial implications of VB and CVC, to
further analyse the outcomes and consequences of these two approaches. The
Implementation Steps section provides insights into the practicalities of setting up and
managing Corporate Venturing projects, addressing the need of better understanding
how the process works and which peculiarities of each company influence that. This
section addressed specifically the operational procedures of each approach. Lastly,
Speed and Time to Market examines how VB compares with CVC in terms of
accelerating innovation, essential for understanding the time horizon and the speed
and path in decision making when corporates deal with ventures. The detailed

interview guide in the Appendix section (Appendix B).

The interviews were semi-structured, meaning they followed a flexible format that
allowed us to adapt the discussion based on the interviewee’s responses, ensuring a
more natural and in-depth exploration of the topics (Kallio et al., 2016). This approach
enabled us to follow the narrative of each interviewee, gathering data that varied
across interviews but allowed us to fully understand each case. The questions were
tailored based on two key factors: the company's category (Venture Builder or
Corporate Venture Capital) and the specific approach used for Corporate Venturing.
By aligning the questions with the interviewee's unique expertise and perspective
within the Corporate Venturing landscape, more focused and insightful responses
were obtained, leading to a deeper understanding of the challenges and opportunities

faced by different players in the ecosystem.
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The data collected varied across interviews, reflecting the unique perspectives and
experiences of each interviewee. While not every interview yielded the same
information, this diversity allowed us to gain a comprehensive 360-degree
understanding of each case. The interviews played a critical role not only in addressing
the research questions, but also in constructing the Decisional Framework. This
framework equips companies with the knowledge to initiate or refine their Corporate
Venturing strategies, selecting the most suitable approach based on their specific

needs.

The following sections dives into the heart of this research: a comparative analysis of
Corporate Venturing practices. In-depth interviews were conducted with twelve
companies that had actively implemented either Venture Building or Corporate
Venture Capital practices within their organizations. The primary objective is to
breakdown and analyse the unique characteristics of each company's approach,
drawing comparisons and identifying key differentiators between VB and CVC
strategies. Additionally, for each case study, a structured summary will be provided

to highlight the essential elements of their Open Innovation strategy.

The initial phase of data analysis involved the transcription of all interviews.
Subsequently, a rigorous qualitative analysis was undertaken, drawing on the
principles of grounded theory (Glaser & Strauss, 1967; Strauss & Corbin, 1998) to
identify emergent themes and patterns within the data. Each case study was examined
independently to understand the unique context and challenges faced by different
organizations, following Eisenhardt's (1989) recommendation for treating cases as
autonomous entities. Cross-case analysis was conducted to identify similarities,
differences, and commonalities across the case studies. This iterative process allowed

for the development of theoretical constructs grounded in the empirical data.

This analysis serves a dual purpose. Firstly, the findings presented within these

sections will directly address the research questions outlined in this thesis. By offering
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valuable insights into the diverse experiences and approaches employed by different
VB and CVC entities, this comprehensive look at various implementations aims to

generate generalizable results applicable to a wider audience.

Secondly, the focus shifts from merely identifying crucial organizational
considerations for adopting Open Innovation projects to proposing a framework that
explores the interrelationships between these organizational elements. The framework
examines how these elements should be strategically implemented to maximize the
benefits offered by both VB and CVC approaches, whether selecting one, the other, or

a combination of both.

Following the presentation and analysis of the case studies, the practical implications
of the findings will be explored in depth. This discussion will cover potential
contributions to existing literature, limitations of the research approach, and future

research avenues emerging from the analysis.

3.5. Case description

In this section, the interviews conducted with experienced professionals holding key
roles in their companies' innovation units or overseeing Corporate Venturing
projects will be detailed. The interview durations varied depending on the
interviewees' availability and the speed and clarity of their responses. Each
subsection provides structured summaries of each interview, ensuring that all
relevant information is presented in a way that allows for consistent comparison
across companies, facilitating the analysis. The table below presents the companies'

categories, the roles of the interviewees, and the duration of each interview.
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Company Category Position Duration
Alpha CvC Corporate Venture Capital 54:50
& Open Innovation
Manager
Beta CvC Group Corporate Venturing 51:20
Specialist
Gamma CvC Financial Manager 01:16:40
Delta CVvC Investment Principal 41:27
Epsilon CVvB Venture Strategy & 57:15
Development Director
Zeta CVvC & CVB Corporate Innovation & 01:02:54 & 42:02
Venture Building
Professional
Eta VB Founding Partner 01:04:05
Theta VB Innovation Consultant 01:04:06
lota VB Head of Strategy and 42:33
Partnership
Cappa VB Chief Executive Officer 40:08
Lambda VB Chief Executive Officer 59:07
Mi VB Coordinator and Senior 41:08
Innovation Manager
Ni VB Founding Partner 37:19
Csi CvB Innovation Manager 36:12
Table 8: Summary of the 15 interviews conducted
3.5.1. Alpha

Alpha, a prominent Italian banking group, operates in the financial services sector,

offering products like loans, investments, and insurance. Founded in the 19th century,

Alpha boasts a global presence with a workforce exceeding 5,000 employees and

generates a turnover widely surpassing one billion euros. The Corporate Venture
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Capital & Open Innovation Manager interviewed spent a more than 20 years at Alpha,
rotating in multiple roles within the banking branch of the company. Now there are

six people working in his team.

Alpha started its cultural shift towards Open Innovation in 2019, working with
startups, bringing them to clients and helping them to raise money. In 2021 the CVC
was founded, it was not considered a proper fund, but just an instrument to do
innovation. The initial goal is to help industrial innovation of a traditional bank to
develop faster, the return on investment is set aside, even considering the insignificant
impact it would have on the revenue growth on such a large bank. From 2021 they
made 46 direct investments (in startups) and others indirect (in accelerators), but some

of them are no more active.

The relationship with the startup can be of two types: one is the control of a stake of
the company and the other can be a partnership where they adopt a Venture Clienting
approach. The corporate generally share resources with the venture, in particular the
legal department is often used, but the resources don’t work for the startup, they just
have an advisory role, very useful for an early-stage company. The interaction between
the two are limited to a report or 20 minutes call every 2 weeks. So Alpha gives the
venture equity, capabilities and a strategy in order to create a win-win situation where

the venture is free to move with a big corporate at their back to speed up growth.

Alpha explores opportunities with an internal ecosystem composed by 30 innovation
leaders. The CVC manager filters investment opportunities with a balance scorecard
he personally created and selects the opportunities worth investigating in a second call
with an expert, an internal resource of the company. Once the expert is convinced
about the idea the CVC manager brings it to someone possibly interested in the project,
a sponsor. The sponsor is usually a stakeholder of a business, sometimes a C-level of
one of their captive companies of Alpha. If the sponsor is ready to commit resources

in the venture (especially time, the most important resource for a bank which already



3| Methodology 77

has money), they organize a laboratory where they set a proof of concept (POC) and,
eventually, they evaluate the investment, with a specific challenge to solve or a defined
objective in a limited timeframe of maximum 3 months. At this point the gateway is
very tight, the results are presented to the top management who can give the
authorization to proceed with a partnership or collaboration with the venture and, if
they are raising money, to participate to a funding round, but it isn’t a necessary
condition. This final step is preceded by a due diligence by external advisors. Tickets

are usually between 100k€ and 500k€.

Alpha drives innovation through strategic collaborations focused on enhancing their
core competencies, so they look for something that make them a better bank. By
investing in and evaluating partnerships aligned with two key objectives: optimize
internal operations and develop cutting-edge solutions. The focus is on leveraging
technology to streamline processes, reduce costs, and improve service efficiency.
Additionally, they prioritize talent development and foster a culture of innovation to
enhance the workforce's capabilities. The explored opportunities are in areas such as
automation, Al, sustainability and contract management. The exit is a nice to have but

not a condition to invest.

Talking about costs and risks, according to the interviewee, there is the possibility to
make or buy the startup but building it from scratch, even if the competences to do it
are available in the company, takes too much time and till now it is not in the Open
Innovation scope of the company. The risks using the CVC approach are usually lower
because they select startups with some traction already, and they try to derisk the

company when they put some equity in it.

Result is usually a win-win situation for Alpha: the corporate receives a new mindset
to work, fresh energy with a fast reaction time and of course access to new
technologies, on the other hand venture is helped with the fundings, specialized

advisory and access to a privileged network.
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3.5.2. Beta

Beta, an Italian insurance and real estate group generating billions in revenues in
multiple countries with thousands of employees. It established its Corporate Venture
Capital fund in 2019. According to the interviewee, who joined the company in April
2023 after experience as an Innovation Consultant, the fund prioritizes strategic

growth for the group through targeted investments.

Beta's core objective is to cultivate synergies with promising ventures in the Seed or
pre-Seed stage. Investments typically range from €500k to secure a maximum 20%
stake in the startup, with financial returns considered secondary to strategic

alignment.

Beta employs a meticulous approach to identify suitable investment opportunities. To
identify the best investment opportunities, Beta conducts in-depth market analysis.
This involves attending industry conferences throughout Europe to stay up-to-date on
trends and actively searching for promising startups through scouting efforts. This is
the only phase which could be outsourced by the company. Partnering with startup
accelerators grants them access to a broader pool of ventures. Once potential partners
are identified, a rigorous selection process commences. This phase involves face-to-
face meetings with founders, in-depth interviews, and thorough due diligence

procedures, typically spanning 6 to 8 months.

The participated venture has then access to multiple assets of the corporate such as its
pool of clients (between 2 to 6 millions), an extensive sales and distribution network,
new geographies and strong knowledge to consolidate the business model of the

venture.

The fund prioritizes investments in the digital health sector, with examples including
their stakes in 3 different startups. They are also drawn to ventures where they can
offer substantial support in product development and forge strong synergies, as

exemplified by investments in other 4 startups. Integrating startups and corporations
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can be a hurdle, as they often operate on different communication wavelengths. Beta
acknowledges this challenge and the potential for their established processes to
impede the agility of ventures. They are currently exploring solutions to bridge this
&ap-

While Beta's first exit - the sale of one of their ventures’ stake to a big player in the
market of reference in March 2024 - wasn't their primary objective, it demonstrates
their commitment to facilitating venture growth. The group is currently in an
exploratory phase, carefully evaluating future strategies for these ventures. Potential
options include full acquisitions, follow-on investments, or even establishing a
Venture Building arm. However, the group acknowledges the inherent risks and long
timeframes associated with Venture Building, coupled with the current absence of a

strong "fail-fast" culture within the organization.

3.5.3. Gamma

Gamma is leading Italian software company that aims to help its clients with the
digitalization process, with more than 100 million euros in revenues and between 500
and 1000 employees. In December 2021 Gamma launched its own Corporate Venture
Capital fund, after gaining capabilities and expertise from more than 40 M&A
operations. According to the interviewee, Financial Manager of the fund, the CVC was

born thanks to the know-how acquired with this inorganic growth process of Gamma.

The establishment of its own CVC fund was driven by a clear vision: to harness the
power of technological advancements and Open Innovation to drive growth in the real
economy. The CVC mission is singular: to empower startups and accelerate innovation
across the real economy. By investing in B2B startups and providing them access to
expertise, resources, and collaboration opportunities, the company fosters a dynamic
ecosystem that fuels progress and positive change. This commitment extends beyond

financial support, as they recognize the importance of fostering talent acquisition,
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business development, and Open Innovation practices that benefit both startups and

established players like them.

The CVC was born with four main objectives: the first one is to be contaminated by
startup operating in the same field of Gamma, the second is to look for a financial
return, the third one is to empower the brand of Gamma, making it more visible to
attract young talents, and the last one is to help the innovation ecosystem and create

new jobs, so a Corporate and Social Responsibility (CSR) objective.

There fund has a unique manager, the interviewee, who interacts with a strategic
commission and the manager of the group closest to the business of the target venture.
Previously there was two commissions composed by the financial manager, the M&A
manager, the two responsible of the two major businesses of the group and the IT
manager of the group, but this didn’t work out due the low pace in taking decisions.
The investment process unfolds in three key stages. First, scouting leverages word-of-
mouth, collaborations with partners and engagement with accelerators to identify
promising startups. A light due diligence follows, focusing on core business
alignment, technological risk, and collaboration potential. Finally, negotiation and
leadership development solidify the investment and build a strong relationship with
the startup's team. This streamlined process, exemplified by a two-week due diligence
and negotiation period culminating in a signed agreement within two months, allows

the CVC to efficiently identify and support high-growth ventures.

The main objective is to create synergies, financial return is a nice to have condition
but usually it is not respected. They can lose money but not value. The idea is to invest
in pre-seed or seed rounds (maximum series A) as non-leading investors, and the
targets are usually close to the parent’s company market and their strategic plan. The
investment ticket is around 150-200 k€ for between 5% and 20% of the venture. The
investment reflects the commitment of the company in working with that startup and

it usually depends even on the weight of other investors and founding partners.
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Cost at the beginning were low, the largest one is the opportunity cost. Then there was
some training and consulting services, but the major cost is time, so the commitment

of people in the project.

Another factor to consider is founder independence, as it enables founders to maintain
control over their companies' vision and direction. However, this autonomy should
not come at the expense of effective communication with Corporate Venture
Capitalists, according to Gamma. Founders must recognize that CVCs are not just
investors but also potential industrial partners who can provide valuable resources
and expertise. Open and transparent communication between founders and CVCs can
foster collaboration, accelerate growth, and ultimately lead to mutual success. This
synergy is particularly crucial in the Italian context, where the Venture Capital
landscape is characterized by a predominance of small and medium-sized enterprises
(SMEs). To bridge the gap between these SMEs and promising startups, it is essential
to encourage collaboration and knowledge exchange. By embracing communication
and collaboration, both founders and CVCs can play a pivotal role in driving

innovation and propelling Italy's entrepreneurial ecosystem forward.

3.5.4. Delta

Delta is an industrial conglomerate of Italo-Argentine origin, founded in 1945. The
company is headquartered in Argentina and operates in several sectors, including
engineering, construction, steel production and energy. With a turnover of around $40
billion and around 90,000 employees worldwide, Delta is a major player in the

international industrial landscape.

The company has always had a strong focus on innovation and sustainability, seeking
to integrate responsible practices into its operations. In recent years, Delta has
broadened its strategic vision, investing in new technologies and startups through its
Venture Capital fund, with the aim of remaining competitive in an ever-changing

market.
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The interviewee is an aerospace engineer graduated from the Politecnico di Milano,
with a professional background ranging from aerospace to automotive. After earning
an MBA, he joined Delta in 2018, initially holding the role of executive assistant to one
of the group's chairman. During his experience, he showed a strong interest in
sustainability and industrial innovation issues, which led him to actively contribute to

the creation and development of Delta's Venture Capital fund.

Delta's Venture Capital fund was born as a response to an opportunity identified
within the group. Initially, Venture Building was not a primary objective of the fund,
but it emerged when one of the operating companies developed a non-core technology
for the production of hydrogen. Recognising the potential of this technology, the group
decided to take it out of the operating company and turn it into a startup. This process
took over two years of coordination and development, culminating in the launch of
the fund, whose main objective is to invest in innovative startups in the energy and

sustainability sector.

Delta's Venture Capital fund has several strategic objectives. Firstly, it aims to identify
and invest in startups that develop innovative technologies, particularly in the field of
sustainable energy and industrial production. Secondly, the fund seeks to create
synergies between startups and the group's operating companies, facilitating the
integration of new technologies into existing processes. Finally, the fund aims to
generate sustainable financial returns for investors, while contributing to growth and

innovation in the Italian and international industrial landscape.

The investment process is structured and involves several stages. Initially, the
investment team conducts an in-depth analysis of the technology landscape and
existing startups, using scouting platforms and attending industry events to identify
opportunities. Once startups of interest have been identified, the team initiates a due
diligence process, which includes an analysis of the technology, the team and the

market. If the startup passes this stage, the fund prepares the necessary documentation
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to present the investment to the investment committee, which decides whether or not
to proceed. If approved, the fund enters the startup's capital, often taking an active role
on the board to support the development of the technology and ensure effective

communication between the parties.

One of the main risks for the fund is the uncertainty associated with the technology
and its ability to scale in the market. In addition, startups can face significant
challenges in terms of team management and development, which can negatively
affect business performance. The costs associated with the investment include not only
the capital invested, but also the resources devoted to due diligence and post-

investment support.

To date, Delta's fund has invested in 17 startups, with a relatively low conversion
compared to the number of companies analysed. This reflects the fund's rigorous
approach to selecting investment opportunities. The results achieved so far include not
only financial returns, but also the integration of innovative technologies into the

operations of group companies, helping to improve efficiency and sustainability.

The Italian landscape for startups and Venture Capital is constantly evolving.
Although there are significant challenges, such as bureaucracy and lack of capital,
there are also growing opportunities for companies seeking to innovate and grow.
With a focus on sustainability and innovation, Delta positions itself as a key player in
the industrial landscape, ready to face the challenges of the future. It promotes an

innovation ecosystem that can have a positive impact on Italian industry as a whole.

3.5.5. Epsilon

Epsilon is an Italian Venture Builder, created with the aim of promoting innovation
and the development of startups in the energy and technology sector. Founded in June
2022 and officially announced in August of the same year, Epsilon fits within the
strategy of Epsilon. Epsilon's mission is to accelerate the growth of new businesses by

leveraging Epsilon's vast experience and know-how, as well as its technological assets.
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This industrial approach aims to turn promising ideas into solid business realities, thus

contributing to the energy transition and sustainable innovation.

The interviewee is a key figure within Epsilon, playing a leadership role in the
management and development of Venture Building initiatives. With a strong academic
background and extensive industry experience, the interviewee is able to guide
Epsilon's team towards achieving its goals. His strategic vision and understanding of

market dynamics are crucial to the success of the startups incubated by Epsilon.

Epsilon was born in a context of a growing need for innovation in the energy and
technology sector. Epsilon's decision to create a Venture Builder was motivated by a
desire to accelerate the growth of startups that could contribute to a sustainable energy
transition. Epsilon's legacy, with its wealth of knowledge and technology, represents
a unique opportunity for startups. The creation of Epsilon was therefore a strategic
response to the challenges of the market, with the intention of enhancing internal

technologies and supporting the emergence of new entrepreneurial solutions.

The objectives are ambitious and well defined. The main one is to establish five
startups by 2025, a goal that reflects Epsilon's commitment to fostering innovation.
Epsilon aims to identify and develop technologies with high market potential,
focusing in particular on those with a Technology Readiness Level (TRL) of 7-8 and
above. This approach ensures that startups have a solid, market-ready technology
base. Furthermore, Epsilon aims to create an innovation ecosystem that fosters
collaboration between startups, investors and institutions, thus contributing to a more

dynamic and sustainable business environment.

The investment and startup establishment process is structured and strategic. Initially,
the internal team identifies Epsilon's technologies that can be exploited. Next, market
opportunities are assessed and a business model is defined. Once a promising business
opportunity is identified, Epsilon starts the startup process, which includes defining

governance, raising funds and building the team. Timelines vary depending on the
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specificity of the project, but the goal is to bring startups to market as quickly as

possible, while maintaining a high standard of quality and innovation.

Epsilon's process begins with the identification of technologies that have strong
market potential. These may include internally developed technologies that have
reached a Technology Readiness Level (TRL) of 7-8 or higher, as well as external
technologies that align with Epsilon's business needs. Once an opportunity is
identified, Epsilon develops a comprehensive business plan, outlining a clear
technology and business development roadmap, a go-to-market strategy, and the
appropriate organisational structure. In addition to providing capital, Epsilon
contributes its expertise and management support to the new initiative. By leveraging
both financial resources and internal knowledge, Epsilon ensures that new ventures
benefit from its existing infrastructure, maximising synergies and fostering growth. As
in any Venture Building initiative, Epsilon faces a number of risks and costs. The main
risks include uncertainty related to technological innovation, the possibility of startup
failure and market challenges. Epsilon has implemented a risk mapping system to
identify and mitigate potential problems in the development phase. The costs
associated with creating startups can be significant, but it relies on Epsilon's support
to secure the necessary resources. The prudent management of costs and risks is

critical to the long-term success of Epsilon's initiatives.

Despite its recent creation, Epsilon has already achieved significant results. The
creation of an innovation ecosystem and the promotion of startups in the energy sector
have been positively received by the market. The first Venture Building initiatives
have demonstrated the growth and impact potential of the technologies developed.
Furthermore, the collaboration with investors and other institutions has helped to
strengthen Epsilon's position as a key player in the Italian innovation landscape. The
results obtained so far are a positive sign for the future of Epsilon and for its role in

promoting the energy transition.
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During the interview, the interviewee shared a reflection on the Italian innovation
landscape. She pointed out that, although Italy has significant potential, there are still
challenges to be faced. Entrepreneurial culture, investment and collaboration between
different stakeholders are key elements to foster an innovation-friendly environment.
The interviewee emphasised the importance of an integrated approach, where
companies, institutions and investors work together to create a sustainable innovation
ecosystem. The growth of initiatives such as Epsilon is an important step in this
direction, but it is crucial to continue investing in the culture of innovation and the

training of talent to ensure a prosperous future for the Italian business landscape.

3.5.6. Zeta-CVC

Zeta is one of the leading Italian companies in the energy and environmental services
sector, with a strong presence in the energy transition and sustainability market. The
company stands out for its commitment to innovation and sustainability, investing in
advanced technologies and green practices to reduce the environmental impact of its

operations.

Zeta has developed a business model that integrates energy production from
renewable sources, waste management and sustainable mobility, positioning itself as
a key player in the transition to a circular economy. With a network of over 10,000
employees and a presence in several Italian regions, Zeta is committed to providing
high quality services to its customers, while contributing to economic growth and

environmental sustainability.

Zeta is one of Italy's leading companies operating in the utilities sector, with a
particular focus on energy, water and the environment. Zeta was founded in 2008 and
has rapidly expanded its reach, becoming a key player in the energy transition and
environmental sustainability. The company is listed on the Italian stock exchange and

serves millions of customers throughout Italy, offering a wide range of services from
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electricity and gas production and distribution to waste management and water

services.

The interviewee is a member of Zeta's Corporate Venture Capital team, with an
academic background in finance and significant experience in the sector. After
obtaining a master's degree in finance from Bocconi University, he started his career
in a bank, where he acquired expertise in the world of financing. For almost a year, he
has been part of Zeta's CVC team, which deals with investments in Venture Capital
funds, with the aim of supporting the innovation and growth of startups in the energy

and environmental sector.

Zeta's Corporate Venture Capital fund was established in 2020, against a background
of growing interest in innovation and sustainability in the energy sector. The decision
to start the fund was motivated by the need to accelerate the innovation process within
the company and to explore new investment opportunities in startups developing
innovative technologies. Zeta recognised that in order to remain competitive in a
rapidly changing market, it was essential to invest in innovative solutions that could

improve operational efficiency and reduce environmental impact.

Zeta's CVC fund is driven by a few key objectives that shape its investment strategy.
A primary focus is on investing in startups within the energy and environmental
sectors, often through partnerships with Venture Capital funds. This allows Zeta to
not only diversify its portfolio but also tap into cutting-edge technologies that are

emerging in these critical industries.

Another important goal is fostering industrial synergies. Zeta seeks to create
opportunities where the startups it invests in can collaborate with its own business
units, ensuring that innovative solutions can be seamlessly integrated into its existing
operations. This alignment strengthens both the startups and Zeta’s core business by

streamlining the adoption of new technologies.



88 3| Methodology

Sustainability is a central pillar of the fund’s mission. Zeta is committed to supporting
projects that contribute to the energy transition and advance environmental
sustainability, ensuring that its investments align with the company’s broader
strategic goals. This focus not only drives innovation but also underscores Zeta's
dedication to fostering long-term, sustainable growth in the industries it operates in.
Zeta’s Corporate Venture Capital fund follows a well-defined investment process that
begins with the scouting and screening of potential startups. The CVC team
collaborates with Venture Capital funds to identify promising companies, evaluating
them based on innovation, sustainability, and market potential. Once potential
investments are identified, the due diligence phase begins. This involves a thorough
analysis of the startup’s business model, technology, and leadership to ensure the

venture is solid and aligns with Zeta’s goals.

If the startup successfully passes this scrutiny, the CVC fund moves forward with the
investment, which may be executed through Venture Capital funds or directly into the
startup. Post-investment, Zeta plays an active role in working with the startup to
develop pilot projects, ensuring that the new technologies are effectively integrated
into the company’s operations. This collaboration is vital for maximizing the strategic

value of the investment and driving innovation within Zeta's core business.

Despite the structured process, investing in startups carries inherent risks. The high
failure rate of startups is a key concern, requiring Zeta to diversify its portfolio to
mitigate this risk. The due diligence process, though essential, is resource-intensive,
requiring both time and financial investment to ensure that decisions are well-
informed. Even when a startup is successful, integrating its technology into Zeta’s
existing operations can be challenging. Close collaboration between the CVC team and
Zeta’s business units is critical to navigating these challenges and ensuring a smooth
transition of new technologies into the company's processes. Through this careful
approach, Zeta aims to balance innovation with risk management.So far, Zeta's CVC

fund has achieved promising results. It has invested in several Venture Capital funds



3| Methodology 89

and supported innovative startups that are developing solutions in the field of energy
transition and sustainability. A number of pilot projects have been successfully
launched, demonstrating the potential of emerging technologies to improve

operational efficiency and reduce environmental impact.

In addition, Zeta has strengthened its reputation as a leader in sustainable innovation,
attracting the attention of investors and strategic partners. This has opened up new
opportunities for collaboration and positioned the company as a key player in Italy's

energy transition landscape.

The Italian innovation and sustainability landscape is undergoing a significant
transformation phase. Companies, such as Zeta, are recognising the importance of
investing in emerging technologies and collaborating with startups to address the
challenges of the energy transition. However, there are still obstacles to overcome,

such as the need for a greater culture of innovation and support from institutions.

There is still a long way to go, but the prospects are promising, and the future of energy

and sustainability in Italy looks bright.

3.5.7. Zeta—CVB

Zeta stands out for its commitment to sustainability and innovation, with ambitious
targets for decarbonisation and reduction of CO2 emissions. The company strategy is
based on an integrated business model that aims to create value not only for
shareholders, but also for the community and the environment. With a strong focus on
research and development, Zeta invests in innovative technologies to improve energy

efficiency and promote the use of renewable sources.

The interviewee is a professional involved in corporate Venture Building at Zeta, a
company active in the energy and environmental services sector. During the interview,
she shared his experiences and observations about Zeta's Corporate Venture Builder

(CVB), highlighting the importance of integrating financial and entrepreneurial skills
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to meet market challenges. The interviewee is very interested in innovation processes
and the creation of startups, highlighting the importance of identifying significant
problems to be solved in the market. His experience as a corporate Venture Builder at
Zeta implies a strategic approach to decarbonisation and energy transition, in line with

the company's long-term goals.

In addition, the interviewee discusses the challenges and opportunities of integrating
internal and external teams in the process of creating new business ventures. His
attitude is characterised by a strong orientation towards collaboration and the search
for synergies between different business functions, as well as an analytical approach

when evaluating ideas and startups.

Zeta's Corporate Venture Builder was set up to respond to the growing need for
innovation and adaptation in the energy and environmental sector. With the
emergence of new technologies and business models, Zeta recognised the importance
of developing new business initiatives internally to remain competitive. The CVB was
born in the context of a broader Open Innovation strategy, which aims to create

synergies between startups and existing resources within the company.

The main objective of the CVB is to incubate and accelerate new ideas and projects,
transforming them into autonomous startups that can operate in the market. This
approach enables Zeta to explore new business opportunities, test innovative solutions

and ultimately contribute to the energy transition.

The objectives of Zeta's CVB are multiple and strategic. First, it aims to identify and
develop innovative solutions that can address the challenges of the energy and
environmental sector. This includes the creation of startups that focus on sustainable

technologies, energy efficiency and waste management.

Secondly, the CVB aims to act as a catalyst for innovation within the company,

promoting an entrepreneurial culture and facilitating collaboration between different
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business functions. This approach not only helps generate new ideas, but also enables

solutions to be tested quickly and adapted to market needs.

Finally, the CVB aims to create economic value through strategic investments in

promising startups, thus contributing to Zeta's growth and sustainability plan.

The process of investing and establishing startups within the Zeta CVB is structured
in several stages. Initially, an ideation phase is conducted, during which ideas are
collected and evaluated. This phase is crucial to identify projects that have the
potential to solve significant problems for Zeta and the market in general. Once
promising ideas have been selected, they move on to the incubation phase, which lasts
between 3 and 5 months. During this phase, a Minimum Viable Product (MVP) is
developed and the team is formalised. Subsequently, startups enter the acceleration
phase, which can last between 10 and 12 months, during which the business model
and market strategy are refined. The Zeta CVB provides an initial investment of about
200,000 euros for the incubation phase and 700,000 euros for the acceleration phase.
This financial support is accompanied by in-house resources and expertise to help

startups validate their solutions and prepare for market launch.

As with any entrepreneurial initiative, the Zeta CVB faces several risks and costs. One
of the main risks is the possibility that startups may fail to integrate with existing
synergies within the company. To mitigate this risk, Zeta has implemented a rigorous
approval process for initiatives, selecting only those that can benefit from Zeta's

support as a first customer.

In addition, the costs associated with startup development can be significant,
especially in the early stages. However, Zeta sees these investments as strategic, as

they aim to generate long-term value and contribute to the energy transition.

So far, Zeta's CVB has achieved promising results, with several startups being

developed and tested in the market. These initiatives have shown that they have the
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potential to address significant energy and environmental challenges, thus

contributing to Zeta's sustainability goals.

The CVB has supported the creation of an entrepreneurial culture within the company,
encouraging employees to contribute ideas and actively participate in projects. This
approach has led to greater innovation and a better ability to adapt to market

dynamics.

The Italian innovation and startup landscape is constantly evolving, with a growing
interest in sustainable technologies and renewable energy. In this context, Zeta's CVB

is an example of how traditional companies can adapt and thrive in a changing market.

The combination of financial and entrepreneurial expertise, combined with a strong
commitment to sustainability, positions Zeta as a leader in the sector. Its ability to
incubate and accelerate innovative startups not only contributes to the company's

growth, but also has a positive impact on the community and the environment.

In conclusion, Zeta's CVB is a model for other Italian companies wishing to face the
challenges of the future. With a focus on innovation and sustainability, Zeta is charting

a course that could inspire a whole generation of entrepreneurs and business leaders.

3.5.8. Eta

The interviewee begins the interview by talking about his academic and professional
background. He holds a bachelor's degree in finance from Universita Cattolica and
later completed a master's degree at the Graduate School of Management of
Politecnico di Milano, as well as an innovation and entrepreneurship programme in
Brussels. This mix of academic experiences provided him with a solid foundation in

the field of Venture Capital and startups, which he has applied in his current work.

A central theme of the interview is the distinction between corporate Venture Building
and venture studio. The interviewee points out that these terms are often used

synonymously, but in reality they represent different approaches. Corporate Venture
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Building focuses on the creation of startups within a corporate, while the venture
studio tends to work on several projects simultaneously, often with a focus on
innovative ideas to be developed. The interviewee and his team sought to clarify these
differences and specifically position themselves in the field of corporate Venture

Building, aiming to support companies in innovating and creating new ventures.

The interviewee also clarifies the differences between corporate Venture Building and
Corporate Venture Capital. Corporate Venture Building focuses on the creation of
internal startups, whereas Corporate Venture Capital involves investments in external
startups. Both approaches have advantages and disadvantages, and companies must

evaluate which strategy best fits their innovation goals.

Corporate Venture Building offers several key advantages for companies, starting with
the ability to maintain control and ensure alignment with their broader strategic goals.
By creating internal startups, businesses can steer projects in ways that fit seamlessly
within their overall vision, minimizing the risks of misalignment. Additionally, they
can utilize their existing resources and expertise to drive innovation, which helps

mitigate some of the inherent risks associated with developing new solutions.

On the other hand, Corporate Venture Capital provides distinct benefits. It allows
companies to gain quick access to external innovations by investing in startups,
enabling them to tap into new technologies and ideas without the need for internal
development. This approach offers greater flexibility, as businesses can diversify their
investment portfolio by backing various startups, which in turn helps spread and
reduce overall risk. Both models have their unique strengths, depending on the

company's goals and approach to innovation.

The interviewee discusses several strategies that companies can adopt to foster
innovation, including startup integration, internal startup building and the creation of

an innovation ecosystem.
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Companies can acquire startups and integrate them into their business model. This
approach presents significant challenges, such as the need to align different corporate
cultures and manage change within the organisation. The interviewee remarks that

integration requires careful planning and effective resource management.

Internal startup construction enables companies to develop new business ventures
using their own resources. This approach requires a significant commitment of time
and resources, but can lead to solutions that are more aligned with the company's

strategic vision.

The interviewee emphasises the importance of creating an innovation ecosystem, in
which companies collaborate with existing startups and scale-ups. This approach
allows for tangible and quick results and reduces the risk associated with innovation.
Companies should actively seek out startups that can solve specific problems or bring

significant innovations.

A crucial aspect for successful innovation strategies is the innovation culture within
the company. Costantino highlights the need to educate and involve employees in the
innovation process, creating an environment in which innovative ideas can emerge
and flourish. This requires a change of mindset and greater openness to new ideas and

approaches.

The interviewee highlighted the importance of educating employees about the benefits
of innovation and actively involve them in the process. Companies must create

opportunities for employees to contribute innovative ideas and solutions.

To promote a culture of innovation, companies must encourage a change of mindset
among employees. This means promoting experimentation and tolerance for failure,

allowing employees to explore new ideas without fear of negative consequences.

The interviewee discusses the challenges companies face in the innovation process,
including change management, the integration of new technologies and the need to

adapt quickly to market dynamics.
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Innovation requires significant change within the organisation. The interviewee
emphasises that companies must be prepared to manage this change effectively,
involving employees and clearly communicating the objectives and benefits of

innovation.

Companies face the challenge of integrating new technologies into their business
model. This requires careful planning and a thorough understanding of emerging

technologies and their applications.

Companies must be prepared to adapt quickly to changing market dynamics. The
interviewee highlights the importance of monitoring market trends and being agile in

responding to new opportunities and challenges.

A crucial point in the interviewee's work is the validation of ideas and proposed
solutions. It is important to conduct interviews and market research to understand
customer needs and identify critical issues. This approach makes it possible to develop
targeted solutions and increase the likelihood of project success. The validation

process must be continuous and integrated into all phases of product development.

Another important topic is the measurement of the results of innovation initiatives.
The interviewee explains that it is crucial to establish clear metrics to assess the impact
of Venture Building activities. These metrics can include financial performance
indicators, but also qualitative measures related to customer satisfaction and adoption
of the solutions developed. Continuous evaluation allows for improvements and

adaptation of strategies based on the results obtained.

The interview concludes with a reflection on the future prospects for corporate
Venture Building and innovation in large companies. The interviewee expresses
optimism about the ability of companies to adapt and innovate, emphasising the
importance of a culture of innovation and well-defined strategies. He point out that

collaboration between companies and startups will be crucial for future success.
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Companies must be open to new ideas and approaches, actively collaborating with

startups and other market players.

To foster innovation, companies must be willing to invest significant resources in
corporate Venture Building and Corporate Venture Capital. This investment is
essential to ensure that companies can remain competitive and respond to market

challenges.

3.5.9. Theta

Theta is an Open Innovation company that has established itself as a leader in
supporting the creation and development of startups. Founded in 2008, it has offices
in several cities around the world, including Madrid, Barcelona, Milan, Rome, and
several countries in Latin America. Theta's mission is to ease innovation through
collaboration between corporations and startups, creating an ecosystem in which ideas

can flourish and turn into commercial realities.

Theta stands out for its practical and operational approach, which goes beyond simple
strategic consulting. The company is committed to building teams of co-founders who
work closely with clients to develop innovative projects. This model enables it to
address market challenges in an agile and responsive manner, leveraging internal

expertise and external resources to maximise opportunities for success.

The main interviewee is the Project Manager at Theta, with almost seven years'
experience in the company. He has a deep knowledge of the innovation sector and has
led numerous Venture Building projects. His experience spans several areas, including
artificial intelligence and complex project management. During the interview, the
interviewee shared his views on the importance of Open Innovation and the crucial

role Theta plays in connecting corporations with startups.

Theta was founded amidst a growing need for innovation in the business world.

Traditional companies were facing unprecedented challenges due to rapid
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technological evolution and increasing market competitiveness. In this scenario, Theta
emerged as an answer to these challenges, offering an Open Innovation model that
allows corporations to access new ideas and technologies through collaboration with

startups.

Theta's Venture Building was created with the aim of supporting companies in the
creation of new ventures by exploiting the opportunities offered by innovation. The
company is designed to invest in promising ideas and to provide the necessary

resources to turn them into successful startups.

Theta's objectives are broad, with a primary focus on three key areas. First, the
company seeks to promote innovation by fostering creativity within corporations,
helping them develop new products and services that meet market demands.
Additionally, Theta acts as a bridge between corporations and startups, facilitating
collaboration and the exchange of ideas. This approach enables both parties to combine
their skills and resources to maximize their chances of success. Finally, Theta is
dedicated to building successful startups by supporting them through a
comprehensive venture-building process that includes idea validation, product

development, and go-to-market strategies.

The process of investing in and establishing startups at Theta follows a structured
approach. It begins with ideation, where Theta collaborates with corporations to
identify opportunities for innovation through workshops, hackathons, and
brainstorming sessions. Once promising ideas emerge, Theta conducts thorough
market validation, analysing feasibility and potential success through competitor
research and customer interviews. After validation, the focus shifts to product
development, with the creation and testing of a prototype in the market. Theta
provides guidance on product strategy and sales management throughout this phase.
Finally, startups are launched to market, and Theta supports their scalability by

assisting with marketing strategies and operational management.
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As with any venture-building process, certain risks and costs are associated. Market
uncertainty poses a challenge, as startups operate in competitive and rapidly changing
environments, making it difficult to predict success. Development costs can also be
significant, requiring substantial investments in time and resources from corporations
to ensure project viability. Operational risks, including team management, logistics,
and regulatory compliance, add further complexity to the process. Despite these
challenges, Theta remains committed to supporting innovation and building thriving
startups. Theta has achieved significant results over the years, contributing to the
creation of numerous successful startups. Thanks to its hands-on approach and
network of experts, the company has been able to support corporations in launching

new products and services, generating value for both companies and consumers.

Startups created through Theta's Venture Building process have proven to have a high
success rate, thanks to the market validation and continuous support provided by the
company. This has led to Theta's growing reputation as a strategic partner for

innovation.

The Italian innovation and startup landscape is constantly evolving. Although there
are significant challenges, such as bureaucracy and lack of investment, there are also
extraordinary opportunities. Companies such as Theta are helping to create a more
innovation-friendly ecosystem by facilitating collaboration between corporates and

startups.

In a context where innovation is key to competitiveness, Theta is a model to follow. Its
ability to connect corporations with startups and support the creation of new ventures

is an example of how Open Innovation can transform the Italian business landscape.

3.5.10. lota

Iota is an innovative Venture Builder dedicated to the creation and development of
startups in the deep tech sector. Iota's mission is to transform promising ideas into

sustainable companies, thus contributing to the Italian and international
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entrepreneurial ecosystem. The company stands out for its integrated approach,
combining technical expertise, scientific research and entrepreneurial know-how. Iota
employs a multidisciplinary team of experts in various fields, including engineering,
life sciences, business and marketing, to ensure that each project has the best chance of

success.

The interviewee is an expert in the field of Venture Building and has a long career in
technology and innovation. With a strong academic background and extensive
experience in the startup world, he has held key roles in several companies and
collaborated with top research institutions. His passion for innovation and his ability
to identify market opportunities have made him a respected leader in the Venture

Capital landscape.

Iota was born about ten years ago, at a time when the startup ecosystem in Italy was
just beginning to take shape. The idea behind the creation of the fund was to fill a
significant gap in the market: many innovative ideas could not find the support they
needed to turn into successful companies. The interviewee and his team recognised
that in order to promote innovation, it was crucial to provide not only funding, but
also strategic and operational support to startups. Thus, Iota was conceived as a
Venture Builder, a model that combines investment with the active creation of new

businesses.

Iota's objectives are manifold and focus primarily on the creation of value through
innovation. Firstly, the company aims to identify and develop emerging technologies
that can have a significant impact on the market. Secondly, Iota aims to support
startups in their growth phase by providing resources, expertise and networking.
Finally, the company is committed to contributing to the development of the Italian
entrepreneurial ecosystem by promoting collaboration between startups, universities

and research institutions.
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The company's investment process, as described in the interview, consists of several
key stages. Initially, the company focuses on the proof of concept (POC) phase, which
typically lasts between 9 and 18 months. During this phase, the research team,
consisting of technical and scientific figures, actively collaborates with external
stakeholders through interviews, surveys and co-development workshops. This
dialogue is crucial to reduce initial uncertainty and to validate the business idea and
technology developed. If the results of the POC phase are positive, a startup is created.
On average, from one hundred POCs, about 25 companies are founded after a year or
two. The company positions itself as a Venture Builder, intervening with its own
concept and identifying market needs, then building a multidisciplinary team around

these ideas.

In addition, the company currently has nine co-invested companies and 32 projects in
its pipeline, all financed mainly by European funds. The ownership of the companies
varies from 5% to 20%, with one exception where the company holds 60% and has also
expressed the CEO. This approach allows the accumulation of knowledge and
resources, creating economies of scale and facilitating dialogue between portfolio

companies, which is considered a crucial success factor.

There are significant risks associated with Iota's investment process. One of the main
risks is the uncertainty associated with the early stage of startup development. Not all
ideas translate into successful companies, and the failure rate can be high. Moreover,
the costs associated with creating a startup can be considerable, especially in terms of

research and development, marketing and talent recruitment.

Iota addresses these risks by carefully selecting ideas and constantly monitoring the
performance of startups. The company takes a diversified approach, investing in

several projects simultaneously to mitigate the overall risk.

Over the years, Iota has achieved significant results in its Venture Building journey.

The company has launched several successful startups, many of which have attracted
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significant investments from Venture Capital and institutional investors. These
startups operate in diverse sectors, including artificial intelligence, biotechnology and
sustainable technologies, demonstrating the versatility and innovation of Iota's

business model.

In conclusion, the interviewee reflects on the Italian startup landscape and the future
of Venture Building in the country. Despite challenges such as bureaucracy and lack
of funding, Antonio is optimistic about the opportunities that lie ahead. He emphasises
the importance of a collaborative ecosystem, where startups, investors and institutions

work together to promote innovation.

The interviewee also highlights the growing focus on deep tech and emerging
technologies, which represent an area of great potential for Italian startups. With a
strategic approach and strong support from Venture Builders such as Iota, Italy has

the opportunity to become a hub for innovation and technology in Europe.

3.5.11. Cappa

Cappa is a venture studio with the aim of supporting the creation and development of
innovative startups. The name 'Cappa’, which means 'those who wake up early' in
Sardinian, reflects the company's philosophy of being proactive and ready to seize
opportunities in the world of innovation. Cappa is distinguished by its practical and
collaborative approach, creating an environment where ideas can flourish. The
company does not just invest in startups, but actively engages in the building process,
providing strategic, operational and financial support. Cappa aims to create an
innovation-friendly ecosystem where startups can develop in an environment of trust

and collaboration.

The interviewee is one of the founders of Cappa, a professional with a varied
background and extensive experience in innovation and consulting. Aged between 40
and 60, the founders represent a generation that has experienced the transition from

the analogue to the digital era. The interviewee, in particular, brings a pragmatic and
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results-oriented vision, emphasising the importance of building solid relationships
and generating real value rather than pursuing quick exits. His industry experience

and passion for innovation are key to driving Cappa to success.

Cappa was founded in 2017, in a context where the startup ecosystem in Italy was
starting to take shape, but needed structured support and a more systematic approach.
The founders recognised the lack of a favourable environment for innovative startups
and decided to join forces to create a venture studio that could fill this gap. The main
motivation behind the creation of Cappa was the desire to develop a supportive
ecosystem for startups, promoting innovation and sustainable growth. The founders
wanted to create a place where ideas could be tested and developed without the risk

of immediate failure, favouring a long-term approach.

The objectives of Cappa are manifold and focus on the creation of territorial value
through innovation. The company aims to support promising startups, providing
them with the resources and skills they need to grow and prosper. Cappa aims to build
strong relationships between founders and companies, creating an environment of
trust and collaboration. Furthermore, the company aims to generate a positive impact
in the Italian entrepreneurial landscape by promoting a sustainable and long-term
approach to startup growth. Cappa is committed not to chasing quick exits, but rather

to fostering the creation of real and lasting value.

Cappa' investment process starts with the analysis of proposed ideas and teams. The
company offers advisory services and support in the creation of startups, working
closely with founders to develop sustainable business models. Cappa uses a 'work for
equity' approach for particularly promising ideas, allowing founders to receive
support in exchange for an equity stake. This model allows Cappa to align its interests

with those of the founders, creating a mutual incentive for success.

Initially, Theta evaluates proposals from startups by analysing both the ideas and the

competence of the proposing teams. It is crucial that these teams not only present
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strong ideas but also possess the necessary skills to bring them to fruition, including
the ability to build cohesive teams and establish networks with suppliers and partners.
Once an idea passes this initial evaluation, Theta conducts a comprehensive business
model assessment, performing an in-depth analysis to identify the idea's potential and
areas for improvement. If the concept is still in its early stages, a discovery exercise is

undertaken to refine and concretize it further.

Following the business model assessment, Theta develops a detailed business plan
that includes financial projections and operational strategies. This phase often involves
iterations between the business model and the business plan, as initial estimates may
require adjustments to ensure feasibility. Concurrently, the legal structure and
governance of the company are defined, establishing the appropriate legal entity and
governance rules to outline the rights and obligations of shareholders and investors
while ensuring legal compliance. Additionally, Theta collaborates on developing
communication and marketing strategies to effectively position the company in the

market, attract customers and investors, and build a strong brand identity.

With the business model and business plan in place, Theta initiates the search for
financing, which may involve securing investments from Venture Capital firms,
obtaining funding from lending institutions, or forming partnerships with larger
companies. The objective is to raise the necessary funds to launch and scale the startup.
During the first three years, Theta implements regular checkpoints to monitor the
company's progress, assessing whether the business model and plan are performing
as expected and making adjustments as needed. The ultimate goal is to achieve
autonomy, allowing the startup to operate independently without external support,
except for evolutionary issues. This ensures that after completing the venture studio
process, the startup can run autonomously with enhanced experience and stability. In
summary, Theta's investment process is an iterative cycle that requires continuous
evaluation and adaptation, all aimed at building a solid and sustainable company. As

with any venture studio, there are risks associated with investing in startups. These
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risks include market uncertainty, the possibility of idea failure and the difficulty of
attracting outside investment. Costs can include operating expenses, initial
investments and resources required for startup development. Cappa is committed to
mitigating these risks through rigorous idea selection and ongoing support for
founders. The company is aware that not all startups will be successful, but firmly

believes in the value of innovation and the ability to learn from failures.

Cappa has achieved significant results in supporting startups, contributing to the
creation of companies valued at over 10 million €. The company focuses on generating
real value rather than quick exits, promoting sustainable, long-term growth. The
personal and professional bonds created within the Cappa ecosystem are indicative of
the success of their collaborative approach. In addition, Cappa has established
relationships with internationally renowned mentors, helping to strengthen their

credibility and provide additional resources to the startups they support.

Cappa emerges as an innovative venture firm that stands out for its integrated and
research-oriented approach to innovation and entrepreneurial development. Founded
by a team of professionals with diverse backgrounds, Cappa aims to address market
challenges by creating sustainable startups and fostering a collaborative
entrepreneurial ecosystem. The interviewee emphasises the importance of an in-house
research centre, which makes it possible to anticipate market trends and develop

cutting-edge technological solutions.

The interviewee also highlights the value of creating personal and professional bonds
within the team and with the startups, fostering a familiar and cooperative working
environment. This approach not only fosters the growth of startups, but also helps to
generate value for the local area, an aspect that Cappa considers fundamental to its

work.
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3.5.12. Lambda

Lambda is an innovative Venture Builder that aims to support startups in pre-seed and
seed stage, providing not only capital, but also skills and resources necessary for the
growth and development of entrepreneurial projects. Lambda' mission is to create an
open and inclusive ecosystem, where interactions between investors and founders are
promoted, without the traditional mediation that often characterises the Venture
Capital world. The H20 platform, which is currently being launched, is the beating
heart of this initiative, with the aim of attracting qualified deal flow and building

valuable relationships between the various players in the sector.

The main interviewee is a representative of Lambda, who has a long track record in
the field of investment and consulting for startups. With a career spanning more than
a decade, he has worked with numerous startups, helping them develop their business
models and raise funds. His vision is to democratise access to capital and resources for
founders, creating an environment where innovative ideas can thrive without

traditional barriers.

Lambda was born in a context where the startup scene in Italy was just starting to take
off, but investment and support opportunities were still limited. The need for a fund
that could not only invest, but also provide expertise and a support ecosystem,
prompted the creation of Lambda. The firm was designed to address a growing need
for access to capital and resources for startups, at a time when the market was evolving

and required a more integrated and collaborative approach.

Lambda's objectives are diverse, focusing on several key aspects that drive its mission.
One primary goal is to provide capital and expertise to help startups develop their
projects and successfully reach the market. Additionally, Lambda aims to create a
vibrant ecosystem by building a network of investors, founders, and professionals
who can collaborate, share resources, and exchange knowledge. Another crucial aspect

of their approach is the facilitation of interactions, fostering an environment where
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communication between investors and startups is direct and transparent, eliminating

intermediaries and ensuring smoother relationships.

Lambda's investment process follows a structured approach, beginning with the
careful selection of startups. The fund thoroughly analyses a large number of projects
to identify those with the highest potential. Over the past five years, Lambda has
reviewed nearly two thousand startups, ultimately choosing to invest in just five. Once
a startup is selected, Lambda provides ongoing support in areas such as business
model development, product design, and fundraising. This assistance includes not
only financial backing but also training and skills transfer, addressing the common
gaps in expertise that many founders face. After the investment is made, Lambda
continues to monitor the performance of startups, offering strategic and operational

support to ensure they grow sustainably.

The results achieved by Lambda to date are promising. With a growing portfolio of
startups and an innovative approach to investing, the fund has proven to be able to
attract the attention of investors and founders. The creation of the H20 platform is a
significant step towards building a supportive ecosystem for startups, with the goal of

reaching at least 500 startups in its deal flow.

The startup landscape in Italy is experiencing a moment of transformation. Although
there are still challenges ahead, such as the need for greater access to capital and a
more robust support ecosystem, initiatives such as Lambda and the H20 platform are
a step in the right direction. Creating an environment in which startups can thrive,
supported by experienced investors and professionals, is crucial for the future of

innovation in Italy.

3.5.13. Mi

The company in question is a major player in the startup and innovation consultancy
sector, specialising in assisting entrepreneurial projects seeking access to public and

private funding. With more than a decade of experience, the company has established
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itself as a leader in its field, offering support to startups in the development phase and
to small and medium-sized enterprises (SMEs) wishing to innovate and grow. The
company's mission is to facilitate the market entry of innovative technologies by
helping clients prepare solid business plans and participate in European and US

funding calls.

The company is characterised by its integrated approach, combining technical and
commercial expertise. The team consists of experienced venture engineers and
consultants who work closely with clients to understand their needs and develop
customised strategies. The company not only provides advice, but also actively
engages in the process of scouting for new ideas and opportunities, working with
accelerators, incubators and research centres to expand its network and identify

promising potential startups.

The interviewee is a professional with a solid background in consulting and
innovation. He has held key roles within the company, contributing to the creation
and management of startup projects. His experience extends from evaluating
emerging technologies to managing business plans and participating in funding calls.
The interviewee has an in-depth knowledge of the European funding programme and

market dynamics, making him an expert in his field.

The firm was established in response to the growing demand for support for startups
and SMEs seeking access to finance for innovative projects. With increased
competition in the global marketplace and the need for continuous innovation, many
companies faced significant challenges in finding financial resources. The company
was therefore created to fill this gap, providing strategic and financial support to

projects that have the potential to generate significant impact in their sector.

The company recognised that, in addition to consultancy, there was a need to create

an investment vehicle that could directly support startups in the startup and
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development phase. This led to the creation of a fund that not only provides capital,

but also offers expertise and resources to ensure the success of the funded startups.

The fund has a multifaceted mission, with a primary focus on three core objectives.
First, it seeks to foster innovation by financing cutting-edge projects that have the
potential to drive significant advancements across various industries, thereby
contributing to both economic growth and job creation. Another key goal is the
development of startups, ensuring they not only enter the market but also grow
sustainably over the long term. This is achieved through the provision of resources,
expertise, and networks that support their progression. Finally, the fund is committed
to generating a return on investment for its backers, which necessitates a rigorous

selection process and ongoing monitoring of the performance of the funded startups.

The process of investing in and establishing a startup within the fund is a well-defined
journey. It begins with the identification of promising startups and innovative projects,
a task carried out through a combination of active scouting and collaborations with
accelerators and incubators. The scouting team carefully evaluates these ideas,
selecting those with the most potential. Once a project has been chosen, it undergoes a
comprehensive evaluation, including an analysis of its business model, technology,
market potential, and the strength of its team. This stage, known as due diligence, is
essential to ensuring that the startup has a solid foundation and a high likelihood of

success.

Following this assessment, the fund works closely with entrepreneurs to develop a
robust business plan, a critical tool for securing investment and outlining the startup’s
path to growth. Once the plan is in place, the fund provides the necessary capital to
launch and scale the startup, which may come in the form of grants, equity
investments, or loans. The relationship doesn't end with funding; the fund continues
to monitor the startup’s performance and offers strategic guidance to help navigate

challenges and ensure long-term success. Through this combination of financial
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backing and ongoing support, the fund is able to foster innovation while delivering

value to both startups and investors alike.

The interviewee offers an in-depth reflection on the startup landscape in Italy,
highlighting several factors that contribute to a perceived lag behind other European
realities. He emphasises how entrepreneurial culture in Italy is influenced by a greater
propensity for risk associated with public employment, which is seen as a guarantee
of stability. He also highlights the importance of interaction between universities and
companies, noting that in other regions, such as ETH Zurich, there are more
established and active collaboration networks. This lack of networking and support
between the academic and business worlds in Italy could limit the opportunities for
innovation and growth for startups, making greater integration and cultural change

necessary to stimulate entrepreneurship and Venture Capital in the country.

3.5.14. Ni

Ni is a boutique consulting firm specializing in Corporate Venturing, headquartered
in Italy. The company is dedicated to supporting businesses in defining and
implementing Corporate Venturing strategies, working closely with the research and
development (R&D) departments of client companies. The interviewee is an expert in
the field and plays a key role in leading Corporate Venturing strategies, thanks to his
multiple years” experience. With a dedicated team, Ni aims to help companies navigate

the complex landscape of innovation and startup investments.

Ni began operating with a focus on Corporate Venturing to address the growing need
for companies to innovate and adapt to a rapidly evolving market. The company was
founded with the goal of providing strategic consulting to companies looking to invest
in startups or collaborate with them to develop new technologies and solutions. Ni'
approach is based on creating customized programs that meet the specific needs of

companies, helping them define clear objectives, budgets, and collaboration strategies.
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The main goal is to support industrial innovation, enabling companies to better

position themselves for the future, always having a look at the financial return.

This approach allows companies to share resources and expertise, creating synergies
that can accelerate startup growth. Interactions between companies and startups are
structured to ensure effective support, with regular reports and scheduled meetings
to monitor progress. Additionally, Ni uses a system to balance investment
opportunities, which allows for filtering ideas and selecting the most promising ones
for further discussion with internal experts. Once an idea is approved, it is presented
to an internal sponsor, who may be a senior executive, to evaluate the possibility of
committing resources and launching a lab to test a proof of concept (POC). This
process is crucial to ensure that initiatives are aligned with the company's strategic

objectives.

The results achieved through Corporate Venturing are generally beneficial to both
parties involved. Companies benefit from a new mindset, fresh energy, and access to
innovative technologies, while startups receive funding, specialized consulting, and
access to a privileged network. This collaboration model not only promotes innovation
but also contributes to creating an ecosystem where companies can quickly adapt to

new market challenges.

3.5.15. Csi

Csi is an innovative Venture Builder that aims to support large corporates in the
process of innovation and development of new business ideas. Csi's mission is to
facilitate the creation of startups that can be integrated into the corporate fabric of
corporations, thus contributing to long-term and sustainable growth. Through a
structured and methodological approach, the company identifies market
opportunities, develops business models and accompanies startups from the

conception phase to market launch.
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Csi stands out for its ability to work closely with corporations, understanding their
specific needs and helping them explore innovations outside their core business. This
approach enables companies to remain competitive in an ever-changing marketplace

by taking advantage of emerging ideas and technologies.

The main interviewee is an expert in corporate Venture Building, with a significant
background in innovation and strategic consulting. He has worked in several
companies of international relevance, dealing with innovation projects and startup
development. His experience gives him a clear insight into market dynamics and the
challenges that corporations face in the innovation process. During the interview, he

shared his insights into how Csi works and the value it brings to partner companies.

Csi was born in response to the growing need for companies to innovate and adapt to
a rapidly changing market environment. With increasing digitisation and
globalisation, many corporations realised that they could no longer rely solely on their
internal resources to develop new ideas outside their core business. Therefore, Csi was
founded to fill this gap, offering strategic and operational support to companies

wishing to explore new business opportunities.

The Venture Builder was created with the aim of providing a favourable environment
for startups to flourish by facilitating access to the resources, expertise and network
necessary for success. The vision behind the creation of Csi is to foster an innovation
ecosystem that can benefit both corporations and startups, creating synergies and

opportunities for mutual growth.

The objectives of Csi have a primary focus on three core areas: fostering innovation,
driving sustainability, and encouraging collaboration. Csi supports corporations in
their innovation process, helping them identify and develop new business ideas that
can be seamlessly integrated into their existing business models. In addition, Csi aims
to create economically viable startups that generate long-term value, thereby

contributing to the growth of corporate partners. Collaboration is another key priority,
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as Csi seeks to foster environments where corporations and startups can share and

jointly develop ideas.

The process of investing in and establishing startups at Csi is well-structured,
beginning with a thorough market analysis and assessment of corporate partners'
needs to identify areas of opportunity for innovation. Once these opportunities are
recognized, Csi collaborates with corporate teams to generate new business ideas
through various creative methods, such as workshops and innovation contests. These
ideas are then developed into sustainable business models, often involving prototype

creation and market testing to ensure their viability.

Once a business model is validated, Csi moves forward with the formal establishment
of the startup. This phase includes legal registration, defining the organizational
structure, and assembling a dedicated team. Following the startup's incorporation, Csi
continues to offer support through resources, mentorship, and access to networks,

ensuring the business can scale effectively and reach the market.

As with any entrepreneurial endeavour, corporate Venture Building presents its own
risks and costs. Startups may struggle to find a market for their products or services,
face challenges in translating innovative ideas into commercial success, or incur
significant costs related to legal, marketing, and product development. Despite these
challenges, Csi's structured process aims to mitigate risks and drive success through

careful planning and ongoing support.

Csi has achieved significant results in its journey. Several startups have been created
and successfully integrated into corporate partners, generating value and contributing
to their growth. Examples of successful startups include projects in technology, health
and financial services. These startups not only demonstrated market potential, but also

helped to strengthen the position of corporations in their sector.

In a context where Italian startups are gaining more and more international attention,

it is crucial that corporations recognise the importance of investing in innovation. Csi
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demonstrates that, through a structured and collaborative approach, it is possible to

create an innovation ecosystem that benefits both corporations and startups.
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4 Results/ Findings

The previous chapter detailed the methodology used in crafting this thesis and
addressing the research questions. Specifically, the literature review revealed that
while there is some existing research on Corporate Venturing, there is a gap in
understanding how these practices are implemented within organizations, their
processes and their impacts. This gap led to the formulation of the first research

questions. To address these questions, a multi-case study analysis was conducted.

Discussions with experts in the fields of CVC and VB highlighted numerous examples
of these Open Innovation models, including instances where both are implemented
together. However, the literature lacks a comprehensive description of these models.
By engaging with companies that have adapted their structures to incorporate these
Open Innovation strategies, this study highlights that some practices are standardized

and considered crucial to company strategy.

In particular, through the experience gathered in the case studies, it is possible to

answer the research questions of this thesis:

1. How do Corporate Venture Capital and Venture Building practices work and

how do they differ from existing literature?

2. What decision making pathways lead companies to choose between Corporate
Venture Capital and Venture Building when pursuing specific innovation

goals?

The literature review attempted to answer these questions, but the case studies
revealed discrepancies. Therefore, it was decided to compare CVC and VB practices

across five key dimensions:
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- Initial Objective

- Resources Involved

- Decision Making Rapidity and Pathway
- Time horizon

- Outcomes

Each dimension will be discussed in detail to compare the theoretical models from the
literature with practical implementations observed in the case studies. This
comparison aims to bridge the gap between theory and practice, resulting in a more
practical model that reflects real-world applications. To further highlight the
differences and similarities, a table is present at the end of every section summarizing
the concepts expressed in form of text in the paragraph. The tables are filled with
quotes taken directly from literature and interviews which encompass the concept in

one sentence.

4.1. Initial Objective

4.1.1. Corporate Venture Capital Objectives

Corporate Venture Capital funds are often aligned with the strategic goals of the
parent company, leveraging investments to foster innovation and competitive
advantage. This is consistent with existing literature which emphasizes the strategic
alignment and the integration of new technologies and business models into the parent
company (Maula, 2001; Chesbrough, 2002). For example, Alpha’s CVC activities aim
to enhance their industrial innovation capabilities by engaging with startups that can
introduce new technologies and streamline banking operations, reflecting
Chesbrough's (2002) emphasis on leveraging external innovation to boost internal
capabilities. As the responsible of the fund stated “What is the mantra? Creating the

conditions for innovation to happen in the company. One of the tools is precisely Corporate



4| Results / Findings 117

Venture Capital”. Similarly, Beta's CVC fund aims to cultivate synergies with promising
ventures, prioritizing strategic growth over immediate financial returns, which aligns
with the broader literature on strategic CVC investments (Keil, 2000). Contrary to the
traditional literature that places a strong emphasis on financial returns as a primary
objective of CVC (Gompers & Lerner, 2000), the interviews reveal a different focus
among some Italian companies. Alpha and Beta are two examples and even Gamma’s
CVC fund similarly underscores strategic growth by empowering startups and
fostering innovation, with financial returns considered a secondary benefit: “we are a
strategic investor our goal is not to generate a financial return, yes of course we would like to,
but for us it is important to create synergies”. These approaches diverge from the findings
of Dushnitsky and Lenox (2005), who highlight financial performance as a critical

measure of success for CVC units.

4.1.2. Venture Building Objectives

Literature describes Corporate Venture Building as a phenomenon which aims to
create new ventures in a factory-like manner, the venture created will then be a
subsidiary of the parent company (Kullik et al., 2018). This definition aligns with the
information emerged in the interviews, for Zeta “corporate Venture Building is a company
that creates an internal function that is perhaps an internal company, therefore under the hat
of the parent company or an internal function, as in the case of Zeta, that creates new
ventures”. The objectives of this approach can be multiple but mostly they are strategic:
“objectives of today’s energy companies to make an impact in terms of sustainability” stated
an interviewee about one of the goals of Venture Building. The reason they implement
this approach relies on the fact that large corporates possess an high stake of
capabilities which sometimes produces ideas which can have an impact if converted
into business, in fact Epsilon created its own CVB to leverage its unexpressed potential:
“we do open innovation to exploit internal technologies and ideas”. Even lota aims to

transform promising ideas into sustainable companies by leveraging a
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multidisciplinary team both with a technical and business background. Their job is
essential for the startup ecosystem, because “the objective is to convert ideas into
companies that would not have seen light without our business capabilities”, in fact they work
with very early-stage technologies which without substantial help in finding funds
and managing them would not become businesses. Theta also focuses on promoting
innovation, facilitating collaboration between corporations and startups, and
supporting the entire venture creation process from idea validation to market launch,

reflecting the hands-on, integrated approach emphasized by Clarysse et al. (2011).

While the literature on Venture Building emphasizes a holistic and integrated
approach to developing new ventures (Blank, 2013; Ries, 2011), the declared objectives
are sometimes different, or are more detailed, going beyond the simple strategic and
financial distinction (Weiblen & Chesbrough, 2015). For instance, Cappa emphasizes
creating an innovation-friendly ecosystem where startups can succeed through
collaboration and resource sharing, but also highlights a focus on territorial value and
sustainable growth, which may not always be explicitly emphasized in the broader
literature. This approach, while comprehensive, places additional emphasis on
regional impact and long-term sustainability, potentially extending beyond the typical

objectives highlighted in existing VB studies.

Literature Practice

“Apart from increasing the
“to help startups and to
financial returns, CVC
help industrial innovation
CVvC units are expected to
(of the company) evolve
deliver strategic value”
faster” (Alpha)
(Gutmann et al., 2023)

“company builders focus | “the objective of a Venture
VB

on rapidly launching and Building vehicle is to
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growing new ventures as
tull subsidiaries of the
parenting company”

(Kullik et al., 2018)

identify an opportunity
that can be external or
internal... you don't just

want to put capital into it,

we have skills that can

build business models”

(Epsilon)

Table 9: Comparison of the Objectives of CVC and VB with quotes from literature and interviews

4.2. Resources Involved

4.2.1. Corporate Venture Capital Resources Involved

Corporate Venture Capital typically involves leveraging existing corporate resources
and infrastructure to support startups, requiring relatively lower resource
commitments compared to other innovation models. The literature emphasizes that
CVC units often utilize the parent company’s financial resources, industry expertise,
and operational capabilities to provide strategic support to startups (Dushnitsky &
Lenox, 2006). For instance, Beta leverages its financial power and industry expertise to
help startups optimize their workflows and scale their operations efficiently, aligning
with Chesbrough's (2002) insights on leveraging corporate resources for innovation.
Similarly, Delta uses its industrial resources and engineering expertise to support
innovative startups, ensuring they align with the company's strategic goals. Often the
parent company supports the venture with dedicated human resources who commit
part of their working hours following the startup in its development. If needed the
parent company can play an active role within the company, as the CVC investor said
“It may be the time to collect a new round or experiment new products, so we also act actively

and try to form contacts”.
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While traditional literature suggests that CVC requires lower resource commitments,
interviews reveal that some companies invest significantly in their CVC initiatives to
ensure alignment with strategic goals. Alpha, for example, dedicates substantial
financial and human resources to foster industrial innovation within its banking
operations. In the interview the Innovation manager said: “Our budget is open”,
underlying that they are investing substantial resources in this tool. This approach
diverges from the conventional view that CVC primarily involves minimal resource
allocation (Gompers & Lerner, 2000), indicating a trend towards more resource-

intensive CVC practices among some Italian firms.

4.2.2. Venture Building Resources Involved

Venture Building involves extensive resource commitments, including dedicated
teams, significant financial investments, and the leveraging of corporate assets and
expertise. This model requires a comprehensive approach, integrating various
resources to support the creation and scale-up of new ventures. For instance, Iota
assembles a multidisciplinary team of experts in engineering, life sciences, business,
and marketing to transform promising ideas into sustainable companies, reflecting the
comprehensive resource allocation emphasized in the literature (Kohler, 2016; de
Alvarenga, Junior, & Zeny, 2019). Lopez Sela (2022) notes that Corporate Venture
Building (CVB) relies on the corporation’s resources and expertise to drive innovation
rapidly, leveraging corporate assets to support new ventures, which has a practical
correspondence in the cases of Zeta and Epsilon. “The resources you use are much more
amplified because you leverage the infrastructure you are going to test on by leveraging internal
vertical expertise” said the Corporate Innovation & Venture Building responsible of
Zeta, highlighting how expanded and comprehensive are the resources the parent

company allocates to a Venture Building initiative.

Menezes (2018) also highlights the strategic use of corporate resources to create

innovative solutions, suggesting that the specific resource allocation can vary
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depending on the strategic objectives of the Venture Builder. Theta and Csi support
this theory, in fact they allocate resources according to the need of each corporate. In
general “internal corporate stakeholders are always involved also for the sake of being aligned
with what is happening” according to Theta. Regarding the resource allocation for
strategic objectives, they can vary a lot. For example Epsilon lends skill and resources
depending on the final goal of the venture: “we have skills to work alongside you to build
business models, for more in-depth market analysis, to help you define the organisational
structure, the go-to-market strategy, for a commercial strategy. So with these skills you have
the opportunity to lend resources, what are called in-residence figures, which can be the

entrepreneur or other figures that support the startup, lending skills” .

While the literature highlights the need for extensive resource commitments in VB,
some case studies reveal variations in the types and levels of resources allocated. This
approach may involve different types of resources compared to other VB models that

primarily focus on financial and human resources.

Literature Practice

“I need a sponsor. What
is a sponsor in Alpha?

He is a business
“There is even the transfer
stakeholder, so home C
of human capital to outside
level, so one of our
CcvC the organization” (Gutmann
captive companies, a
et al., 2023)
general manager

basically... the sponsor
commits people”

(Alpha)
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“Venture Builders can be an

especially effective model in
“you go and commit both
building specialized assets
internal resources and
VB and leveraging existing
financial resources to a
resources and capabilities”
long-term project” (Eta)
(Kohler and Baumann 2017)

Table 10: Comparison of the Resources Involved of CVC and VB with quotes from literature and interviews

4.3. Decision Making Rapidity and Pathway

4.3.1. Corporate Venture Capital Decision Making Rapidity and Pathway

Corporate Venture Capital typically involves a quicker decision making process
focused on financial metrics and strategic fit. The decision making pathway in CVCis
driven by the need to rapidly assess and act on investment opportunities to capitalize
on market dynamics. The literature emphasizes that CVC investments are evaluated
based on their potential for financial returns and strategic alignment with the parent
company's goals (Hellmann, 2002). Beta’s CVC unit follows a structured process that
includes rapid due diligence and financial analysis to make timely investment
decisions, “usually this phase lasts between 6 and 8 months”. Similarly, Delta CVC
activities are designed to quickly integrate new technologies and business models that
align with their industrial operations, reflecting the efficient decision making process
highlighted in the literature (Gompers & Lerner, 2000). Then it was observed that the
parent company can act in two ways regarding the influence they can have on the
venture: either they rely on a third party who allocates the investments and manages
the portfolio of startup they invested in or either they have the full control in the
venture and they have an executive role inside it. This depends on the ownership they

have and on the strategic relevance of the venture, compromises between these two
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ways of operating are admitted. The Zeta’s CVC works in the first manner we
mentioned, “my team works in secondment in the fund. So we really work actively with them
and so let’s say it's a bit of an exchange. In the sense that we bring info to them, they bring info
to us” the Investor said, meaning that they collaborate more with the third party who
invests in startups rather than with the startups themselves. On the other hand Delta
has another approach: “we re on the board of the company so decisions have to be made and
so let’s say it’s not just an influence in fact also an executive role in all other cases we try to
give advice we give our opinion on what’s going on and we try to help them in achieving their
goals and maximising let's say the possibility of this startup being successful but it’s not that
we try to distort them”. Literature studies these two approaches and in particular
Gutmann (2019) discriminates the level of investment intermediation between direct
and indirect investments. The distinct features of the two investment approaches, as
discussed by Markham et al. (2005), suggest that direct investments are favoured when
pursuing strategically significant goals, while indirect investments are more
appropriate when financial objectives are the primary focus. This is slightly
contradicted by the Zeta example, in which the fund has a strategic focus as primary

objective rather than a financial one.

4.3.2. Venture Building Decision Making Rapidity and Pathway

Venture Building involves a more iterative and exploratory decision making pathway,
focusing on strategic development and long-term growth. The literature underscores
that new ventures require continuous feedback loops, frequent testing, and iterative
improvements to refine and scale ventures (Ries, 2011; Blank, 2013). For instance, Iota
follows an iterative process where decisions are revisited and refined based on
ongoing feedback and market validation, ensuring that ventures align with their

business plans.

Lopez Sela (2022) highlights that decision making in Corporate Venture Building

(CVB) is guided by strategic priorities and long-term objectives, involving extensive
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planning and resource allocation to support the development of new ventures.
Rampazzo (2020) also notes that the decision making process in VB requires patience
and persistence, with an emphasis on strategic alignment and iterative development.
Zeta is the perfect example as in their process to create ventures a key dimension is the
time to decide to stop and abandon an idea of venture to start a new one. In particular
they have a deadline of few months to decide if the venture project will move forward.
This allows a much faster decision cycle with just the best ventures coming out of the
program: “99% of startups fail, in corporate Venture Building less so, but that is what we
expect. We aim to finish the process as soon as possible so that we can then start again with the
next initiative” (extracted from Zeta interview). Even Ni confirms the importance of a
quick decision making pathway to make Venture Building initiatives succeed, as
suggested by its founder “if they can set these kinds of timing rules and also kill projects
quickly, the better the departments could function”. In addition the presence of a corporate
backing up the initiative accelerates the validation phase and in general the decision
making leveraging its internal expertise. In fact the Founding Partner of Eta verified
from his experience that “we can get a validation in a fortnight at most of something that

would take three months in the market without a corporate behind it”.

While the literature emphasizes an iterative and strategic approach, some VB
initiatives may vary in their decision making processes based on specific
organizational needs and market conditions. For example, Iota and Mi integrates both
strategic and operational criteria in its decision making pathway, balancing long-term
innovation goals with the current state of technology they are developing. Menezes
(2018) points out that the decision making process in VB can adapt to the unique
challenges and opportunities of each venture, allowing for flexibility. This is mainly
because of the uncertainty and the longer times of development of the startups they

are working with.
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Literature Practice

“Other important factors

include having
“I can say that the once
extremely flat structures and
we did best on we
short decision- making
CVvC negotiated two weeks
processes..., and calibrating
and did two weeks of
time and speed according to
due diligence” (Gamma)
the market” (Prats et al.,

2017)
“MVP and team building
over the course of no more “Approximately 9
than six months, with the months maximum, that's
v objective of checking the for the validation part.”
product-market fit” (Siota et (Theta)
al., 2020)

Table 11: Comparison of the Decision Making Rapidity and Pathway of CVC and VB with quotes from literature

and interviews

4.4. Time Horizon

4.4.1. Corporate Venture Capital Time Horizon

Corporate Venture Capital generally operates within a shorter time frame for realizing
returns. This shorter time horizon aligns with the financial and strategic goals of the
parent company, allowing for rapid assessment and integration of new technologies
and business models (Gompers & Lerner, 2000). For example, Beta and Delta aim to
achieve significant milestones and returns within a few years, reflecting the
established theoretical framework that CVC investments are designed to yield quick

strategic and financial benefits. The Climate Tech Investor of Delta stated: “no time
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horizon has been defined although we have self-imposed it somewhat between 4 and 6 years, it
is a strategic fund so the primary objective is to develop business opportunities from the
investments we make”, confirming the time horizon proposed by the literature. Zeta’s
CVC initiatives also follow a similar timeline, focusing on achieving tangible results
and strategic benefits within a relatively short period to support their sustainability
objectives. Despite the typical short-term focus of CVC, some companies demonstrate
a more extended commitment to their investments. Gamma, for instance, emphasizes
long-term industrial innovation and strategic growth over immediate financial
returns, indicating a willingness to maintain investments even after several years of
portfolio management. This is mainly due to the strategic fit of startup they acquire in
their product portfolio. This approach contrasts with traditional literature, which often
highlights the short-term nature of CVC investments (Dushnitsky & Lenox, 2006),
suggesting a shift towards longer-term strategic commitments in some CVC practices.
Alpha CVC operates without a specific timeframe to respect, but they decide at the
occurrence of special occasions such as capital raise, scale up phases or extraordinary
growth of the startup. This is due to the novelty of the fund which was established few

years ago and still wants to decide what to do with its ventures.

4.4.2. Venture Building Time Horizon

Venture Building typically involves a longer time horizon, often taking more than 5
years to develop and scale new ventures successfully. This extended timeframe is
necessary for pursuing innovation, refining business models, and achieving important
results. For instance, Iota and Mi adopt a long-term approach, supporting ventures
through multiple development cycles to ensure their success, but they work with
ventures with a Technology Readiness Level between 3 and 5, so they need years to
validate the idea. “For many projects, the initial research part can take up to years. Two,
three, four years” stated the Strategy and Partnership manager of Iota, confirming the

long-time horizon some Venture Builders have for disruptive ideas. Lopez Sela (2022)
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highlights that Corporate Venture Building involves an extended time horizon,
leveraging corporate resources to build new ventures that can survive market changes
and disruptions over the long term. Similarly, Rampazzo (2020) notes that Venture
Builders must be patient and persistent, as creating sustainable ventures often requires

several years of continuous support and iteration.

While the literature emphasizes a long-term perspective, some VB initiatives may
experience variations in their time horizon based on specific strategic objectives. For
example, for Epsilon “Timing depends on the specific case to the initiative... the fundamental
starting point is related to the technology”. Menezes (2018) also points out that while the
long-term commitment is essential, the exact timeframe can vary depending on the
strategic alignment and development pace of the ventures involved. Csi and Theta, for
instance, adapt their time horizon based on the unique needs and progress of each

venture, providing flexibility while maintaining a long-term vision.

Literature Practice

“...found that the average time
between initial CVC “we expect tangible results

cvcC investment and portfolio exit in few years after the

for these 82 firms was nearly 4 | investment occurred” (Beta)

years” (Wadhwa et al., 2016)

“a long-term relationship

between the Venture Builder
“What does Epsilon want to
and THE startups is created.
do with that venture? the
VB Since building a company
strategy is seen in the long
from scratch is associated with
term in 5-10 years” (Epsilon)
high costs, Venture Builders

seek overall control over
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startups in the form of
majority stakes” (Scheuplein

and Kahl 2017).

Table 12: Comparison of the Time Horizon of CVC and VB with quotes from literature and interviews

4.5. Outcomes

4.5.1. Corporate Venture Capital Outcomes

The outcomes of Corporate Venture Capital investments typically include financial
returns, portfolio expansion, and technological advancements. CVC units often
achieve predictable outcomes such as successful exits, follow-on investments, and
acquisitions, which depend on the initial objective of the parent company
(Chesbrough, 2002; Maula, 2001). For instance, Beta’s CVC efforts have led to
successful acquisitions and partnerships that enhance their strategic capabilities and
market position. In particular their ventures are very close to their core business and
know how, so they are able to mitigate uncertainty and better predict the outcome of
the investment. “We know we can give a relevant help to startup because they operate in a
business segment which is adjacent to ours, so we are very positive about our investments”,
confirmed the Innovation consultant of Beta’s CVC, and he added that “in March 2024
we sold one of our ventures, it was not the predetermined outcome when we invested but it was
an occasion for the startup to scale-up”. So the exit can occur and it can be considered as
an outcome of the CVC process. Delta’s and Gamma’s CVC activities have resulted in
the integration of innovative technologies into their operations, demonstrating the
strategic benefits of CVC investments. Some companies show outcomes beyond the
typical financial and strategic benefits highlighted in traditional literature. For
example, Alpha’s CVC has led to significant advancements in industrial innovation

and improvements in their banking operations.
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4.5.2. Venture Building Outcomes

Venture Building typically aims for the creation of a startup which can bring
significant innovation within the corporate boundaries. The literature emphasizes that
VB outcomes include the successful creation and scaling of new ventures,
development of internal capabilities, and strategic alignment with corporate goals
(Kohler, 2016; Clarysse et al., 2011). For example, Iota has successfully launched
multiple ventures that align with their goal of supporting very early-stage
technologies, which are not even businesses yet, in creating disruption particularly in

the life science market.

Lopez Sela (2022) notes that the outcomes of Corporate Venture Building (CVB)
include the rapid development of new products and services that meet market needs
and the corporate needs, leveraging the parent company’s resources and expertise. In
fact Epsilon appointed that “Venture Building enables the wvalorisation of in-house
technological assets” which responds to a market need and creates value for the parent

company.

Regarding the predictability of the outcome, dealing with startups can be very risky,
but according to Ni “Venture Building can be derisking and can greatly reduce the risk” due
to the orientation of the venture to a market need or a company need and thanks to the
fact that the ventures are backed by a parent company radically established in the

market with significant knowledge and capabilities.

Rampazzo (2020) highlights that VB outcomes often involve the integration of
innovative solutions into the parent company’s operations, enhancing their current
offering. As in the case of Zeta where they developed an in-house venture to solve an

internal need of a company within their umbrella.
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Literature Practice

“214 portfolio companies have

gone public on various “our goal is not the exit...
exchanges around the world, then if in ten years, we do a
CVvC and more than 403 were major exit on some startup, it
acquired or participated in a will be a nice to have”
merger” (Alpha)
(Rossi et al., 2021)

“it may be that (the venture)
“Corporates could decide to reintegrates because it
either maintain it internally potentially falls within the

(incorporating it into a business | scope of the evolution of one

v unit), or to spin it off and offer | of the core businesses or there

the new venture products to the | is a partial exit strategy or

market” (Rampazzo, 2020) there is a total exit strategy”

(Epsilon)

Table 13: Comparison of the Outcomes of CVC and VB with quotes from literature and interviews

4.6. Processes compared

This section will further explore the gap between theory and practice, focusing on the
steps involved in implementing a Corporate Venture Capital investment or a Venture
Building process. Specifically, the literature review chapter on the processes of both
CVC and VB was used as a reference and compared with the information collected
from the interviews. The results are then visualised in a flowchart which evidences the
differences between the process: if the box of a phase is light red it means it is not
present in the other model, if it is in blue it means that it is present in the other model,

but in another point of the process.
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It is important to note that the literature does not define proper processes for either
CVC or VB, as these approaches are still in their early stages and lack a unique or
standardized method of implementation. What are defined as processes or
implementation steps are based on an analysis of the literature, from which the
necessary information was extracted to construct the theoretical model. For the
practical model, information on the steps was gathered during the interview phase
and compiled after the round was completed. A similarity approach was used to
identify what could be considered the most standardized processes, with exceptions
highlighted in the description. The results are divided into two subsections: one for

CVC and one for VB.

4.6.1. CVC implementation steps

The Corporate Venture Capital process in practice reveals both alignment and
deviations from the theoretical model, underscoring the dynamic nature of corporate
investment strategies. According to the literature, the CVC process typically involves
distinct phases such as deal sourcing & evaluation, investment structuring, and post-
investment management (Gompers & Lerner, 2000; Kaplan & Stromberg, 2001;
Chesbrough, 2003). However, real-world implementations illustrate which steps
companies adopt to enhance this Open Innovation strategy. For instance, almost every
company interviewed has a network which makes them aware of what are the market
opportunities at the moment, in addition, they often participate to business events or
they participate in acceleration programs where they select promising ventures. Alpha
even owns a relevant share of one of the most consolidated startup accelerators of Italy.
Market analysis and the due diligence process closely align with the literature.
However, through the interviews, this study explored further, identifying the specific
techniques companies use to evaluate startups, some are more quantitative, such as
Alpha, and others are more qualitative, looking mostly at the team composition and at

the ownership structure, such as Beta and Gamma. Here the process can be in-bound
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or out-sourced according to the resources and the time available of the parent

company.

The Investment Structuring in almost the same, once they corporate decides the
venture represents a good investment opportunity, they determine the budget to
allocate and the ownership they want to get from the venture. Usually they aim for
startups with minimum TRL 4, so they can invest from 100k€ to 1 million € for a
percentage of ownership that goes from 5% to 20%, according with what is the strategic
plan with that venture. If the venture is not considered a good investment for the
parent company, players such as Zeta, Alpha and Gamma prefer to collaborate with
them adopting a Venture Clienting approach. In this case partnership’s terms vary
from one situation to another, startups can even repay the support received from the
corporate with equity. In addition, the phase of objective alignment is not part of a real
CVC process, in fact corporates prefer to let the venture be free and think with their
own mind, they don’t want to influence their growing path or slower they decision
making process. According to the literature instead, this phase ensures that the
corporation can influence the startup's direction and secure a return on investment

(Gompers et al., 2020).

Finally, the post-investment phase in practice reflects a lighter level of engagement
and support than is often emphasized in theory. The examples from Alpha, Beta, and
Zeta reveal that while the first steps of the CVC process align with theoretical
frameworks, the execution depends on the strategic goals of the parent company, and
their participation in the venture’s activities can be limited to providing support only
when requested (Zeta) or some resources can be permanently allocated to the venture
(Alpha). Of course there are hybrid solutions where just one or more board members
can be appointed in the startup with the role of supervisors (Beta). As expressed above
in literature, this phase involves active engagement with the startup to drive growth
and achieve strategic objectives. Weiblen and Chesbrough (2015) highlight that

engaging with startups enhances corporate innovation, as CVC units provide
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operational support, market access, and strategic guidance. Kohler (2016) points out
that corporate accelerators and venture units serve as bridges between corporations

and startups, facilitating knowledge transfer and resource sharing.

The final point to address in this comparison between theory and reality is the future
trajectory of the venture. As the CVC landscape is still immature in Italy, corporates
don’t know yet what to do with their portfolio. Based on the cases examined, it can be
affirmed that there is no predetermined path for the startup; parent companies make
decisions based on the prevailing market conditions. In the case of Alpha they did an
exit because their venture was growing too fast and the only entity could support the
growth was another strategic player who acquired the startup. In the cases of Zeta and
Beta they go round by round and decide whether to follow on the investment or to be
diluted. Only in the case of Delta and Gamma there is an integration process from the
day after the investment, in fact due to their strong respectively industrial and
technological background, they want to implement the innovativeness of the venture
as soon as possible, with the possibility in the future to take over. For the literature a
critical aspect of CVC objectives is the strategic integration of the startup's innovations
into the parent corporation's operations. Chesbrough (2002) even argues that investing
solely for financial returns is undesirable, since a firm’s shareholders could make
better use of invested CVC funds if these funds were returned to them. Companies
adopting CVC through a management logic lens prioritize the strategic alignment of
investments with long-term goals, seeking to leverage external ventures for innovation

and growth opportunities (Bouncken et al., 2015).
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Figure 3: Comparison between CVC implementation steps in Theory and Practice
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4.6.2. VB implementation steps

The Venture Building process, as with the CVC process, in practice reveals both points
in common and differences from the theoretical model, highlighting the flexible nature
of venture creation strategies. According to the literature, the VB process is not yet
defined, as the approach is considered a novelty of Open Innovation, but from the
information gathered the core activities of the Venture Building model typically
include ideation, recruiting, validation, scaling, and support. These stages are
designed to systematically transform an idea into a market-ready product, starting
from concept development, market testing, and iterative prototyping (Blank, 2013).
However, real-world implementations showcase the different approaches companies

adopt to enhance this entrepreneurial strategy.

For instance, companies such as Epsilon and Csi emphasize the identification of
opportunities through a thorough market analysis and internal or external technology
reviews, aligning closely with theoretical expectations. This phase is crucial as it sets
the foundation for subsequent steps, ensuring that only the most promising
technologies and ideas are pursued. The need for pursuing a venture creation can

come from inbound problems and inefficiencies or outbound trends.

In practice, the ideation phase often involves a more collaborative and dynamic
approach than theory suggests. Zeta and Theta employ workshops, hackathons, and
brainstorming sessions to generate and evaluate ideas, fostering a more interactive
environment that encourages diverse input and innovative thinking. This practical
approach not only aligns with but also expands upon the theoretical framework by

integrating real-time feedback and diverse perspectives early in the process.

In literature instead the generation of the business idea is crucial for setting the
foundation of future startups. Company Builders typically leverage extensive market
research and industry insights to identify unmet needs and emerging trends.

According to Mocker et al. (2015), Corporate Venturing employs structured
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approaches such as design thinking and lean startup methodologies to generate viable

business ideas.

The evaluation phase, as observed in companies such as Zeta, involves a structured
incubation period where a Minimum Viable Product (MVP) is developed. This phase,
which lasts between 3 to 5 months, adds a layer of practical investigation and iterative
testing that is not always emphasized in theoretical models. This hands-on approach
ensures that ideas are not only evaluated for market potential but also tested for

feasibility.

Once this first assessment is passed the approval phase starts. Business model
development in practice often extends beyond the theoretical creation of prototypes.
For example, Cappa and Csi focus on developing sustainable business models through
continuous market testing and feedback. This iterative development process ensures
that the business models are robust and adaptable to real-world conditions providing
an extra validation of the idea where it has to gain traction to go ahead to the next
phase. Both in the evaluation and validation phase the idea can be rejected and the
process restarts from scratch. This iteration is aligned with the literature which
mentions how this model is repetitive and continuous to regularly deliver successful
results. In literature instead the business model development is defined only after the
validations phase. Clarysse et al. (2011) highlights that Venture Builders provide
strategic guidance and operational support during the scaling phase, assisting with
business development, international expansion, and the formation of strategic
partnerships. The centralized support system of Venture Builders ensures that startups
have access to the necessary resources and expertise to navigate the challenges of

scaling.

Funding is necessary and it has to be approved in both theoretical and practical
situation to build the team and properly design the venture. Contrary to the theoretical

framework, it was discovered that the startup's business plan is defined prior to the
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validation phase, and the team is not responsible for developing it, but rather for
executing it. The team composition is strongly linked to the legal structure of the
venture which defines what kind of entity it will be and who will detain the ownership.
Here multiple scenarios can happen. One could be that the venture was promoted and
developed from a sponsor within the parent company, in this case he will get part of
the equity and will be transferred to an executive position in the startup (Epsilon and
Zeta). Another is that the Venture Builder will have complete ownership of the entity
and the corporate has the call option to buy it at a certain price (Csi). Most of the time,
the corporates pay a fee to an advisor to define the optimal structure needed to achieve
the predetermined objectives (Theta, Ni, Eta). The legal structuring phase, highlighted
by Cappa, involves even defining governance rules, which is crucial for establishing
the startup's operational framework. This practical step ensures compliance and sets

clear expectations for all stakeholders, a detail glossed over in theoretical models.

The acceleration and scaling phase in practice, as seen with Zeta and Csi, involves
refining the business model and market strategy, securing additional funding, and
preparing the startup for market launch. This phase underscores the importance of
strategic guidance and resource allocation, aligning with theoretical models but
emphasizing the need for practical support and mentorship. Support is usually
defined as resources, expertise and reputation of the parent company who backs the
venture with a solid foundation. Also Gans and Stern (2003) argue that forming
strategic alliances and leveraging external resources are crucial strategies for startups
aiming to scale rapidly and effectively. This collaborative approach enhances the

startup's ability to scale and increases the likelihood of long-term success.

Finally, post-investment management in practice often reflects a higher level of
engagement and continuous support than theory may suggest. Companies such as
Epsilon and Csi continue to provide resources, mentorship, and access to networks,

ensuring that startups have the necessary support to scale and succeed. This ongoing
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involvement highlights the importance of sustained engagement to foster innovation

and growth, aligning with theoretical expectations.
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Figure 4: Comparison between VB implementation steps in Theory and Practice
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5 Discussion

In this chapter, it will be outlined the contribution of this empirical research to the
existing theory on Corporate Venturing, with a specific focus on the models known as
Corporate Venture Capital and Venture Building. Instead of examining the etymology
of these terms, the focus will be on how these two approaches differ and how they can
assist companies in achieving innovation with well-defined objectives. The second
research question this study aims to address is: What decision making pathways lead
companies to choose between Corporate Venture Capital and Venture Building when

pursuing specific innovation goals?

The current literature lacks clarity on the key characteristics of these two approaches
and does not provide a clear comparison between them. Moreover, it does not offer
guidance on how corporations should choose which Corporate Venturing strategy to
implement to achieve their desired outcomes. This study contributes to the literature
by presenting a comparative analysis of CVC and VB, combining theoretical insights
from the literature review with practical examples from multiple case studies and

interviews with industry leaders.

Focusing on this topic has been crucial, as it represents a recently emerged and less
explored tool within the Open Innovation context. The findings from this research help
present a new framework to guide companies in their decision making process when
choosing between a Corporate Venture Capital or a Venture Building strategy. Both
models have gained popularity in recent years, and this study aims to provide clarity

and direction for companies looking to innovate strategically.
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In the following paragraphs there will be presented the comparative analysis of the
two approaches, again following the main dimensions selected to evaluate the two
models: initial objective, resources involved, decision making rapidity and pathway,
time horizon and outcomes. Finally, the decisional framework of CVC and VB will be

described and it will be the main contribution of this thesis.

5.1. Comparative analysis

5.1.1. Initial objective

The objectives of Corporate Venture Capital and Venture Building, while both
fundamentally oriented towards fostering innovation, diverge in their focus and
strategic intent. CVCs, such as those operated by Alpha, Beta, Gamma and Delta are
predominantly driven by the need for strategic alignment with the parent company’s
core business, but the focus is on adjacent solution which are not yet in the
implemented in the corporate boundaries. The ventures receive financial investments
to gain competitive advantages and gives back cutting-edge technologies and
innovative business models to the parent company. This strategic focus is deeply
rooted in the literature, where scholars such as Maula (2001) and Chesbrough (2002)
have underscored the importance of CVCs in enabling parent companies to stay ahead
of industry trends through external innovation. In fact, CVC’s primary objectives are
fundamentally connected to the inflow of external knowledge, such as acquiring
insights and expertise from outside sources (Gutmann et al., 2023). This information
are then used within the corporate boundaries to innovate its operations and
sometimes expand their business scope, the objective pursued is incremental
innovation. For example, Alpha's CVC initiative enhanced its industrial innovation
capabilities, particularly in the banking sector, by engaging with startups that offer
innovative technologies and updates on the most recent industry trends. Beta, instead,

was able to elaborate an insurance product regarding the “buy now pay later” business
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model thanks to an operation of its CVC which acquired a stake of a startup focused
on that. This aligns with Chesbrough’s (2002) view that external innovation can
significantly boost internal capabilities, allowing companies to innovate from within

by incorporating new ideas and technologies that may not be developed internally.

In contrast, Venture Building models are primarily focused on the creation and growth
of new ventures starting from the internal capabilities of the corporate. The ventures
are guided through extensive support mechanisms and resource allocation, often
within a factory-like environment where new startups are built from the ground up
with the intention of becoming subsidiaries of the parent company. The objective here
is not merely to integrate external innovations but to actively create it from internal
ideas, ensuring that these new ventures are strategically aligned with the long-term
goals of the parent organization. Literature on VB, including works by Kohler (2016)
and Clarysse et al. (2011), emphasizes the holistic approach of VB, which involves
developing internal capabilities and fostering a culture of innovation that can support
sustainable growth over time. Epsilon, for example, leverages its multidisciplinary
team to transform internal and external inputs into viable businesses, to achieve

radical innovation in the long term.

While financial and strategic objectives are present in both CVC and VB models, there
are emerging objectives that extend beyond these traditional goals. Companies such
as Zeta and Epsilon, for example, have integrated sustainability as a core objective of
their VB initiatives. Delta has the same objective with its CVC, with a deepen focus on
carbon footprint and decarbonisation of its operations. Even Zeta’s CVB is specifically
oriented to creating ventures that contribute to decarbonization, reflecting a broader
corporate goal of sustainability. This adds a new common dimension to the CVC and
VB objectives, where the creation of new ventures is not only about financial returns
or strategic fit but also about meeting environmental and societal goals. The empirical

analysis can confirm this new objective only for energy companies, more research
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should be conducted to investigate if even companies outside this segment pursue

sustainability objectives with their Corporate Venturing strategies.

Moreover, Gamma’s approach introduces yet another layer to the objectives of CVC.
Gamma’s CVC activities are not only focused on strategic growth but also on
enhancing the company’s reputation, particularly in attracting young talent. By
engaging with startups—known for their young, dynamic and innovative work
environments—Gamma positions itself as an attractive employer for younger
professionals who are attracted by the entrepreneurial and innovative culture typically
associated with startups. This reputational objective highlights the role of CVC in
shaping a company’s public image and in contributing to its human capital strategy,
an aspect that is less frequently addressed in traditional literature but is increasingly
relevant in today’s competitive job market. The empirical analysis did not find
evidence that this objective is shared with Venture Building; however, further studies
should address this question. The divergence in objectives between CVC and VB
models not only reflects the different strategic roles these models play within
corporations but also underscores the evolving nature of corporate innovation
strategies. As companies continue to explore and expand their use of these models, it
becomes evident that objectives such as sustainability, reputational enhancement, and
talent acquisition are becoming integral to the decision making processes in CVC and
VB initiatives. This suggests a need for further research to better understand how these
additional objectives influence the implementation and success of CVC and VB
models, potentially redefining the way corporations approach innovation in the

future.

5.1.2. Resources Involved

The resource commitments inherent in Corporate Venture Capital and Venture
Building approaches differ significantly, not specifically on the type of resources

involved, but on the intensity of their sharing.
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With CVC, ventures typically utilise the parent corporate intangible resources —access
to their network, industry expertise and operational capabilities —to fuel their growth.
For example, Alpha’s and Delta CVC emphasizes the assignment of human resources,
dedicating specialized teams to manage and support their portfolio of startups.
Sometimes they dedicate a resource with a more technical background to the venture
to validate a process or a technology which needs an experienced opinion. Gamma
and Beta focus more on the general performances of the venture, utilizing their
business knowledge to guide the startup to success. They have a lighter interaction
than others providing support only during the crucial phases of the startup lifecycle
and letting them act in a very independent way. The lighter resource commitment is
in the case of Zeta CVC in which investments are performed indirectly through a
Venture Capital. In this case their resource commitment is limited to the financial ones
and few people overseeing the investment. Then all CVC provide substantial financial

resources in the investment phase as from the theory (Benson & Ziedonis, 2009).

On the other hand, Venture Building demand significantly more extensive resource
commitments. These initiatives require the formation of dedicated multidisciplinary
teams that bring together expertise across various domains. The financial investments
in VB are also substantial, as these ventures often involve building startups from
scratch, necessitating comprehensive support throughout the whole venture’s
lifecycle —from ideation and market validation to scaling and integration or exit. The
resources involved in VB are not just financial or human but also include the
leveraging of corporate assets, infrastructure, and intellectual property, all aimed at
creating new ventures that align with the long-term strategic goals of the parent
company. For example Epsilon builds ventures leveraging its internal know-how,

technologies and patents.

The comparative analysis reveals a clear distinction between the resource strategies of
CVC and VB models. CVC, by leveraging existing corporate resources, often achieves

its strategic objectives with relatively lower resource commitments. This approach
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allows companies such as Beta, Gamma and Zeta to pursue innovation while
maintaining a flexible resource allocation, focusing investments where they are most
likely to yield strategic benefits. This model is particularly advantageous for
companies looking to integrate external innovations into their core operations without

the need for significant upfront investments.

In contrast, VB demands a comprehensive and sustained allocation of resources. This
is particularly evident in the case of Corporate Venture Building (CVB), where the
initial costs of establishing the unit within corporate boundaries are significantly high.
These costs are not only financial but also involve the extensive time and effort
required to define the operating principles and frameworks that ensure the venture
aligns with the strategic objectives of the parent company. Zeta, for instance,
highlighted the importance of these initial investments, noting that the success of their
VB initiatives is closely tied to the robustness of the foundational principles established

at the beginning.

Moreover, the resource-intensive nature of VB models underscores the importance of
strategic alignment from the very beginning. Unlike CVC, where the resource
commitment can be more flexible and contingent on specific opportunities, VB
requires a more deliberate and structured approach. This approach ensures that the
new ventures are not only aligned with the company’s long-term goals but are also
equipped with the necessary resources to navigate the complex process of growth and

market integration.

5.1.3. Decision Making pathway

The decision making pathways in CVC and VB approaches presents some differences.
CVCs, such as those operated by Beta, Delta and Gamma, prioritize quick decision
making processes designed to rapidly assess and act on market opportunities. These
processes typically involve finalizing investment decisions within a time frame of 2 to

6 months, allowing these companies to capitalize on emerging trends and innovations
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quickly. This emphasis on speed is consistent with theoretical frameworks that
underscore the critical importance of rapid financial evaluation in CVC investments
(Gompers & Lerner, 2000). The ability to make quick, decisive moves enables CVCs to
maintain a competitive edge in dynamic markets, where the timely acquisition of

external innovations can significantly impact a company's strategic positioning.

In contrast, Venture Building models, exemplified by organizations such as Iota and
Mi, adopt a more iterative and exploratory decision making pathway. This approach
is centred on long-term growth, with a focus on continuous feedback, refinement, and
iterative improvement. The decision making process in VB is flexible, allowing
companies to revisit and adjust their strategies based on ongoing insights and market
validation. Theta, for example, demonstrates the importance of this flexibility, as their
decision making framework balances long-term strategic objectives with the
immediate demands of the market. This balance ensures that the ventures they
cultivate are not only aligned with the company's overarching goals but are also

responsive to evolving market conditions.

However, some VB initiatives, such as those led by Epsilon, Zeta and Csi, incorporate
elements of rapid decision making within their broader strategic frameworks. These
companies recognize the value of evaluating multiple alternatives quickly to ensure a
steady output of successful ventures. By maintaining a fast-paced decision making
cycle, they aim to identify and develop high-potential ventures with greater frequency
and consistency and to discard low value adding initiatives as quickly as possible

avoiding time wastes.

The comparative analysis of these two models highlights some differences in their
decision making pathways. CVC models are characterized by their prioritization of
speed, which enables them to seize market opportunities swiftly and efficiently. The
decision making process is typically streamlined, with an investment committee

evaluating each alternative, ensuring that answer is either a go or a no go. On the other
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hand, VB models require a more detailed and strategic approach to decision making.
The iterative nature of VB means that decisions are not made in isolation but are part
of an ongoing process of development and refinement. This approach is particularly
important in environments where innovation is driven by long-term goals and where
the success of a venture depends on its ability to evolve and adapt over time. The
decision making process in VB is therefore less about speed and more about ensuring

that each decision contributes to the long-term viability and success of the venture.

5.1.4. Time horizon

The time horizons of Corporate Venture Capital and Venture Building models have
some differences, but they are both considered long term approaches (Wadhwa et al.,
2016; Rossi et al., 2016; Scheuplein and Kahl 2017; Menezes, 2018). CVCs, such as those
operated by Beta, Gamma and Delta, are generally designed to achieve quicker
returns, typically within a 3 to 7 year period. This time frame aligns closely with the
financial and strategic objectives of the parent company, enabling a realization of
benefits in a medium-long horizon, whether through successful exits, strategic
acquisitions, or in a short-term horizon with the rapid integration of innovative
technologies into existing operations. Companies such as Zeta and Alpha also
exemplify CVC models with medium-term goals, where the emphasis is on achieving
both strategic and sustainable impacts within a few years. These companies leverage
CVC to drive immediate advancements that can be quickly reflected in the parent

company’s market position and operational capabilities.

Venture Building models, such as those employed by companies such as Csi, Ni and
Theta further illustrate the flexible and adaptive nature of the time horizons in VB
models. These organizations highlight the importance of tailoring the time horizon to
the specific needs and characteristics of each venture. For example, some ventures may
require an extended development period due to the complexity of the technology or

the need for market readiness, while others may achieve milestones more quickly but
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still need a sustained commitment to ensure long-term success. This flexibility is a
distinctive of VB models, reflecting the understanding that innovation often does not

stick to a strict timeline but rather evolves organically over time.

Iota and Mi adopt a significantly longer-term perspective. These models often require
a commitment of 7 to 10 years or more to successfully develop and scale new ventures,
ensuring they achieve sustainable growth and can disrupt the market. The extended
time horizon is essential in VB because the process involves not only the creation of
new ventures but also their development and eventual integration into the broader
corporate strategy, as in the cases of Zeta and Epsilon. The long-term commitment
allows VB initiatives to foster a culture of continuous innovation, where ventures are

given the time and resources needed to iterate, adapt, and ultimately succeed.

The comparative analysis of these two models reveals a fundamental distinction in
how time horizons are approached. CVC models are characterized by their focus even
on shorter-term returns, which are closely tied to the rapid realization industrial
synergies. The focus on short-term returns is not considered in the Venture Building
approach which looks only at a longer time horizon that goes beyond the immediate
pursuit of technology integration. The extended time horizon inherent in VB is crucial
for fostering of radical innovation, ensuring that new ventures can contribute
meaningfully to the parent company’s long-term strategic goals. By adopting a longer-
term perspective, VB initiatives are able to cultivate a pipeline of innovation that
continuously feeds into the broader corporate strategy, supporting continuous

innovation in the face of changing market conditions.

Ultimately, while CVC models are well-suited for achieving rapid strategic and
financial outcomes within a defined time frame, VB models require a more patient and
sustained approach. The long-term commitment of VB is essential for supporting the
complex process of venture creation and development, ensuring that new ventures

have the time and resources necessary to grow, evolve, and succeed. This distinction
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highlights the different roles that CVC and VB play in Corporate Venturing strategies,
with each model offering unique advantages depending on the company’s specific

goals and time horizon requirements.

5.1.5. Outcomes

The outcomes of Corporate Venture Capital and Venture Building approaches differ
in some points, reflecting the distinct objectives of each one. CVCs, such as those
managed by Gamma and Delta, typically lead to predictable outcomes since the
investment is targeted to ventures possessing a technology or product directly
implementable in the parent company offer. These outcomes are largely driven by the
Technology Readiness Level (TRL) of the startups in which they invest, which often
operate at a higher TRL than in the case of Venture Building, indicating a more mature
stage of technological development. This higher TRL, combined with the expertise of
the parent companies in guiding early-stage ventures, helps to mitigate the inherent
risks associated with such investments. The relatively lower risk profile and the
emphasis on strategic alignment make CVC a powerful tool for achieving rapid

financial gains while also enhancing the parent company's competitive edge.

In contrast, Venture Building models are designed to create new companies that
typically operate at a lower level of the TRL scale, meaning these ventures are often at
the early stages of development with a more uncertain and unpredictable future. The
extended time horizon required for VB reflects the significant time and resources
needed to support these ventures, develop their business models, and scale them to a
point where they can make a meaningful impact. The derisking happens even in the
VB approach if implemented correctly, according to Ni, in fact only the best initiatives
are selected to become ventures after the validation phase, and being backed-up by a

large company, as in the case of Zeta and Epsilon, the go to market strategy is safer.

Both CVC and VB models illustrate a broad range of possible venture outcomes,

including exits, follow-on investments, spinouts, spin-ins, or, in some cases, the
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unfortunate bankruptcy of the startup. The comparative analysis reveals a key
distinction: while CVC models prioritize achieving returns with a relatively lower risk
profile due to the traction the startup already has, VB models are geared towards

fostering long-term, and sometimes disruptive, innovation.

The table below summarises the result of the comparison between CVC and VB
according to what emerged in the interviews. This graphical representation is intended
to be seen with the one in the Methodology section where the two approaches are
compared only using information found in the literature. By examining these two
tables together, a comprehensive evaluation of the Corporate Venturing approaches
can be derived, highlighting the differences between literature and reality as explained
in this chapter. This analysis concludes the response to the first research question,
addressing the need to update the understanding of CVC and VB within the Italian
context. In the next section, the information collected thus far will be used to address
the second research question: “What decision making pathways lead companies to
choose between Corporate Venture Capital and Venture Building when pursuing

specific innovation goals?”.

CvC VB

Strategic objectives aligned Creation of innovations

with core business, financial | for long-term growth and
Initial Objective
return is secondary (Alpha, radical innovation

Beta, Gamma, Delta) (Epsilon, Zeta)

Light resource commitment,
Extensive
mainly intangible (network,
multidisciplinary teams,
Resources Involved expertise), with financial
corporate assets, and
backing (Alpha, Gamma,
significant financial
Beta, Delta)
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investments (Epsilon,
Zeta)
Quick decisions (2-6 Iterative decision making
months) focused on with ongoing feedback,
Decision Making financial evaluation and refining based on market
strategic fit (Beta, Delta, needs (Theta, Zeta,
Gamma) Epsilon)
Medium-term returns (3-7 Long-term commitment
years) with fast integration (7-10 years or more) for
Time Horizon
of external innovations venture scaling (Iota, Mi,
(Beta, Gamma, Delta) Epsilon, Zeta)
Predictable outcomes High uncertainty, aimed
through venture’s traction, | at fostering radical, long-
Outcomes
focused on rapid integration | term innovation (Zeta, Ni,
(Gamma, Delta) Epsilon)

Table 14: CVC and VB characteristics according to interviews results

5.2. Decisional Framework

The outcomes of this research are primarily drawn from the insights gathered through
business case studies. However, not all case studies were equally relevant across all
dimensions of our analysis. Each company interviewed provided valuable
perspectives based on their unique experiences and objectives, though they did not all
address every aspect of the research scope. For instance, the managers of Cappa, Mi,
Iota, and Lambda, who mainly collaborate with research institutions, in the case of Mi

and Iota, and entrepreneurs, in the case of Cappa and Lambda, offered less insight into
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corporate decision making processes. Consequently, while their contributions were
incredibly useful in defining market needs and understanding the dynamics and
challenges of Venture Building, they were primarily utilized in the previous sections
of this study. These interviews were instrumental in capturing how the Venture
Building model is used to create startups and who are the actors involved in this
process. However, the insights from other companies proved more central to the
development of the Decisional Framework aimed at corporates. In fact, interviews
addressed at corporates, either with a CVB or a CVC, were crucial to enter a more
strategic prospective. Especially Zeta and Epsilon were considered as main references
to build this Decisional Framework as they both used a CVC and a VB tool to do Open

Innovation.

Additionally, the latter case studies were conducted more effectively than the initial
ones, as interviewing techniques were refined and interviewees were more effectively
guided to discuss topics of interest, resulting in sharper and more precise insights on
details that were unclear in the earlier interviews. Certainly, the case studies were the
key instrument for answering the research questions of this thesis. They allowed us to
gather company experiences on themes that had been analysed purely on a theoretical
level up to this point. After analysing each organizational topic in depth based on the
feedback received from the interviews, the goal was to create a framework that could
describe which drivers are considered by companies do decide which Corporate
Venturing approach to implement in their Open Innovation strategy. The results were
formulated with a broader overview, aiming to generalize them to wider contexts. This

approach allowed us to address the second research question.

This chapter represents the core of this thesis, as it summarizes the results obtained
and tries to rework them to give an original contribution to the existing knowledge on
this topic. As discussed in the previous paragraphs, the current theory lacks guidance

on how companies should choose and implement Corporate Venturing approaches.
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5.2.1. Description

In order to describe appropriately the Decisional Framework, a graphical guide has

been developed to help the reader follow the reasoning behind this theory.

In Figure 5 you can see the graphical output of the Decisional Framework, it has to be
intended as a flow which starts from a need and arrives to an output. The starting
point is the innovation need, as mentioned before, a corporate may have some inputs
from its internal operations, to solve problems or increase efficiency, or from the
external environment, to achieve industry standards and new explore business
opportunities (Van de Vrande et al., 2009; Zahra and Hayton, 2008; McGrath et al.
2006).

The framework shows which is the best way to solve the need, so which Corporate
Venturing strategy to pursue to achieve the best results. But to arrive at the final output
it has to pass several steps, the first one are preconditions, so the essential attributes a
company must have to launch a Corporate Venturing program. Then the definition of
the objectives, the drivers of choice and the final output are the following steps to
arrive at a conclusion. This will be further described and discussed in the following

paragraphs.

Corporate Venturing Open Innovation Strategies

Strategic

Caosts

Resource Availability CVC
Carrelation with Core Business

Predictability /

Disruption

Time horizon
Control & Integration - Costs /J CvB
VB - Resource |
Advisory

Corporate -
Innovation |=—=|-
Need

Availability
- Speed

Financial

pry
Preconditions  Objectives Drivers Output

Figure 5: Decisional Framework highlighting drivers of choice for Corporate Venturing strategies
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5.2.1.1. Preconditions

While the model outlined above provides a robust basis for comparing CVC and VB
approaches, it is crucial to acknowledge the existence of essential preconditions that
influence the feasibility of Open Innovation in general (Hossain et al., 2016) and
Corporate Venturing (Gutmann, 2019). These preconditions act as foundational

elements to filter companies able to adopt all CV approaches.
Corporate Culture

Organizational culture has long been acknowledged as a key factor in achieving
success through innovation (Lazzarotti & Manzini, 2009). In general, organizational
culture is crucial for thoroughly analysing a company and serves as a fundamental
lever for managing business transformation processes. No organizational change can
occur without the consensus and involvement of employees, and a change cannot be
considered consolidated unless the innovations are embedded in new behaviours,

habits, and routines (Hall, 1993; Reed et al., 2012).

Not only literature supports the presence of Corporate Culture to bring innovation
inside companies: from the interviews collected mangers of corporations pursuing a
Corporate Venturing strategy confirmed this fact. “It is possible to do innovation within
the company, if we have assumed there is a company culture that is open to doing innovation
and always looking forward” said the Venture Strategy Director of Epsilon, underlying

the importance of having the right mentality to go through innovation.

This culture sometimes comes from the ideas of the employees with a bottom-up
direction, but sometimes it has to be imposed from the top management with a top-
down approach. Alpha was a good example of a combination of both of them, because
firstly the middle management explained to the executives how the startup
environment works and the competitive environment is evolving (“We explained to our
board of directors that investing in startups means 9 out of 10 losing money the concept of

failure”) and secondly “we started a cultural approach, it was 2019 when the innovation office
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was founded by our Chief Innovation Officer”. So, thanks to the CIO initiative, the
innovation culture expanded rapidly in all the departments of the company and the
ideas are then developed in the innovation office. Either way it is essential to involve
the relevant decision makers of the company because they guide the company and
they choose to invest in a project or not. As Zeta testifies “C-level has to be involved from
moment zero so from the approval of the first phase which is crucial for us” when they were
speaking about the launch of their Corporate Venture Builder. Finally all resources of
the company have to move to the same direction, so another essential part of the
culture is collaboration. The CVC manager of Gamma confirmed that “there must be
openness to collaboration”, speaking about the establishment of the fund, in order to

undertake changes within the company.
Internal Capabilities

Internal capabilities play a critical role as a precondition for successfully implementing
Corporate Venturing projects. The effectiveness of CVC and Venture Building
initiatives is heavily reliant on a corporation's internal resources and expertise, which
are fundamental to drive innovation. Companies that excel in the innovation process
often exhibit a strong emphasis on knowledge, a characteristic that is closely linked to
their internal capabilities (Gassman & Enkel, 2004). In the case of Epsilon and Zeta
their Corporate Venturing tool were born to exploit their knowledge, their expertise
and a consolidated position in the market. Moreover, some organizations have
recognized the potential of leveraging their resources and capabilities beyond their
traditional business models, thus creating and capturing additional value by sharing
these assets (Sandulli & Chesbrough, 2009). Alpha and Beta, for example, realised the
contribution they can give to startups operating in their industry is enormous and
would help them to capture additional value both from the return on investment and
the knowledge inflow from innovative ventures. The integration of knowledge
management and individual competencies is also essential in this context. These

competencies are seen not only as a source of indirect knowledge but also as a vital
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element for managing Open Innovation initiatives, further underscoring the
importance of robust internal capabilities as a prerequisite for successful Corporate

Venturing (Borjigen, 2015; Natalicchio, 2017).

In particular, insights from the interviews revealed that the capabilities required for
CVC include expertise in investment due diligence and portfolio management.
Venture Building, on the other hand, demands a dedicated team with skills in
identifying opportunities, validating ideas, and managing the development of new

ventures.
Financial Capabilities

Financial resources are a crucial precondition for the successful implementation of
Open Innovation projects, particularly in the context of Corporate Venturing and
Venture Building, where financial investments are high and not in the budget of all
companies. While CVC units often provide more than just financial backing, offering
tailored services to support ventures, adequate funding remains fundamental to
driving innovation and ensuring project success (Gutmann et al., 2023). “The theme of
financial resources is fundamental... so you have to be able to afford it, you have to have a
medium of size to be able to take the risk it, is above all a theme of commitment, you have to
want to do it” stated the CVC manager of Gamma, regarding Corporate Venturing
initiatives, and he added that all the company can afford is CVC for the moments, as

they do not have enough resources at the moment to do VB.

The importance of financial support is further underscored by the fact that startups
backed by CVC initiatives tend to achieve higher innovation output, demonstrating
the critical role that financing plays in these ventures (Chemmanur et al., 2014).
According to Enkel et al. (2009), financial resources can impede the progress of Open
Innovation projects, so a company who want to undertake these initiatives has to take
into account the cost of these initiatives, both for the implementation and maintenance

phase.



158 5| Discussion

Therefore, going deeper in each approach, CVC requires capital for investing in
external ventures, while VB necessitates funding for internal venture development and
operations. Without sufficient financial resources, neither CVC nor VB can be
effectively implemented, as emerged from the interviews of Zeta and Epsilon, which

invested heavily in both tools.

5.2.1.2. Objective

It is important to recognize these preconditions as necessary considerations for
corporations contemplating venturing activities. An exhaustive evaluation of these
factors alongside the framework analysis will allow companies to make well-informed
decisions about if they are able to undertake the initiative and which venturing

approach best aligns with their overall strategy and capabilities.

After determining that a company has the essential precondition to start a Corporate
Venturing process, the next step is to assess which are their main objectives. In this
case it was decided to divide them in two main categories: strategic and financial.
Strategic objectives can represent whatever defines the direction the company wants
to take, they can be about for example sustainability, brand identity and many more.
With financial objectives it is indicated the return on investment of the venturing

decision, so the mere economical return of investing in or building a startup.

Corporate Venture Capital and Venture Building are two distinct approaches ad each
with specific objectives that often fall into either financial or strategic categories, being
them Corporate Venturing tools (Gutmann, 2019). The primary focus of CVC
initiatives is typically on strategic objectives that align with the parent company's core
business, such as acquiring new technologies, fostering innovation, and gaining
competitive advantages. These ventures often involve financial investments in
startups that can provide cutting-edge technologies and innovative business models

that enhance the parent company's operations and future growth prospects. This
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strategic focus on leveraging external knowledge to drive internal innovation is well-

documented in the literature (Maula, 2001; Chesbrough, 2002).

On the other hand, VB is primarily oriented toward the creation and growth of new
ventures from within the corporation itself, leveraging its internal capabilities and
resources. The objective here is to develop new businesses that align with the
corporation's long-term strategic goals, often focusing on radical innovation that
originates from internal ideas and capabilities (Kohler 2016; Clarysse et al., 2011).
“There is more the strategic aspect than the financial one. But in essence then there is always a
dual focus”, stated the manager of Ni, highlighting the double objective of corporates

involved in a Venture Building initiative.

While both CVC and VB may pursue both financial and strategic objectives, the
literature and empirical evidence suggest that CVC is more likely to prioritize strategic
alignment and external innovation, whereas VB focuses on creating new ventures that
align with and extend the corporation’s existing capabilities. Additionally, emerging
objectives such as sustainability and reputational enhancement are becoming
increasingly important in both models, particularly within specific industries such as
energy, where sustainability is a core focus. However, these emerging objectives are
often secondary to the primary financial and strategic goals that define the traditional
frameworks of CVC and VB. This classification into financial and strategic categories,
despite the presence of other objectives, helps clarify the primary intent behind each
Corporate Venturing approach, guiding corporations in choosing the model that best

aligns with their innovation goals (Gutmann et al., 2023).

5.2.1.3. Drivers

Once the corporate's objective is defined, several critical drivers must be considered to
determine the appropriate direction for venturing. From the results of the interviews,
seven main dimensions were identified, which need to be analysed to determine the

best approach.



160 5| Discussion

The first driver is cost, representing the overall budget a company is willing to allocate
to Corporate Venturing activities. This includes not only the initial financial
investment but also the long-term commitment to funding. Several companies,
including Zeta and Beta, highlighted during the interviews that budgetary
considerations were paramount in deciding between Corporate Venture Capital and
Venture Building. The interview with Epsilon, talking about their venturing
initiatives, confirmed the importance of budget saying that “one driver is the issue of

cost”, presenting it as a problem parent companies have to deal with.

Zeta, in particular, noted that a limited budget made them more likely to adopt CVC
strategies, which can require even low investment, if the ownership they aim for is
low, compared to setting up a new venture where the parent company encounter an
high resource commitment. From a theoretical point of view, the importance of cost as
a deciding factor is well-documented (Chesbrough, 2003; Weiblen & Chesbrough,

2015), as different CV models carry varying financial commitments.

The second driver is resource availability, which encompasses the know-how and
capabilities present within the organization. This includes assessing the expertise
available internally and determining the availability of these resources in terms of time
and dedication to the project. The financial resources are not included in this driver as
they represent a precondition, as said before. Companies such as Csi and Epsilon
stressed the need to evaluate internal resources before selecting a CV strategy. The
availability of specialized knowledge and the capacity to dedicate resources to a long-
term project heavily influenced their choice of VB over CVC. Without the internal
know-how it is almost impossible to start a Venture Building activity because it would
be very costly to externalize activities, on the other hand to perform a CVC strategy a
lower amount of knowledge is needed, since it can be considered as an explorative
investment with the aim of acquiring know-how. This dimension aligns with the
literature, which underscores the necessity of organizational capabilities when

developing new ventures (Gompers & Lerner, 2001). Organizations with a strong
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internal talent pool are more likely to succeed in Venture Building, while those with

limited internal resources may prefer external partnerships through CVC.

The third dimension is the correlation with the core business, which examines how closely
the venturing project aligns with the company's existing operations. This could range
from innovations within the company’s current operational boundaries to adjacent
areas or even entirely new markets far away from the company's present activities.
Epsilon and Zeta both emphasized this driver in their decision making process. For
Epsilon, projects with a strong synergy to their core business led them to favour
Venture Building, as it allowed them to leverage existing capabilities. “The first major
driver is the ability of initiative to exploit internal technological assets to be in line with
Epsilon’s strategqy and the direction of the business”, said the interviewees of Epsilon,
affirming that for them correlation with the core business is a key driver to implement
Venture Building initiatives. Even Csi confirmed the importance of this driver,
highlighting its importance for the strategic objectives of the parent company: “All
innovation complementary to the product that the company makes. So anything that enable you
to cross-sell”. The literature supports this approach, noting that ventures more closely
aligned with a firm’s core competencies are easier to integrate and scale (Keil, 2004).
Conversely, ventures that deviate significantly from the core business may be better

managed through external partnerships, such as CVC (Chesbrough, 2003).

The fourth and fifth drivers are predictability and disruption, which collectively reflect
the company's risk tolerance. Predictability refers to the likelihood of achieving
expected outcomes based on historical data and market analysis, which translates in
the chances of success of the startup. Disruption, on the other hand, refers to the
potential for the venture to radically change part of the company's business model. A
high tolerance for risk may lead the company to pursue more disruptive ventures,
while a preference for stability may incline them toward more predictable outcomes.
Epsilon highlighted the relevance of these dimensions when they decided to

implement a Venture Building tool considering one dimension in contraposition with
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the other. These dimensions are well-supported by existing literature, where firms
with higher risk tolerance tend to pursue more disruptive innovations (Weiblen &
Chesbrough, 2015). Conversely, firms seeking stable, incremental gains may prioritize

predictability in their Corporate Venturing decisions (Napp & Minshall, 2011).

Another driver considered in the Decisional Framework is the time horizon, which
considers the period from the initial investment to the point when the corporate can
expect to see results. This could vary significantly depending on the nature of the
venture and the industry, with some projects requiring a longer-term commitment to
realise benefits. This is a very common driver of choice, mentioned in every interview,
and with a significant presence in literature as well. It is important to report it as it can
be a discrimination between Corporate Venture Capital and Venture Building, even
though both approaches are oriented on the medium/long term, results appear faster
in one than in the other. Ni affirms that “Corporate Venturing is a long game and
unfortunately corporations are subject to medium-term time horizons, so if the management
changes trivially or if the management is asked to deliver results in three months’ time,
unfortunately Corporate Venturing does not fit this type of policy”, so the parent company
should accept a long time frame and decide which approach to implement according
to how fast the aim for results in terms of finance and innovation. Literature also
affirms that CVC is generally preferred for shorter-term objectives, as it allows
companies to engage with already-established ventures that can provide quicker

results (Chesbrough, 2003).

The final driver is the level of control and integration desired by the corporate. This
involves how much influence the company wants to use over the venture and its
ability to drive its direction. It also considers the potential for integrating the venture
within the parent company, not just in legal or ownership terms but in terms of
technological and innovative alignment. Literature emphasizes the importance of this
factor in Corporate Venturing. For example, Bottazzi, Da Rin and Hellmann (2008)

discuss how control mechanisms in venture investments are crucial in aligning the
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goals of the venture with corporate strategy. Similarly, Colombo and Murtinu (2017)
explore how control impacts the governance and operational autonomy of ventures,
showing that companies often use varying levels of control depending on their
strategic objectives. Integration as well is particularly important when companies aim
to leverage the venture’s innovations across different parts of the organization.
According to Keil (2004), the ability to integrate a venture into the parent company’s
broader operations is crucial for maximizing the value of new innovations, as it allows

firms to capitalize on synergies between the venture and existing business units.

“The main driver is to have total control, i.e. if you develop a project in-house obviously in
terms of decision making influence you have full control”, atfirms the founder of Ni, putting
effort on the fact that to have ownership and control the venturing process should be
in-house, with the parent company giving a lot of attention to the controlled venture.
Alpha explained us during the interview that the integration dimension is always
considered when they evaluate an investment, as being integrated in the parent

company represents a possible outcome for the venture.

In summary, these seven dimensions— cost, resource availability, correlation with core
business, predictability, disruption, time horizon, and control —are critical drivers that
influence the choice of Corporate Venturing strategy. Both the literature and the real-
world examples provided by the interviews suggest that the interplay between these
drivers determines whether a company should pursue CVC or VB to achieve its

innovation objectives.

5.2.1.4. Output

By thoroughly analysing these dimensions, companies can make an informed decision
on whether to pursue a Corporate Venture Capital approach or a Venture Building
strategy. The drivers provide a comprehensive framework to guide companies in

choosing the optimal Corporate Venturing strategy to meet their strategic goals.
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While CVC is a terminal node of the framework, in the case of Venture Building can
be further discriminated between Corporate Venture Building or Advisory. These two
possibilities are not explicitly mentioned in literature as alternatives for a company,
but they appear as standalone concepts. Despite this, Epsilon and Zeta mentioned in
the interviews that Venture Building was performable through these two ways.
Companies evaluate the pros and cons of them together with their objective, which

were categorized in three different dimensions which emerged from the interviews.

Corporate Venture Building in intended for corporates who want to internalize the
Venture Building process dedicating an entire business unit at doing so. This approach
ensures tighter control and alignment with the parent company’s strategic goals, as
noted by Weiblen and Chesbrough (2015), who emphasize that internal ventures offer
greater synergy with the parent’s core operations. Recurring to Advisory is for
corporates who just want to rely on professional Venture Builders (third party) who
function as consulting firms and advise the corporate on how to create a venture and
collaborate with them in the creation process. Research by Colombo and Murtinu
(2017) supports the notion that firms lacking internal capabilities can benefit
significantly from outsourcing parts of the venture development process, thus

reducing internal resource strain while maintaining a flexible innovation strategy.

Again to decide which approach to adopt companies consider three main drivers: cost,
resource availability and speed. Cost and resource availability are the same dimension
considered before but revisited under a more precise prospective of Venture Building.
Theta, Ni and Csi said that the financial prospective and the aspect of internal
capabilities are key to decide which way to take to perform Venture Building. For CVB
you need high investments at the beginning and personnel almost continuously, for
the Advisory part the company has high costs but distributed in a wider time horizon.
Instead the dimension speed is the frequency and number of startup companies are

willing to create, so how often and how quickly a corporate wants to build a new
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venture. For Epsilon and Theta it was important to create multiple ventures, so it was

convenient to implement a CVB rather than relying on third parties all the times.

By analysing these three dimensions, companies can make informed decisions on
whether to pursue a Corporate Venture Building approach or to rely on a third party
for the creation of ventures. This framework describes how companies select the
optimal strategy for their Venture Building activities based on their specific needs and

objectives.

5.2.2. Usage

Looking at the Decisional Framework, companies have the possibility to evaluate
Corporate Venturing options and see what the most suitable strategy is based on
specific needs and strategic objectives. This chapter outlines how to use the
framework, considering the critical drivers to decide between Corporate Venture
Capital and Venture Building, and further differentiating between Corporate Venture

Building and Advisory approaches within VB.

Starting from the objectives, Corporate Venturing activities have both a financial and
strategic aim, the strategic one is definitely more important as many companies
interviewed testified that the financial return is more considered a nice to have
condition than a priority. Since only CVC funds mentioned that is secondary but
matters, companies who privilege financial return over strategic ones should be more
oriented to a CVC model. On the other hand, if the mix between the two is balanced,

the following drivers should better help the corporate in its decision making.

“The objective of this fund is to gain a strategic benefit for the group, we look for startups with
potential group business synergies. The objective is not to make exits or have an immediate
financial return. Synergy is the only key decision”, stated the manager of the CVC fund of
Beta, putting the strategic objective of having synergies in first place. This concept is
in contrast with some studies, such as Gompers & Lerner (2000) and Dushnitsky &

Lenox (2005), but aligned with others, such as Benson & Ziedonis (2009), probably
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because of the different sample of companies used by the studies and the different

historical periods in which they were performed.

Moving to the Drivers of choice, the cost dimension involves evaluating the financial
investment required for each approach. For instance, CVC may be the preferred option
for companies with a low to moderate budget for investment but who wish to
minimize ongoing operational costs. This model allows companies to invest in external
startups without needing significant internal resources for venture development. In
addition, this model can be implemented even with few financial resources, and even
smaller companies can adopt it. A low budged only represents a restriction for the
range of operations the fund can do, but it doesn’t preclude the company to do CVC
activities. Gamma for example is a medium enterprise which has a moderate CVC
budget compared with large corporates, but it uses the same process and achieves the
similar results compared to them, in proportion to the investment. Epsilon leverages
CVC to explore external technologies that can integrate with Epsilon's business needs
without the heavy cost of building internal ventures. On the other hand, VB is suitable
for companies willing to invest heavily in creating and managing ventures. This
approach often involves higher initial and ongoing costs due to the need for a
dedicated business unit and extensive internal resources. Zeta's CVB, which provides
substantial financial support during incubation and acceleration phases, exemplifies
this approach. Even Epsilon confirmed this saying “Venture Building certainly puts
financial resources but it is not the main resource”, and underlaying that the effort is not
only in terms of money but even in terms of people and time. According to Ni Venture
Building is more costly, but it is difficult to say that it is always true, and the other
interviewees couldn’t give us a proper answer. Thus, this study concludes that without
a significant investment, implementing a Venture Building approach is very

challenging, whereas with CVC, it remains feasible.

The second driver is Resource Awvailability, it looks at the internal capabilities and

expertise available within the company. CVC is ideal for companies with limited
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internal entrepreneurial resources or expertise, allowing them to benefit from the
innovation and expertise of external ventures. Beta employs CVC to access innovative
solutions by partnering with startup accelerators and scouting networks. Conversely,
VB is suitable for companies with substantial internal resources and capabilities, such
as Zeta and Epsilon, which utilizes its internal expertise to support startups during the
incubation and acceleration phases. For VB especially it is a must to have internal
capabilities to build a startup, otherwise the creation process would not be guided. In
fact the reason why Epsilon’s CVB was born was to exploit its internal assets such as
affirmed technology and intellectual property rights. Both approaches still need a
sponsor, as it emerged especially in the cases of Beta and Zeta, so a minimal resource

availability is needed anyway.

This driver Correlation with Core Business examines how closely the venturing project
aligns with the company's existing operations. CVC is effective for ventures that are
adjacent to or slightly outside the company's core business, allowing exploration of
new areas without significantly deviating from primary operations. Epsilon’s CVC
targets technologies that complement Epsilon's core business and the same do Delta
and Gamma. Beta and Alpha look more at what they can give to the venture and at the
capabilities within the parent corporate which can be given to the startup to make it
grow, taking back an exploration of its innovative technology or idea. VB, on the other
hand, is best for ventures closely aligned with the company’s core business or
strategically important for long-term growth. Epsilon focuses on developing business
models that closely align with their operations because they use internal resources to

develop ventures.

Predictability and Disruption drivers collectively reflect the company's risk tolerance
and willing to pursue radical innovation. CVC is ideal for companies that prefer
predictability and lower risk, investing in ventures with proven business models and
market traction. In fact, all CVCs interviewed admitted they invested only in startups

with a TRL between 4 and 8. Beta's methodical market analysis and extended due
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diligence process highlight this approach. VB is suitable for companies willing to
embrace higher risk for potentially disruptive innovations, but even for the ones with
confidence in their capabilities and want to improve their solutions with incremental
innovation. Zeta's investment in disruptive technologies during the acceleration phase
exemplifies this high-risk, high-reward approach. On the other hand, Epsilon is more
risk-adverse and focuses more on building ventures using a combination of affirmed
technologies of their portfolio. But this does not necessary exclude the possibility of
creating something more innovative, for instance Epsilon confessed us “we are able to
bring even disruptive innovation that could be very useful to corporations in the future”. Eta
is more conservative about innovation goals of Venture Building saying “innovations
do not go too far beyond what you (the company) are already doing today, so very often strategy
focuses on just entering a new market with an existing product or creating a new product
within the same market”, regarding their experience with corporate engaging in Venture

Building activities.

Moreover, many companies interviewed consider VB riskier than CVC which has
more predictable result, and this is correlated with the results the ventures can have.
“Venture Building is clearly more costly and then carries more risk, but it also brings
potentially results more disruptive, perhaps radical innovation, rather than a CVC approach
where the risks are perhaps lower because the startup already has traction”, said the founder

of Ni, discussing about the nature of the two Corporate Venturing approaches.

Regarding the time horizon driver, CVC is appropriate for companies seeking shorter
to medium-term returns, often realizing returns within a few years. Delta investments
in high TRL technologies aim for quicker integration and returns, Zeta CVC aims to
have a return on the investment in 3 to 7 years from the acquisition. VB, instead, is
suitable for companies with a longer-term investment horizon, requiring several years
before seeing significant returns. This is even because the building process takes way
longer than doing an investment in equity. Zeta's extended incubation and

acceleration phases reflect this long-term commitment. In fact, asking why companies
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chose to buy a stake of a company instead of building it in-house, Alpha replied “the
answer is courage and time” and Beta “too risky, there is still no culture of failure. Moreover,
the timeframe is very long”. So both of them realized they didn’t commit to a Venture
Building approach due to time constrains and the necessity to have quicker and more

predictable results.

The last driver is Control and Integration. CVC is suitable for companies that prefer a
hands-off approach, allowing the venture to operate independently while the
company focuses on strategic investment. Beta’s CVC, for instance, often takes an
advisory role, ensuring strategic alignment without heavy-handed control. Same for
Alpha, who interacts with the venture just once every two weeks on average. Even
Gamma affirms that with CVC the parent company often lacks control on the decisions
the venture takes leading to uncertain outputs (“you have the risk that you don’t have

control so you don’t know exactly how it may go”).

VB is best for companies seeking high levels of control and integration with the new
venture. This approach allows for continuous alignment with the parent company’s
strategic goals and operations, as for the cases of Zeta and Epsilon. In particular in
Epsilon, they prefer to have the control even if other investors are present because they
give more inputs to the venture and want to decide what its destiny will be: “there is
so much shared governance, and it depends a lot on input given, but the needle of the balance

is on our side” .

By fully analysing these drivers companies can make informed decisions on whether
to pursue a Corporate Venture Capital approach or a Venture Building strategy.
Within VB, companies can further decide between Corporate Venture Building (CVB)
and Advisory approaches based on other three dimensions of analysis which consider

that a VB strategy is already chosen, only the mode has to be decided.

CVB is intended for companies that want to internalize the Venture Building process

by dedicating an entire business unit to this activity. This approach involves creating



170 5| Discussion

and managing ventures in-house, leveraging internal resources, and aligning closely
with the parent company's strategic goals and culture. The cost for CVB is generally
higher due to the need for substantial initial investment and ongoing operational
expenses to establish and maintain the Venture Building unit. Even the number of
venture the corporate wants to create is an important driver linked to the costs: if they
want to build startups just occasionally it is better to use a Venture Builder as Advisor,
if they plan to do it continuously more savings will occur with the CVB approach.
However, companies such as Epsilon demonstrate how CVB can be highly effective
when substantial internal resources and expertise are available. Without people with
business and technical knowledge it is nonsense to implement a CVB since both these
skills are necessary to find ideas and transform them into a startup. The speed of startup
creation may initially be slower due to the time needed to set up the internal unit and
processes, but once established, CVB can rapidly scale venture creation. For example
Zeta CVB took one year to be defined and implemented, but now they aim to build
startups with an high frequency. This approach is best suited for companies with a
long-term perspective, significant financial resources and a solid availability of

knowledge and resources.

The Advisory approach is for companies that prefer to rely on professional Venture
Builders, who act as third-party consultants. These external experts function similarly
to consulting firms, providing advice and collaborating with the corporate in the
creation process of new ventures and receiving back a fee or some equity of the
venture. This approach allows companies to benefit from specialized expertise in
Venture Building without the need for a dedicated internal unit. The cost for the
Advisory approach may be lower initially, as it reduces the need for internal
infrastructure and personnel. Resource availability in this approach leverages external
capabilities, making it ideal for companies with limited internal resources. Then the
speed of startup creation can be faster with the Advisory approach, as external Venture

Builders often have established processes and expertise, allowing for quicker setup
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and early-stage development. Csi and Theta are able to build venture from 4 to 12

months from scratch.

In conclusion, to summarise the final information about the usage of the Decisional
Framework, a description of two companies with the ideal characteristics to engage in
a Corporate Venture Capital and a Venture Building approach, respectively, has been

presented.

A company best suited for the CVC approach typically prioritizes strategic
investments with an opportunity for financial return, but without the immediate need
to manage ventures internally. This company often seek innovation and access to
cutting-edge technologies or markets that are adjacent to or slightly outside their core
business. With limited internal resources and capabilities dedicated to
entrepreneurship, a CVC strategy allows them to leverage external ventures and
expertise while maintaining a degree of strategic oversight. This kind of company
generally operate with a variable budget and aim for shorter to medium-term returns,
making CVC an ideal model for those looking for predictable, lower-risk investments.
The company’s primary focus would be on market analysis, extended due diligence,
and ensuring that their investment portfolios align with corporate goals. Firms such
as Beta and Gamma exemplify this approach by participating in CVC initiatives that
offer them the flexibility to explore emerging technologies without the financial or
resource burden of internal venture creation. A CVC company is also comfortable with
a hands-off approach, focusing on financial stakes and strategic influence rather than

direct operational control.

In contrast, a company suited for a Venture Building approach is one with a long-term
perspective, significant financial resources, and a robust internal infrastructure
capable of supporting the creation and management of new ventures. These
companies place a high priority on strategic alignment and the integration of ventures

within their core business, seeking to leverage their internal capabilities to foster
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innovation. Firms such as Epsilon and Zeta embody this model by dedicating
substantial resources and business units to manage venture creation internally. VB is
ideal for companies with an entrepreneurial culture that can provide both business
and technical expertise, ensuring that new ventures are guided effectively from
conception to market. These companies are also willing to take on more risk for
potentially disruptive outcomes, but not necessarily. Moreover, companies with
strong governance and control preferences will find VB advantageous, as it allows for
continuous alignment with strategic goals and operational objectives. When
significant internal knowledge, resources, and a long-term vision are present, VB can
drive not only incremental innovation but also potentially radical changes that secure

a competitive edge in the marketplace.
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6 Conclusion and future developments

In the past few decades, the landscape of corporate innovation has undergone
significant transformation, particularly with the emergence of Open Innovation as a
crucial paradigm (Chesbrough, 2003). Traditional models such as Corporate Venture
Capital have long been recognized for their role in bridging the gap between
established corporations and external startups, providing a strategic pathway for
integrating innovative technologies and ideas (Dushnitsky & Lenox, 2005). However,
as the dynamics of innovation continue to evolve, the limitations of CVC as a
standalone approach have become increasingly apparent, particularly in its ability to
drive internal transformation and sustainable business creation (Gompers & Lerner,

2001).

To address these challenges, the concept of Venture Building has gained prominence,
offering a more comprehensive and integrated approach to fostering innovation
within corporations. Unlike CVC, which primarily focuses on external investments,
VB emphasizes the creation and development of new ventures internally, leveraging
the resources and capabilities of the parent company to build sustainable businesses
from the ground up (Weiblen & Chesbrough, 2015). This approach not only aligns
more closely with the principles of Open Innovation but also provides a structured
framework for corporations to continuously adapt and thrive in a rapidly changing

market environment.

The research conducted in this thesis has aimed to explore the comparative
effectiveness of CVC and VB within the broader context of Open Innovation. Through

a detailed analysis of multiple case studies involving Italian companies, the
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underlying mechanisms that drive successful innovation and business creation have
been explored to reveal their influence. The findings reveal that while both CVC and
VB offer unique advantages, their impact on corporate innovation is deeply influenced

by how they are implemented and integrated within the organizational structure.

In the following conclusion, the key insights gained from this research are summarise,
highlighting the practical implications for managers and the contribution to existing
literature. Additionally, the limitations of the study will be discussed and there will be
suggest avenues for future research that could further enhance our understanding of

these critical innovation strategies.

6.1. Contribution to literature

This thesis makes a significant contribution to the academic discourse on Open
Innovation, particularly within the realm of Corporate Venturing strategies. While
Open Innovation has been extensively studied, with a robust body of literature
outlining its principles, evolution, and impact on modern business practices
(Chesbrough, 2003; Huizingh, 2011), there remains a substantial gap in understanding
how organizations can effectively implement these strategies from an intra-company
perspective (Bogers et al., 2017). The research presented in this thesis addresses this
gap by offering a comprehensive analysis of the organizational dimensions that

influence the successful adoption of Open Innovation practices within corporations.

One of the primary contributions of this research is the detailed exploration of the
differences and synergies between Corporate Venture Capital and Venture Building
as tools for fostering innovation within large organizations. While previous studies
have extensively covered CVC as a mechanism for accessing external innovation
(Dushnitsky & Lenox, 2005), the literature has been less focused on the emerging
practice of VB and its role in internalizing innovation processes (Weiblen &

Chesbrough, 2015). This thesis contributes to filling this void by comparing these two
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approaches in a structured manner, thus providing new insights into how they can be

strategically integrated to maximize innovation outcomes.

Furthermore, the thesis introduces a novel framework that generalizes the findings
from multiple case studies into a step-by-step guide for organizations seeking to
implement Open Innovation. Unlike existing studies that often isolate specific aspects
of Open Innovation, this research presents an integrated approach that accounts for
the interconnectedness of various organizational elements (Krause & Schutte, 2015).
This framework not only serves as a practical tool for practitioners but also enriches
the theoretical landscape by offering a more holistic view of how Open Innovation can

be operationalized within complex corporate structures.

Another key contribution is the emphasis on the real-world applicability of the
theoretical concepts discussed. By validating the framework through 11 diverse case
studies, this research bridges the gap between theory and practice, offering empirical
evidence that strengthens the theoretical propositions made. This approach contrasts
with much of the existing literature, which often remains at a conceptual level without

sufficient empirical validation (Mortara et al., 2009; Chiaroni et al., 2011).

In summary, this thesis advances the academic understanding of Open Innovation by
providing a comprehensive, empirically validated framework that integrates both
Corporate Venture Capital and Venture Building into a unified model. It offers
valuable insights into the practical implementation of Open Innovation, thus
contributing to both the theoretical development of the field and its practical

application in business contexts.

6.2. Managerial and Practical Implications

This thesis offers significant managerial and practical implications for executives and
practitioners seeking to navigate the complexities of Corporate Venture Capital and

Venture Building within the framework of Open Innovation. The comparative analysis
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and resulting framework provide a strategic roadmap that can guide organizations in
making informed decisions about when and how to leverage CVC and VB to achieve

their innovation goals.

First and foremost, the insights gained from this research highlight the importance of
aligning the choice between CVC and VB with the strategic objectives of the company.
The decision making pathways explored in this thesis suggest that managers must
critically assess their organization's resources, innovation culture, and long-term goals
before adopting either approach. For instance, CVC is most effective when the
objective is to gain access to external innovations and technologies that can
complement or enhance existing capabilities, while VB is better suited for
organizations looking to internalize and scale new business models or ventures from

within.

The framework developed in this thesis also serves as a practical tool for managers to
evaluate the readiness of their organization to implement Open Innovation through
either CVC or VB. By understanding the distinct processes, resource requirements, and
potential outcomes associated with each approach, managers can tailor their strategies
to fit the unique context of their organization. This is particularly important in today's
fast-paced business environment, where agility and adaptability are key to

maintaining a competitive edge.

Moreover, the thesis underscores the critical role of organizational structure and
culture in the successful implementation of CVC and VB. Managers are encouraged to
foster an innovation-friendly environment that supports cross-functional
collaboration and entrepreneurial thinking. This involves not only providing the
necessary resources and support systems but also ensuring that innovation initiatives
are closely linked to the company's overall strategic objectives. In doing so, managers
can better integrate these innovation strategies into the broader corporate framework,

thereby maximizing their impact and sustainability.
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For practitioners involved in the execution of these strategies, the framework offers
guidance on managing the intricate balance between exploration and exploitation. The
findings suggest that a clear delineation of roles and responsibilities, coupled with
effective governance structures, is essential for navigating the complexities of both
CVC and VB. Additionally, the framework emphasizes the need for continuous
monitoring and evaluation of innovation outcomes to ensure alignment with strategic

goals.

Furthermore, this research has practical implications for external stakeholders, such as
startups and venture partners, who seek to collaborate with corporations through CVC
or VB initiatives. By providing a clearer understanding of the internal dynamics and
decision making processes within corporations, this thesis equips external entities with
the knowledge they need to engage more effectively in these partnerships. This
understanding is crucial for aligning expectations and ensuring mutually beneficial

outcomes in collaborative innovation efforts.

In conclusion, the managerial and practical implications of this thesis are manifold. By
offering a comprehensive framework that integrates both CVC and VB within the
Open Innovation paradigm, this research provides valuable tools and insights for
managers and practitioners to drive successful innovation strategies in their
organizations. Whether aiming to leverage external innovations through CVC or to
build new ventures internally through VB, the guidance provided by this thesis can

help organizations navigate the complex landscape of modern corporate innovation.

6.3. Limitations and Future Research Avenues

There are several limitations in this thesis that present opportunities for future
research. These limitations arise from both the methodological choices made during
the study and the challenges of conducting research in the domain of Corporate

Venturing and Open Innovation.
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First and foremost, the study's reliance on a limited number of case studies,
particularly within the Italian context, presents challenges to the generalizability of the
findings. While the case studies provided rich qualitative insights, the focus on a
specific geography may limit the applicability of the results to other contexts. The
strategic Corporate Venturing landscape varies significantly across different regions
and industries, and as such, the findings may not fully capture the diversity of
practices and outcomes seen globally. Future research could benefit from expanding
the geographical scope of the study, including a more diverse set of companies from

different industries and regions to enhance the generalizability of the conclusions.

Another limitation relates to the potential bias in data collection, particularly in the
selection of case studies and the qualitative nature of the interviews. The companies
selected for the study were based on availability and willingness to participate, which
may have introduced selection bias. Additionally, the open-ended nature of the
interviews, while allowing for in-depth exploration of the subjects, could have resulted
in subjective interpretations of the data. Future studies could address these issues by
employing a more systematic approach to case selection and by incorporating
quantitative methods to complement the qualitative data, thereby increasing the

robustness and reliability of the findings.

The complexity of capturing all relevant factors in the analysis of CVC and VB also
represents a significant limitation. The holistic nature of the framework developed in
this thesis, while providing a comprehensive view of strategic Corporate Venturing,
may have missed certain contextual variables that could influence the effectiveness of
CVC and VB strategies. For instance, factors such as the temporal dynamics of
innovation, specific industry characteristics, and the organizational maturity of the
tirms involved were not exhaustively explored. Future research could dive deeper into
these variables, perhaps by developing sub-frameworks that address specific contexts
or by conducting longitudinal studies to observe the evolution of CVC and VB

practices over time.
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Moreover, the lack of detailed empirical data to support some aspects of the theoretical
framework limits its immediate applicability in practice. While the framework
provides a useful conceptual tool, its implementation in real-world settings may
require further empirical validation. This could be achieved through more extensive
field investigations, involving larger samples and diverse contexts, to refine the

framework and enhance its practical relevance.

Finally, the difficulty in validating the proposed framework due to its broad and
holistic nature remains a challenge. The framework attempts to integrate various
aspects of CVC and VB, but this integrative approach may obscure specific actionable
insights for practitioners. Future research could focus on testing specific components
of the framework in isolation or in combination, using experimental or quasi-

experimental designs to assess their effectiveness in different organizational settings.

In conclusion, while this thesis provides valuable contributions to the understanding
of Corporate Venturing and Open Innovation, it is important to acknowledge these
limitations. They offer fertile ground for future research that could expand, refine, and
validate the findings presented here, ultimately contributing to a more detailed and

actionable understanding of strategic Corporate Venturing.
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A Appendix A

Extract from the Excel File used to map the scientific papers under consideration in the
Literature Review. This is intended to be an example, so that the reader can visualize

how the mapping process was carried on.

These are two separate screenshots of the excel file, the first one with the first 17

columns and the second one with the remaining 11.
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B Appendix B

The questionnaire that was used to support all the interviews is provided below. The
tirst one is for Venture Builders and the second one for Corporate Venture Capital, as
mentioned before, these are the general interview guides, then each question was

tailored according to the specific situation.

This research explores how Venture Building and Corporate Venture Capital
companies organize for Open Innovation. The aim is to identify key organizational
issues impacting successful Corporate Venturing implementation within these
contexts, with the aim of drafting a framework which can be useful for companies

pursuing these strategies.

The interviews were conducted by Filippo Gaudio and Alessandro Galli, former

students of Politecnico di Milano, under the supervision of Prof. Capella

Semi-structured interviews with VB/CVC representatives have been conducted to
gather insights. Interview data will be anonymized and used to identify generalizable

patterns for the framework.
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INTRODUCTION

What are the main characteristic of the firm?
In your opinion, what are the most important internal capabilities required for a suecessful venture building

process?

OBJECTIVE

How does Venture Building contribute to the corporation's knowledge and capabilities in terms of
innovation?

Can vou tell me about a venture building project that aimed to disrupt the current market? What was the
rationale behind taking a risk on this new venture?

RESULTS

How do you balance the need for predictable outcomes with the potential for higher returns?

How does Venture Building contribute to the company's overall strategic goals?

RESOURCES INVOLVED

How does vour teqm leverape existing expertise within the company?
Beyond financial resources, what kind of dedicated human capital is required to effectively manage a
Venture Building project?

How does the team composition foster deeper innovation within the venture?

DRIVERS OF CHOICE

Venture building often disrupts existing markets, potentially canmibalizing the core business. How does the
venture building team navigate this tension between disruption and cannibalization?

When does the company typically choose to pursue a CVC investment over building a venture internally?

How does Venture Building actively identify emerging trends and technologies that could potentially
disrupt the core business?

Why do vou think companies need a venture builder to create a startup/venture? What is the objective?

RISK TOLERANCE AND COSTS

Wenture building inherently involves a higher degree of uncertainty. How do you approach measuring the
success of a venture building project, considering the possibility of failure?

How are the costs associated with establishing and supporting a Venture Building function justified?

Considering the longer timeframe for success often associated with Venture Building projects, how can we
establish realistic milestones that account for the inherent risk and cost implications of this approach?

IMPLEMENTATION STEPS

Venture building often requires the creation of a dedicated team. How do you ensure that this team has the
resources and expertise necessary to build a specessful venture from the ground up?

For ventures built entirely within the company (Wenture Building), how does the legal structure differ, if at
all? Does the company typically create a separate legal entity for the venture, or does it operate under the

umbrella of the parent company?

SPEED AND TIME TO MARKET

How does building a venture internally expedite the time to market for innovation compared to CVCT

While venture building may take longer to deliver results, how can this approach lead to a more sustainable
competitive advantage in the long term?
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INTRODUCTION

What are the main characteristic of the firm?
In your opinion, what are the most important internal capabilities required for a successful CVC
process?

OBJECTIVE

How does CVC contribute to the corporation's knowledge and capabilities in terms of
mnovation?

What is the main objective of the CVC fund? Is it more strategic or financial?

Can you describe a recent CVC investment that aligned well with the company's strategic goals?
How did this investment contribute to the core business?

RESULTS

How do vou balance the need for predictable outcomes with the potential for higher retums?

How does CVC measure the success of an investment?

RESOURCES INVOLVED

How does your team leverage existing expertise within the company?
Can you describe the internal team structure dedicated to managing CVC activities?

DRIVERS OF CHMCE

When choosing a venture for investment, how heavily do you weigh the potential for financial
return versus the opportunity to access new knowledge and innovation that might eventually
benefit the core business?

When does the company typically choose to pursue a CVC investment over building a venture
internally?

How does CVC actively identify emerging trends and technologies that could potentially disrupt
the core business, and use investments to mitigate this risk?

RISK TOLERANCE AND COSTS

While CVC typically involves lower risk, how does the company manage potential downsides
associated with acquisitions?

IMPLEMENTATION STEPS

Can you walk me through the typical engagement model for a CVC investment?

Does the company generally establish a new subsidiary company (NewCo) for each venture you
invest in? Alternatively, do you utilize a holding company structure to manage multiple CVC
investments under one umbrella? Are there specific factors that influence the chosen legal
structure for each investment?

SPEED AND TIME TO MARKET

How does CVC expedite the ime to market for innovation compared to building a venture
mternally?
How are decisions made regarding CVC investments? How quickly can the company move on

an opportunity?
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