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ABSTRACT 

fhis research set out to lind out: what \\ere the corporate venturing practices. and their justifying 

factors. as exhibited by software development and distribution tirms in Nairobi, Kenya. Thl!se 

were issues of concern given the various changes in business en'< ironment in Ken) a: the complex. 

uncertain and d' namic IT industrv in the tlat Kem an econom': "hich called for continued 
. ~ .,. . 

entrepreneurial beh:n iour for continued renewal and gr0\\.1h. 

To explore these corporate venturing practices and the pertinent factors. primary data was 

collected using a survey design from eighteen respondent firms on empirically documented 

corporate venturing practices. namely: culture. climate and corporate support: structure and de!sign 

of \enturing effort: planning. monitoring. e\aluation and control of ventures: and starting and 

re\\arding \Cnture activit). Additionally. factors espoused as being intluential to the success of 

corporate "enturing such as mission of the venturing acth; ity. environmental factors. product 

market strateg). and cntr) strategies \\ere investigated. The findings were analysed using 

descriptive statistics and factor analysis. 

The findings of this study indicates that: there exists barriers to exercise! of entrepreneurial 

initiative due to bureaucratic designs in the organizations. limited support from senior 

management. and management styles that Stine corporate venturing; venture efTorts are granted 

sufficient autonom), closely monitored b) senior management and appropriate modes of 

\Cnturing employed. ~fajority of the firms plan for. evaluate. monitor and control \enture efforts 

as they do established lines of business: staff venture teams .. , ith team-builders. risk takers and 

politicall) sensitive ''hile re,,arding them based on the success of the venture. Further. few are 

concerned "ith customer satisfaction le\ els. 

This led to the conclusions: the supportive entrepreneurial culture. climate and support are 

Jacking: empiricall) espoused practices on structure and dt:sign of corporate venturing are 
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employed; planning. monitoring. evaluation. and control of venture is based on conventional 

systems: and staffing and reward S)stems were as empirically documented outside Kenya. These 

practices are largely explained by: limited market research to identify existence of new venrure 

opportunities: limited resources to exploit new venture opportunities; low venture user-need 

congruency due to market ignorance; inability to leverage existing skill base to exploit new 

technologies: and a lack of aspiration to be global market leaders. 

Due to the breadth ofthis study, it is limited in fe,el of detail. Findings that are more concrete can 

be drawn if a more focused study say on staffing and rewarding venture etTort or any other area 1s 

conducted. It would be high!) inspiring for example to find out why most of the respondents in 

this stud) plan for. control and evaluate ne, .. venture efforts using similar S)stems they employ to 

the existing lines of business. yet literature from outside Kema ind1cates othen .. ise. 
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CHAPTER 1: INTRODtCTION 

1.1 Background 

With time, the business em ironment change. The firm. being environmental dependent. has to 

constantly engage in corporate development i.e. identification of business opportunities to pursue. 

selection of the opportuni.ies to pur ue and determination of the businesses to exit. in order to 

survi-.e in the changed em ironment. 

Firms that fail to change with time e\pericnce corporate decline and possibl~ die all together. 

·· C\en main causes stand out in most cases of corporate decline: poor management. over-

c\pansion. inadequate linancial controls. high costs. the emergence of powerful ne'v competition. 

unfOreseen shifts in demand. and organisational inertia." (II ill and Jones 200 I P. 371) 

Because of age, size or competitive intensit). most organisation:; exhibit a deterioration in 'ita I 

signs that is inconsistent with their ambitions and purposes. The members of start-up 

organisations have a sense of individual and collective power: they feel they can make a big 

difference in the pursuit of the goals the} all share. Emplo)ees identif~ \\ith the enterprise as a 

\\hole: alignment and informal tcam\\Ork are commonplace. The \\hole organisation is open to 

learning; trial and error are the norm. As organisations gro" older and larger. ho,.,ever. the 

\igour of these vital signs deteriorates. Instead of power. people often develop a sense of 

resignation in response to seemingly insurmountable obstacles or to lack of support from their 

supenors. As organisations become more complicated and demanding, people strive to carve out 

private patches of turf where they can exercise responsibility, protect themselves. and keep the 

\\Orld at bay. Emplo~ees lose their sense of team\\Ork and alignment with entire enterprise and 

begin to seek the safety of their particular profession. union. function. team or location. As for 

learning, larger and older organisations tend to be Jess receptive to new ideas than their younger 

counterparts are. In place of inquiry and experimentation, ideas are studied to death in hopes of 

ferreting out every possible weakness before making a commitment (Pascale et al 1997). 
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Consequent!). organisational inertia reigns as the organisation drifts into inaction and reactive 

responses to environmental changes. 

"In some situations the acceptance of change is optional: .... In a corporate em ironment, though, 

there is no choice; corporations that do not move ,., ith the times die. Pre-empting change 

therefore becomes an essential trait of corporate sun: ivai, the key being to develop a culture of 

innovation and creativity" (Davis. 2001). Comparing successful and unsuccessful organisations. 

often the ability to innovate is the difference. Microsotl is kno,,n for innovation. )Ct before it 

''as companies like Wang and Digital. ''hich have now died. Locally compare fonncr KCC ,.,ith 

Brookside, African Tours & Hotels with Serena and BML '' ith S) mphony. ··[nno-.:ation and 

creativi~ calls for a leadership that is open to change. Equally important is the ability for ideas 

to be generated at all le\els. Kenyan organisations are poor at doing this. partly due to the 

national culture of deference to position". (Da' is, 200 I) 

The Economist NC\\Spaper (1997) identifies reasons '"hY Intel. ~licrosoft. Cisco and a host of 

other big technology tirms become Silicon Valley's biggest venture capitalists. Intel. Cisco and 

Microsoli inve~t to boost fortunes of !inns whose success seems likely to increase o-.erall 

demand for their O\\ n products. Microsoft uses corporate 'cnturing as a form of hedging. bu) ing 

a minority stake in companies just in case the industry swings their way. Others such as Softbank 

have ventured like .md for reasons :;imilar to those of normal \Cnturc capitalists. 

The turbulent IT industry generally and more specifically its nascent software development and 

soft\\-are distribution sub-sector. in the context of organisational inertia, coupled with the need for 

being market-driven. logically seems in need for such a venturesome organisational culture. 

Various studies \\'ithout Kenya have documented corporate venturing practices and factors 

influencing success of corporate 'fentures. These can be broadly cla!isified into culture. climate 

and support: \enture mission; strategy and em ironment; structure design of venture activity; 
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staffing & re,~;-ard systems for \Cnture management. and planning. monitoring and evaluation of 

resultS. 

~c:1.m ( 1966). Fast and Pratt ( 1981 ). Fast (1979) and Kanter ( 1982) h:\\C documented the need for 

an organisational culture that is supportive of corporate venturing. MacMillan et al (1984) have 

argued for a clear mission that encourages ~;enturing . Cooper ( 1979). amongst others. has 

documented a number of inhibiting and facilitative environmental factors. Cooper (1979. 1983). 

\On Hippe! (1979). ~faidiquc and Zirger (1984) and Roth,,ell (1972) ha~;e demonstrated the role 

of product-market strategy to \enture success. Biggadike ( 1979). Hobson and ~Iarrison ( 1983) 

ha\e shown the role of entry strategy to venture success. Roberts ( 1980) has e:\plored venturing 

alternati-ves to full-scale corporate start-up). 

Burgelman { 1983a. 1983b. 1985). Block ( 1985 '· Shapero ( 1984) and others ha\e documented the 

<;tructure and design of a 'enturing effort. Block ( 1983). Vesper and llolmdah ( 1973 ). c;hapero 

(1984). Quinn (1979). ~laid1quc and Zirgcr (1984a) and Block and ~lacMillan (1985) have 

anal)scd \arious assues on planning. monitoring and evaluation of \Cntures. While as Block 

( 1985). von I tippet ( 1977). and ~hapero ( 1984) have looked nt the starting and rC\\ard systems for 

venture acth ities. 

1.2 S tatement of the Research Problem 

Various changes ha\e occurred in the business environment 10 Kenya in recent )'ears. These 

changes ha\e had profound influence on corporate behaviour of firms 1n Ken) a. Shimba ( 1993). 

Ben (I 995). Abekah ( 1996). Kombo ( 1997) and Chune ( 1998) have demonstrated this. Further. 

different studies focusing on ditTcrcnt aspects of information systems have been undertaken 

(Kipngetich, 1991; Gatunc. 1993; l'!)ambane. 1996 and Ochieng. 1998). 

A decade plus ago. Thomas ( 1990) obscl'\cd that information technology industry is suffering a 

mild case of jitters. To date this is an understatement the situation is severely jittery! The IT 
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industry is complex. uncertain and changing so quickly that many organizations are finding it 

difficult to capitalize on nev .. · opportUnities (Sunker et al 1992). The high rate of obsolescence of 

both computer hardware and computer software makes any high capitalisation costs in 

information systems potentially unanracti-.e in the flat Ken)an economy. Surprisingly. 

information systems no longer just support existing business activities: they shape organizational 

identity (lambert 1993). 

Yet .. the average life span of products. markets. and enure industries has been steadil~ and 

dramatically decreasing. The resulting frequent threats to sun ivai ha\e been increasingly forcing 

... firms into continued entrepreneurial behaviour.'' (Ansoff & McDonnell 1990. P. 2-10) 

Given the changes in business environment 10 Kenya. the persistently innovative IT industry. calls 

for venturous corporate inclination. Granted. research in the area of corporate \enturing has 

progressed considerabl). particularly since about 1975. HO\\C\.er. this has predominantly been 

outside Kenya. The inherently turbulent, innovative and nascent software development and 

distnbution sub-sector )Carns for venture ome practices. >Je .... ertheless. '"hat rs happening on the 

ground? 

What a re the corporate venturing practices, a nd their justifying factors, by software 

deHlopment and sofh\- are distribution fi rms in ~a irobi , Kenya? 

1.3 Objccth es of the Study 

The study aimed at ach1eving the follov.:ing ObJectives: -

I. To establish the corporate venturing practices by sofuvare development and distribution firms 

in 'lairobi. 

2. To identify factors influencing corporate venturing by soft""are development and distribution 

firms in Nairobi 
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1.4 Importance of the Study 

As a gauge of intrapreneurial practices in software development and distribution sub-sector: -

I) The study will cast more light on the sustained potential of computer software business to the 

overall economy of the country. especially at this critical era of globalisation of markets by 

leveraging IT. 

2) Contribute towards better structuring of the currently fragmented and weakly regulated 

computer software development and distribution sub-sector. 

3) Stimulate re-examination of corporate venturing practices necessary to share on the lucrative 

computer software market- the Silicon Valley goldmine. 

4) Contribute to better understanding of corporate venturing practices in Kenya. 

1.5 Organization of the Study 

The foliO\\ ing chapter. literature review, starts \\ ith an overvie\\ of the firm· s strategic responses 

to changing business environment. Then a review of the corporate venturing practices. 

predominantly outside Kenya. is presented followed by a section on the factors influencing these 

practices. 

The study emplo)'ed a surve) design. Consequently, chapter three on research design, outlines the 

population, sample design. data collection and data analysis techniques employed. 

Chapter four, findings and discussion, presents an overview of the demographic profile of the 

respondents, followed by the findings on corporate venturing practices and finally the factors that 

influence or lead to these practices. 

A summary of the findings of this study and the conclusion drawn there from. the limitations and 

recommendations are presented in chapter five. 
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CHAPTER2: LITERATURE REVIEW 

This chapter starts with an overview of the strategic responses by a firm to the changing business 

environment followed by a detailed review of the corporate venturing practices and the factors 

that influences the exhtbited practices as documented by various other studies. 

2.1 Firm Responses to Changing Environment 

Even with a successful generic business-level strategy, strategic managers still face another 

crucial task: choosing an appropriate competitive strategy to position their company so that it can 

sustain its competiti ve advantage overtime in different kinds of industry environment. This is 

crucial because the firm is environmental dependent. 

One approach to analysing firm response to changing environment is the industry life cycle 

approach. whereby the tirm adopts different competitive strategies depending on stage of the 

industry amongst other factors. In fragmented industries, the firm can result to chaining, 

franchis ing or horizontal mergers. In embryonic and growth industries, the firm can build 

complementary assets. barriers to imitation and capitalise on innovation. As the industry matures, 

the firm can erect entry barriers based on product proliferation, price-cuning and excess capacity. 

Still in the mature industry, the firm can manage rivalry by price signa lling, price leadership, non-

price competition and capacity control. Final ly, in a declining industry, the firm has options in 

niche markets, harvesting and divestment. (Hill and Jones 200 I) 

The IT (information technology) industry in Kenya is broadly in its embryonic and growth phase, 

thus calling for more growth-oriented strategies. 

2.2 Corporate Venturing Practices 

On culture. climate and corporate support, Schon ( 1966) argue that new venturing activity is up 

against a significant and very natural resi stance in existing organisations. He points out that 

12 



radical change creates radical disrupt. To this. Hlavacek and Thampson (1975) '-"Ould add that 

radical change is anathema of the bureaucracy. "'hich acts to protect and re-establish the status 

quo. stifling venturing effort. This isolates the impact of bureaucracy and its costs to corporate 

\ienturing. 

Large modem organisation has erected huge barriers to the exercise of entrepreneurial initiative 

b) over-specialization and compartmentalization of jobs. administered by an onerous hierarchy. 

which confines lo,,er level members to very narrow. specified acti\ ities (Kanter 1983). This over­

specialization of jobs and the Kenyan culture of respect to positional-power stifle entrepreneurial 

behaviour at the lower levels of the organizational hierarchy. 

~lac.\! ilion. Block and Subba \.;arasimha ( 1984) find that among the most intractable obstacles to 

success of corporate ventures were lack of support: lack of commitment by senior management: 

lack of mission: internal competition for resources: lack of fit v.ith corporate strategy and sheer 

lack or entrepreneurial talent in the tirm. 

Thus. researchers ha've made it clear that corporate ventunng success is highly dependent on the 

creation of a supportJ\e entrcpreneunal culture in the corporation \\'ith three major components: 

top management commitment. support and style. 

Fast and Pratt ( 1981) ascribe lack of top management commitment as a major contribution to the 

failure of dozens of attempts at corporate venturing in the 1970's. Madique (1980) argues that 

regardless of the size or stage of evolution of the firm, venturing will fail if top management is not 

committed to change - the only thing that changes with size is the nature of the entrepreneurial 

net\\ork linking top management to the venture managers. 

Quinn and Mueller ( 1963) suggest that it goes beyond mere statement of commitment, that it 

takes tough minded and constant attention to fostering change in the organisation to prevent it 
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from becoming comfortable "ith the status quo. Roberts ( 1980) adds that what is also required is 

long run persistence- creating an entrepreneurial environment is not a short-term project. 

Mac~tillan and George ( 1985) suggest that unless top management is prepared to demonstrate this 

commitment by paying signiticantly more than pro rata anention to venturing activity. such 

activit) should not even be started it onl> raises aspirations and precipitates later frustration and 

disruption. 

Fast ( 1979) identitied that top management can give support for venturing activit} in budget 

allocation (funds and staft). in indirect budget allocation (making other departments commit 

resourcec;). in supporting Venture Management's proposals and in siding with Venture 

~lanagement .,,hen arbitrating connicts. To which Shils. Veiner and Appel ( 1983) \vould add by 

formal CEO recognition of the entrepreneur. 

According to researchers. the most critical issues in fostering an entrepreneurial culture lie in the 

management· s st~ I e. Kanter ( 1982) indicate that internal entrepreneurship cannot thnve in the 

absence of a flexible and collaborative st}le. A management style which ('vtaiuique anu Heyes· 

1984) encourages rapid auacking of problems. is more tolerant of failure. has high levels of 

communrcauon across and between levels. provides individual workers time to pursue their own 

ideas. and encourages hands-on management should accompany this open and collaborative 

climate. To this. Roberts ( 1980) would add that the management style should create an 

environment where the burden of proof lies on the people who want to stop a new idea and one 

that does not discourage competition for ne"" product development between divisions. some 

duplication of efforts is better than complacency. 

On structure and design of \ienturing effort. Burgelman ( 1983a, 1983b. 1985) identifies 3 levels in 

the venturing organisation hierarchy. Venture manager- whose functions includes linking market 

needs to internal skills and capabilities. product championing. strategic forcing, strategic neglect. 
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Venture division management - whose functions includes strategic building, organisation 

championing. delineating. Corporate management - who play the roles of rationalising and 

building structural context. 

Block ( 1985) suggests that there are t\\0 distinct and equally important management challenges 

that have to be resolved if venturing is to succeed. management of the ventures per se and 

management of entrepreneurship - a critical top managcmt:nt function of creating the right 

context. structure and S)"Stems. 

A major issue in venture design is whether to spin-off or create a separate venture business unit. 

and if so. the level of autonomy to grant it. Shapero ( 1984) strongly support autonomy. lie cites 

situations where increased autonomy dramatically increased performance of ventures. Hill and 

Hlavecek ( 1972). Roberts and Frohman ( 1972) and Roberts ( 1980) srrongl~ favour multi­

disciplina~ \Cnture teams. to take charge of the venture as an autonous .. mini-business .. Robem 

(1980t Shils. Veiner and Appel (1983). Maidique and Hayes (1984) all supports small di\ISIOn 

size for venture units for organization flexibility. Dunn ( 1977) suggests that senior management 

cannot abdicate responsibility. but has to monitor the venturing activity more closely. I Iisrich and 

Peters ( 1984) found no significant ditTerences in sales from nC\\ product of firms .... ith ne\\ 

business venture units and firms .... ithout. 

Another major strategic option for corporate venturing is the mode of venturing. Roberts ( 1980) 

identifies a range of possible alternatives to full-scale corporate start-up namely internal ventures. 

joint ventures. and participation in venture capital markets. Further. he suggests. a firm is ill 

advised to attempt venturing in areas where there is a mismatch between the prerequisites for 

competing and the firm's skills and experience. Fast ( 1981) suggests that inexperienced firms 

should start off by participating in venture capital funds to learn and observe vemuring before 

starting to venture themselves. MacMillan et al ( 1984) found that every obstacle to successful 

corporate start-up was less of an obstacle for joint venturing. 
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Another ahemathe to corporate start-up is via acquisition. Klavans, Sharley and Evan ( 1984) 

note that pursuing corporate start-ups does not preclude acquisition and vice versa - the more 

venturesome firms were inclined to do more of both than the less venturesome ones. 

According to Block ( 1983), four major concepts shape the venturing process in an organisation: 

dramaticall) higher uncertainly than in the ongoing business: dramatically higher failure rates 

than in the ongoing business: increased need for commitment from both senior and venture 

managers to foster and support the embi)Onic ventures: entrepreneurial talent to take on these 

greater risks. Consequent!~. the required planning. control and evaluation processes are 

dramatically different from the ones used in the conventional business. 

Vesper and Holmdah ( 1973) found that the followrng control S)stcms \\ere in effect for corporate 

\entures: regular meetings to discuss management of the "entures 43%: regular meetings to 

re' ie'' budget on I~ :! I%: no restraints except around budget review 18%: and complete freedom 

to control resources 18%. It is therefore necessary to balance between improving some tiscal and 

management discipline and forcing \Cntarc managers to produce according to a set of projections 

made in ignorance. 

Shapero ( 1984) and Quinn ( 1979) suggest that venture planning. monitoring and evaluation be 

c nducted in much the same way. as the venture capital community would approach the problem: 

replace resource-rationing approach with an opportunity seeking approach. impose key 

performance goals and set broad boundanes or acceptable act tons. 

Block ( 1983) strongly recommended for planning structured around the achievement of event 

mile!'.tones rather than dates. That the only dates imposed be ones those that are imposed b~ event 

linkages or by externally imposed deadlines. Thus. venture management evaluation should be on 

hts or her abtluy to perform or adapt at each mtlestone event rather than enforcmg adherence to 

a project ion in a plan based on high uncertainty. 
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Madique and Zirger ( 1984a) recognise the benefit of learning. That the venturing process is 

characterised by three highly beneficial learning processes: Customers and distributors ''learn by 

using .. : the firm "learns by doing .. : the firm ··teams by failing ... They uncovered case after case 

where major learning had occurred and spectacular success achieved from the ashes of failure. 

Thus. Block and Mac~tillan ( 19851 argue that a ke) component of the planning process. and 

performance evaluation, be to set learning objectives for each milestone. So. evaluate the venture 

management not on hO\v they conformed to plan, but how they re-planned in the light of 

unfolding information. Consequent!). milestone planning helps eliminate the problem of killing 

proJects prematurely or prolonging them beyond what is justified (M)ers and Sweezy 1978) 

Regarding staffing and rewarding a venture activity. Block { 1985) suggests that successful 

corporate venturers are not gamblers. the) take calculated risks: not neccssaril) successful 

managers of existing divisions and are not necessarily the idea generators. idea generators are 

often poorly qualified to implemenr them. 

Von Hippe! ( 1977) found that the successful venturers were not necessarily high I.> dedicated to 

the venture, nor did the) see their future as lying with rhe growth of tht: \enture. The venture was 

a proJeCt that was part of a career. Further. successful venturers \\.ere not from high positions. 

Successful internal venrurers are good at team building and persuasive skills (Ktdder. 1981: 

Kanter. 1982, 1983: Souder, 1981; Burgelman. 1983a); politically sensitive and skilfu l (Souder, 

1981: Kanter. 1982; Burgelman. 1985; Fast. 1981: Peterson 1963; Maidique, 1980; Quinn, 1979: 

von Hippe!. 1977) 

Regarding the reward systems for venture manager, Shapero (I 984) suggest that special reward 

structures should be created to increase the venturer's personal stake tn the \ enture. A variable 

compensation would increase the level of commitment to the venture's success (Fast and Pratt. 

1984). Many venture managers see the venture as another challenging project in their corporate 
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career (von Hippel. 1979). Consequently. the greatest reward of a/Ito a venturer is ro be given 

an opporrumry to tl')' ugain, on another \•enture (Klavens et at. 1984). 

2.3 Factors lnnuencing Corporate Venturing 

The mission of a 'cnturing acth ity has been identilied as one of the factors in tluencing corporate 

\Cnturing. MacMillan et al ( 1984) found that one of the major obstacles to venturing success was 

lack of clear mission on the part of the corporation encouraging the vemure. The key question is 

what the purpose of the venturing activity is. Vesper ( 1984 a) suggest that for a corporation this 

may go be~ond a simple need for increased profits- that the firm may decide to venture in order 

to participate in. or exploit new technologies. or to diversify away from traditional markets. 

According to Vesper and Holmdahl ( 1973). the most common reasons for \enturing b} their 

respondents '"ere di\ersi tic:uion. exploitation of ne'" developmems. crealion of an entrepreneurial 

climate in the rest of the firm. retention oftalemed people. and utilisation of surplus capacity. 

Ho,,e,er. what should be the scope and reach of ne'" -..enturing activity? Fast ( 1979) suggests 

that relatedness to the lirm·s current activities was important in dl!fining mission - the further 

away from "base .. the more likely it was that the firm would run into problems. This was because 

related acti\ it1es benefit from three major advantages: maximal skill transfer. implementation or 

new acti\ ity with small incremental cost. and ability to secure high levels of commitment from 

management with minimal effort 

Various studies have identified a number of inhibiting environmental conditions. These are very 

competitive. d)namic markets (Cooper, 1979); markets '"ith rapid rates of new product 

introduction (Cooper. 1979); markets in which there are a high proportion of satisfied customers 

(Cooper. 1979; Hobson and Morrison, 1983); highly fragmented markets (MacMillan and Day, 

1985); and industries with a recent major technological innovation (Hambrick and MacMillan. 

1985). 
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High market gro,.,.th rates (Cooper 1979), customers who knew and interacted intensively with the 

parem finn (Madique and Zirger 1984). markets those are rich in technological opportunities 

(Hambrick and MacMillan. 1985). markets , .. ith dominant competitors (MacMillan and Day 

1985} \-larkets \\ere custvmers initiated the new product idea (von Hippe! 1978) and the degree 

to which the .. enrure sati~ties a market" s user needs (Rothwell 1972. Cooper 1979. von Hippe! 

1979. ~laidique and Zirger 1984) are facilitating environmental conditions. 

Product umqueness and superiority {Cooper. 1979: Madique and /irger. 1984). according to 

Cooper this IS the single most important factor in explaining the success of new products. 

Superior marketing research (Cooper 1983) and superior marketing proficienc) i.e. experience 

and skill at marketing to customer (Roth\\ell. 1972. Cooper 1983). Superior technical proficiency 

i.e. skill and experience in technology and production (Cooper. 1979) and greater experience \\ith 

the customer base (von Hippe!. l97Q). Superior marketing skills (l\.laidique and lirger 1984. von 

Hippe! 1979. Rothwell 1972. Cooper 1983). particularly sales forcl!, and advertising strength 

{Cooper 1983) and strong marketing communication skills (Cooper. 1979) plus more effort at user 

education (Roth\\ ell. 1974) differentiates bct"een successful ventures and failing anempts. 

Biggadike (1979) indicates that aggressive scale of entry was highly correlated with superior 

returns on investment. Hobson and Morrison Cl983) show that aggressive marketing moves were 

correlated with success in market share gain. Because of aggressive share objectives, companies 

select marketing and investment strategies that allows them to capture the share they seek and. 

having captured large market share. capture economics of scope and scale that make them more 

profitable than more timid market entrants (MacMillan and Da). 1985). Cooper ( 1979) found a 

high correlation between success and launch effort. 
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ls success correlated \\lth early entry into markets'> Rc ults are ambiguous- Maidique and Zirger 

( 1984) found that early entry \\as important for the high technology companies. while Cooper 

(19i9) found no significant benetit for earl) entry in a more general new product development 

sample. 

2A Summary of Literature Review 

At this point one rna) ponder Wbat facilitates or hinders the success of co• porate venturing 

in the Kenyan context? From a cross-section of research work. the major factors/practices 

appear to be: culture, climate and support; venture minion, straleJ:J' and en~·ironment; 

structure design of \'l!nflm! ucth•i(r; staffing and reward systml\ fur renture management; ami 

plamrim:. moniwrinr: and t!l'aluation of results. 

Given the limited empirical \\Ork on corporate venturing by sofi,,are de\clopmem and 

distribution lirm:; in 1 airobi. nnd b) extension Ken)a at large. a:; a matter of logic. one can 

berlningl) ponder: tlo they play by the empirically 'iupportecl mcces.\ practic:esljactor.\ a fore 

mentioned? 

In summaf). the abo\e literatures gave a theoretical and contexwal.set-up on ''hich this study \\US 

grounded. Isolating the corporate venturing practices. their supporti\ e operational concepts and 

the driving factors gave the fmmc,,.ork of ~tud) used in this research as tabulated in Table 2. 
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CHAPTER 3: RESEARCH DE IG 

This study emplo)cd a surve) design. Consequently. this chapter outlines the population of the 

study. sample design and data collection and analysis techniques. 

3.1 Population 

The population of this study consisted of all the firms that develop or distribute computer software 

and were listed under "Computer Sofmare and Service" section in Internet Business Directory. 

Official East African Edition. 2001 or the same section in Kenya Telephone Directory. 101
h 

Anni' ersa~ Edition Official Nairobi 2002 Edition. A list compiled from the two directories 

comprising 172 firms is attached (Appendix B). 

3.2 . ·ample Design 

Due to time and cost constraints. a sample of the population \\US studied. A ample of 35 tirms. 

representing 20% of the population \\aS sun eyed. Each firm listed in Appendix B constituted a 

sampling unit. 

Having arranged the population alphabetically (Kothari 198-l). Appendix B had already 

introduced some randomness. Further randomisation of the sampling procedure. \\3S achieved by 

using random numbers to select the 35 tinns. 

Some of the firms listed in the two directories \vhere non-existent. inappropriately classified as 

•·computer softv.are" tirms while other!> \\Cre small outfits for which most of the corporate 

venturing practices sought in this study were not applicable. To overcome lhis problem, the 35 

firms were selected as follo\\s: a random sample of 80 firms was initially dra\\n from the 

population. The randomly selected firms were then contacted by telephone or visited for 

prelimina~ enquiries in order to book an appointment or deJi,er the questionnaire starting with 
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lhe firm selected first. Those that could not be reached. or \\ere misclassified. or declined to 

participate were replaced with others below them in this sample list of 80 firms. 

3.3 Data Collection 

Primar:. mostly ordinal data based on 5-point Likert scale was collected using ··drop and pick" 

questionnaire. supplemented where necessary. by researche:--administered questionnaire in the 

months Jul~ -August 2002. A sample questionnaire is attached (Appendix C). The questionnaire 

was pre-tested to check the validity of responses and modified accordingly before full 

administration. 

!"he data \\as mostl) collected from the manager in charge of new business de\elopment as \\US 

identified during preliminal) inquiries. First. a call was made to the potential respondent firm to 

isolate the reie\ant contact person. establbh rapport. and book an appointment. 

Recehed questionnaires ''ere immediate!~ checked for completeness and coded for data entry 

into the anal)sis software. 

JA Data Anai,Ysis Technique 

Data was analysed using SPSS Version 11.0 tor Windows. To understand the data. and possibly 

suggest other fruitful avenues for anal)sis. descriptive data anal)sis ''as undertaken to begin with 

<;aunders et al. 2000. P. 837- 350). To describe the number .:>f cases in each category and show 

frequenc) of occurrences of categories or values for one variable so that h ighcst and lowest were 

clear. frcquenc} distribution tables '" ith percentages were generated. 

For ordinal questions \\ere respondents were asked to rank a number of variables. percentage 

frequency tables '"ere derived and variable rankings generated based on the percentage of 

respondents \\ho assigned a variable a certain rank number. 
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To ach1eve the second objective of the study, factor analysis was used. Explorato~ factor analysis 

was used to examine relationship between various variables without determining the extent to 

which the results fitted a particular model. Factor analysis is t)pically applied to interval scaled 

responses to question about a particular product/sen ice in order to identify the major 

characteristics or factor considered imponant by respondents. It applies an advanced from of 

correlation analysis to responses to a large number of statements to identify one or more sets of 

statements \\ hich result in high I) correlated responses. The idea IS if the response to a set of three 

or more statements is highly correlated, then it is believed that the statements measure some 

factor. \\hich is common to all of them. 
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CHAPTER 4: FI~DINGS A:\D 01 CL SION 

This chapter presents the findings on demograph ic data. corporate venturing practices and the 

factors that influence corporate venturing practices by software de\lelopment and distribution 

firms in Nairobi Ken)a . 

Of the 35 questionnaires distributed. 18 ''ere completed and receh ed. representing a response rate 

of 51% . 

. u Demographic Profile of Respondent Firms 

Of the 18 respondents, 22.2% were general managers. 55.6°'o functional/line managers ''hile 

others accounted for the other 22.2°'o (see Table 3). 

Table 3: J ob position of re pondents 

Pos1tion 
Frequency Percent 

General Manager 4 22 2 

Functionai/Lme Manager 10 55 6 

Other 4 22.2 

Total 18 100.0 

I his indicates that the majority (77.8°'o) of the respondents held a position high enough to be able 

to n.!spond appropriate!} to the managerial issues that \\ere mainly sought in this research. 

In terms of new business development. 77.8% were in charge. 22.2% were not. hence confirmmg 

the positional-classification shown in Table 3 abo,e. It is highl> likel) that only the none-

managerial staff were not 1n charge of new business development. 

Table 4: Responsibility for new business development 

Response Frequency Percent 

Yes 

No 

Total 

14 77 8 

4 22.2 

18 100.0 

In terms of firm age. -l4.4% of the firms \\ere less than 6yrs, 27.8% between 6 and I 0 years and 

the same percentage over I 0) rs (Table 5). 
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Table 5: Firm age 

Frequency Percent 

Less than 6 Years 8 444 

6 to 10 Years 5 27 8 

Over 10 Years 5 27 8 

Total 18 1000 

The firms studied were equally distributed (33.3%) in terms of "no of full time emplo)ees .. in 

ranges 1-10. 11-20 and over 20 

Table 6: No of full time employees 

1 to 10 

11 to 20 

Over 20 

Total 

Frequency Percent 

6 33 3 

6 33 3 

6 33 3 

18 100 0 

In terns of soft\\ are de,elopment and distribution. II or 61.1% both de\ eloped and distributed 

of-the-:,helf computer sofno,:are while 22.2° o dealt only '' ith in-house deH:Ioped sort" are and 

16. 7~'o were pure off-the-shelf distnbutors. 

Table 7 Type of firm in terms of software development & distribution 

Type of firm Frequency Percent 

Software Developer 4 22 2 

Software Distributor 3 16 7 

Both Developer & Distributor 11 61.1 

Total 18 1000 

As a gauge of new business development as indicated by nev. software products introduced in the 

Ken:an market. 38.9% of the respondents introduced three to four. 33.3% zero to two and 27.4% 

more than four in the period June 200 I to June 2002 (Table 8). 
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Table 8: No of new software products introduced into Kenyan marbt between June 2001 and June 2002 

Frequency Percent 

0 to 2 6 333 

3 to 4 7 38.9 

More than 4 5 27 8 

Total 18 100 0 

These four new software products ~ere priced as shown in table 9 below. This was a relatively 

sensitive question as indicated by high none responses. The prices , ... ere , ... ide!) \aried sign if~ ing a 

broad profile in terms of firm size. 

Table 9: Full package selling price of four new software products Introduced to Kenyan market (June 

2001 -June 2002) and sold to the highest number of customers 

Pnce (New I Pnce (New I Pnce (New I Pnce (New 
Product 1) Product 2) Product3 Product 4) 

N Vahd 11 9 7 4 

MISSing 7 9 11 14 

Mean 5,793,181 82 1,023,333 33 248,142 86 567,500 00 

Med1an 3,900,000 00 200 000.00 100,00000 330,000 00 

Vanance 8.14769E+13 2 80258E+12 1 7763E+11 5 0383E+11 

Range 30955000 00 4.950.000 00 1,175,000 00 1 510.00000 

M1n1mum 245,000 00 50.00000 25 000 00 50000 00 

Max1mum 31200000 00 5000.00000 1 200 00000 1 560 00000 

r\11 amounts in [ 

4.2 Corporate Venturing Practices 

Schon ( 1966) argue for a change-oriented culture as being supportive of venturing. The findings 

of th1s research indicate that 61.1% of the respondents had d ocumented job descriptions. l his 

indicates ho ... v well the jobs were defined and hence more restrictive of change. 

Table 10: Documented job descriptions 

Frequency Percent 

Yes 11 61 1 

No 6 33.3 

Tota1 17 94 4 

Missing 5.6 

Total 18 100 0 
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Of the documented job descriptions. 50% \\ere detailed (Table II below). an indication of how 

routine the job was. A close percentage of 44.4% had less detailed JOb specifications that are 

likely to be supportive of change processes. 

Table 11 : Detailed job descriptions 

Frequency Percent 

Yes 9 500 

No 8 444 

Total 17 94 4 

Missing 5.6 

Total 18 100 0 

As an indication of how often an emplo) ee·s job tasks \\ere varied. the frcquenc) of updates of 

job description \\aS used. The results are as shown in Table I~ below. Only 33.3% of the 

respondent firms updated their job descriptions yearly, a further indicauon of how fairl) defined 

the staff roles were. 

Table 12: Job descriptions are updated yearly 

Frequency Percent 

Yes 6 33.3 

No 11 61 .1 

Total 17 94 4 

Missing 5.6 

Total 18 100.0 

One of the .... ays of developing ne\\ businesses is through pursuing new business ideas and 

building new products or markets around them. Asked whether non-managerial employees were 

allocated official \\ orking hours to Ll) new ideas, on!} :?2.2% ( 4 out of 18) responded 

affirrnativelv while 72.2% did not (Table 13). Since a management-st) le that provides individual .. 
worker time to pursue their own ideas fosters an entrepreneunal culture, (Maidiquc and Heyes' 

1984) these findings show how this is lacking amongst the respondent firms. Yet, Von llippcl 

( 1977) indicates that successful venturers were not from high positions. 
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Table 13: Time for new Ideas is assigned non-managertalataff 

Frequency Percent 

Yes 4 22 2 

No 13 722 

Valid Total 17 94 4 

Missing 56 

Total 18 1000 

Even though 55.6% encouraged people to try ne\\ 1deas (Table 14 below). only 44.4% re,.,arded 

new ways of doing things (Table IS below). Thus. people arc not allocutcJ official working time 

to tr} ne\" 1deas. )et are encouraged to try nev. things. Consequently. if they are not rewarded for 

doing things differently. then little room is officially provided for creative acts likely to spawn 

nev. businesses for the empowerment of a creative mmd does not go far enough if not imested in. 

Table 14: People are encouraged to try new ideas 

Frequency Percent 

Yes 10 55 6 

No 7 38 9 

Valid Total 17 94 4 

Missing 56 

Total 18 100 0 

Table 15: New ways of doing th1ngs are rewarded 

Frequency Percent 

Yes 8 444 

No 9 500 

Valid Total 17 944 

Missing 56 

Total 18 1000 

Hlavacek and Thompson ( 1975) argue for a change-oriented culture devoid of bureaucratic 

Impediments as being supportive of venturing. As an indication of the level of bureaucracy in the 

organisations, respondents were asked questions on work procedures. reporting relationships and 

office arrangement amongst others. The results \\ere interesung in that 61 . 1% had documented 

work procedures (Table 16). 72.2% had well defined reporting relationships (Table 17) and 77.8% 
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had their technical staff (software de\elopers. anal)sts) report to line managers (Table 18). 

Ho\\e\er. only 16.7% had separate office partitions for their line mnnagers (Table 19) and 27.8% 

used memos to make important announcementS (Table 20). 

Table 16: Worl( procedures are documented 

Frequency Percent 

Yes 11 61 1 

No 6 333 

Valid Total 17 944 

Missing 56 

Total 18 100.0 

The existence of ,,.ell-dclined work procedures is an indication of the existence of stipulated 

sequence of steps that must be followed to accomplish a given task. for the majorit~. therefore 

this indicates little room for crcativicy. 

Table 17: There are well-defined reporting relationships 

Yes 

No 

Valid Total 

Missing 

Total 

Frequency Percent 

13 

4 

17 

18 

722 

22 2 

94 4 

56 

100 0 

Table 18: Technical staff report to line managers 

Yes 

No 

Valid Total 

Missing 

Total 

Frequency Percent 

14 77 8 

3 16 7 

17 94.4 

5.6 

18 100.0 
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Table 19: Separate offices for line managers 

Frequency Percent 

Yes 3 16.7 

No 14 77.8 

Valid Total 17 944 

Missing 56 

Total 18 100.0 

Table 20: Use memos for important announcements 

Frequency Percent 

Yes 5 27 8 

No 12 66 7 

Valid Total 17 94 4 

Missing 56 

Total 18 100 0 

The findings on \\Ork procedures. reporting relationships. onice partitions and u c of memos in 

Table 16. 17. 18. 19 anti 20 abo\e indicate the existence of significant le\els of bureaucracy. 

\\hich according to HI a\ acck and T'hompson ( 1975) acts to protect and re-establish the status quo. 

hence stifling venturing effort. Further. only 5.6% (one case) aiiO\\Cd direct reponing by technical 

staff to the managing director as indicated in the Table 21 beiO\\. 

Table 21: !'umber of reporting lc\els between a sofh\'arc de\ eloper and \10/CFO 

Frequency Percent 

0 56 

1 6 33 3 

2 4 222 

3 4 22 2 

Valid Total 15 83.3 

Missing 3 16.7 

Total 18 100.0 
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Kanter ( 1983), indicates that over-speciaJization of jobs erects huge barriers to the exercise of 

entrepreneurial initiative. The findings here were that 55.6% used different emplo:ee teams at 

each project phase as shown in Table 22. 

Table 22: Team assignment to project pha es, an indication of job speciali arion 

Team Assignment Frequency Percent 

Same Team- All Phases 5 27 8 

Otfferent Team- Dtfferent Phase 10 556 

Other 1 56 

Valid Total 16 88 9 

Misstng 2 11.1 

Total 18 100 0 

Asked to rank the various wa]S in which top management can support a .,:emuring acti\ it) to 

ensure the success of the venture. on a scale of I to 5. the findings \\ere as tabulated in rable 23 

(one for the most important and tive for the least important factor): 

Table 23: Ra nking of indica tors of top ma nagement •mppnrl (:\' - IS cases) 

I Support Indicator Ran ked Ranked Ranked !tanked Ranked ~one 

I (%) 12 (%) 3 (%) " (o/o) 5 (%) Response 
I<%> 

Budget allocation (funds and staff) 55.6 I 16.7 5.6 5.6 11.1 5.6 
lndtrect budget allocatton (making other 22.2 16.7 22.2 16.7 11.1 11.1 
departments commit resources) 
Supponing venture management's 33.3 16.7 16.7 22 2 0 111. I 
proposals 
Formal CEO recognition of the 

.,., ., 

.) .) . .) 5.6 22.2 27.8 5.6 5.6 
entrepreneur 
Siding with venture management when II. I 11.1 38.9 5.6 22.2 II. I 
arbitrating conflicts 

Thus, support by budget allocation \\as ranked first followed by support for vemure 

management's proposals, formal CEO recognition of the entrepreneur. indirect budget allocation 

and finally siding with venture management when arbitrating conflicts. 

Asked to rank a specified set of indicators of top management St) lc in their place of \\Ork., the 

responses were as shown in Table 24 (I =Most dominant. 6 =Least dominant): 
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Table 2~: Ran kings of indicators of top management sl)-le (~ ... 18} 

Management Sl)-le Ranked Ranked Ranked Ranked Ranked Ranked :'~lone 
1 (%) 2 (%) 3 (01o) ~ (~'o) 5 (%) 6 (01o) Response 

(%) 
Encourages rapid 44.4 II. I 33.3 5.6 0 5.6 0 
attacking of problems 
Is more tolerant of 0 16.7 27.7 16.7 I 1.1 27.8 0 
failure 
Has high level of 38.9 5.6 22.2 I 1.1 I 1.1 II. I 0 
ccmmunication across 
and between levels 
Provides workers time 16.7 33.3 22.2 0 I 1.1 16.7 0 
to pursue their 0\"n 

I ideas 
Encourages hands-on 38.9 16.7 17.7 11.1 I I. I 5.6 0 
management 
VeslS the burden of 22.2 5.6 22.2 16.7 16.7 I 1.1 5.6 
proof on those 

I I opposed to the ne'' 
busmess idea 

The dominant management st~ lcs were therefore rapid attacking of problems. hands-on 

management. high levels of communication across and between le' els. \esting burden of proof on 

those opposed to new tdcas. provision of ttme to employees to pur~uc O\\ n ideas and last I) lov .. 

tolerance to failure. Clearly. the dominn~t styles are not supportiH! of an en trepreneurial culture. 

On the closeness of a ne'\ venturing activity to the current core line of business. the rc pon:-.cs 

\\ere as shown in Table 25 belo" (I =Same and 5 Di"ersilied). Clenrl). the majority (33.9%) 

support the need to strike a balance bct\\Cen related and unrelated diversification. while 33.3% 

were more inclined to a diversified venturing acuvity. 

Table 25: Venture activity fit to corporate strategy 

Fit Frequency Percent 

1 (Same) 5.6 

2 4 222 

3 7 38.9 

4 2 11 .1 

5 (Diversi f ied) 4 22 2 

Total 18 100.0 

Shapero ( 1984) strongly support the need lo grant a \enlure effort sufficicnl autonomy. To tind 
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out lhis. the respondents \\ere asked to indicate the level of autonomy new venrure units were 
granted m their fi rms on a five point scale, the responses were as shown in the Table 26 below (I 
=Least. 5 =Very High): 

Table 26: Level of autonomy granted new venture effort 

Level of autonomy Frequency Percent 

1 (Least) 2 11 1 

2 4 22 2 

3 4 22 2 

4 2 11 1 

5 0Jery H~gh) 5 27 8 

Vahd Total 17 94 4 

MiSSing 5.6 

Total 18 100 0 

These responses show that v.hilc 22.2°/o felt the level of autonomy granted nc:w venture units 
o;hould be balanced. 38.9% felt at should be on the higher side \\hile 33.3% felt it should be 
limatcd This distribution of the responses is pictorially illustrated in Chart I below. 

Chart I : Level of autonomy granted nc\\ \Cnturcs 

Level of autonomy 

Level of autonomy 

Sid Oev •1 '' 

Me•o•32 

N•1700 

On the constitution of new venture teams. the findings were as sho,-.n in Table 27 bclo..-.. ll shO\\S 

that. blending and complementing skills from various functional areas is the most preferred 

consideration follow by a need to involve senior management and finally skill consaderations. 
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Table 27: Constitution of a new venture team 

Issue ! Yes (o/o) ~o (%) 

~tanagers higher than functional line managers are included in the team 150 so 
Only those wtth relevant specialised kills are included 138.9 61.1 

A cross-functional ream of employees is utilised 161.1 38.9 

Further. on \enture teams. it \\'3S important to find out the role pla)ed by senior management 

(those in positions higher than functional management). The lindin~s are as show in 1 able 28. 

Table 28: Level of involvement by enior management 

I sue Yes(%) · No (o/o) 
I 

They are im·ol-.ed in the day-to-day running of the new venture '' ' JJ,J 66.7 

The} chair venture progress review meetings 72.2 27.8 

The) dra\v ne\\ venture budgets 4-tA 155.6 

The~ receive at least monthly progress reports on the ne\\ .. enture 72.2 1 :n.s 

E"en though the senior management is heavily involved in the evaluation of the \enturc. they arc 

less involved in its daily management. This supports the documemcd practice of according 

venture efforts sullicient autonom) for then to perform well. Additionally. it supports Dunn's 

( 1977) tindings that senior management cannot abdicate responsibilit). but has to monitor the 

\Cnturing activit) more closel~. 

Asked how the venture activities were actualised in terms of mode of venturing in th~: last one 

year, the highe~t number (66 7%) used joint ventures. 44.4% internal ventures. \\hile 16.7% useJ 

equally acquisitions. full-sca·e corporate start-ups and invt!stment in '>enture caprtal fund!i. These 

findings are in a harmony with the prcrequtsttes for competing, finn ·s skills and experience 

(Roberts 1980). 

Various research \\Orks outside Kenya agree that planning s~stems, monitoring s~stems and 

evaluation S)Stems of ne\" ventures should be different from the rcspecthe con\entional s~stcms 
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used in established businesses. The respondents were asked to rank the similarity of the rwo 

systems. The findings were as shown in Table 29 through 31 below. 

Table 29: Venture \ersus conventional planning y~tems 

Frequency Percent 

1 (Same) 4 22 2 

2 5 27 8 

3 3 16.7 

4 4 22 2 

5 (Very Different) 56 

Valid Total 17 94 4 

Missing 56 

Total 18 100 0 

Chart 2: Venture versus conventional planning S)Stcms 

Planning systems 
6--------------------------------~ 

\0 20 30 ~ .0 50 

Plannmg systems 

Clearly. 50% of the respondents plan for new venture efTorts u~ing the same conventional 

planning systems used \\hen planning for established lines of business. Yet according to Block 

( 1983). due to the higher uncertain()'. higher failure rates and need for commitment from 

management, the planning, evaluation and control systems for venture efTons should be 

dramatically different from the ones used in conventional business. 
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Table 30: Venture versus conventional performance evaluation systems 

Frequency Percent 

1 (Same) 4 222 

2 2 11.1 

3 3 16 7 

4 7 38 9 

5 (Very Different) 56 

Valid Total 17 94 4 

Missing 1 56 

Total 18 1000 

Chart 3: Venture versus conventional performance evaluation systems 

Performance evaluation systems 
8~--------------------------~--~ 
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Performance e11aluation systems 
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I -<;arne. 5 =Very Different 

Table 29 and Chart 3 above 5how that 44.5% evaluate the venture effort differently. while 33.3% 

evaluate it using conventional pt!rformance e\.aluation systems. ·r his is as documented in the 

literature. 
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Table 31: Venture versus conventional control systems ( 1 ,.. arne, s = very different) 

Similarity Freq uency Percent 

1 5 

2 6 

3 2 11 .1 

4 3 16.7 

Valid Total 16 889 

Missing 2 11 1 

Total 18 1000 

Chart-': Venture versus conventional control systems 
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Just as the planning systems discussed earlier. Table 31 and Chan 4 above shO\\S that a majorit} 

(61.1 %) of the respondents control for the perfonnance of venture ellorts the same ~ay they 

control established businesses. This is in contrast to \\hat is documented in the literature. 

Under staffing. it was important to find out what v.cre considered the attributes characteristics of 

successful venture managers. The responses ~ere as shown in Table 32 below. 
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Table 32: Attributes of successful venture managers 

C bar.acteristicl Attribute Yts (o/o) ~0 (~~) 

Ability to take calculated risks 83.3 16.7 
Not necessarily the new venture idea generators 44A 55.6 
Not necessaril>· successful managers of existing divisions 22.2 77.8 
Good at team building 88.9 II. I 
Politically sensitive and skilful 50 so 
Good at persuasive skills 77.8 22.2 

Clearly, team building, risk taking and persuasi\e/negotiation skills were highly regarded 

anributes. 

Research indicates the need for a variable compensation to the 'cnture team based on the actual 

performance of the new \enture. Asked whether the> paid the '<Cnture manager:; based on the 

venture· s performance. 66.7% were affirrnati\ e. 

~.3 Factors Influencing Corporate Ven turing 

To determine why the respondents exhibited the pract;ces outlined in section 4.2 abO\C, data on 

possible factors on nature of mission ~tatement (venturesome or not), reasons for' enturing. 

market share objectives. market growth objectives. venture-user need congrucnc), customer 

satisfaction levels and market entry strategies ''as collected. 

For nominal data. descriptive statistics '"as used to analyze the responses "hile for ordinal data. 

factor analysis was used. The findings are presented below. 

The respondents were asked to state the miss ion statement of their firm. This miss ion statement 

was then analvsed and coded as being venturesome (0) or not (I). The results \\ere as sho'"n in 

Table 33. 

38 



Table 33: Respon es to whether mission tatement wa venturesome or not 

Frequency Percent 

Yes 6 333 

No 10 55 6 

Valid Total 16 88 9 

Missing 2 11 1 

Total 18 100.0 

The results in Table 33 indicate that only 33.3% of the mission statements espoused \Cnlurous 

inclinations. Further. as an mdication of how \enturesome their mission statemcm \\3S. the 

respondenb were asked to indicate hm .. their tirm defined the business they were in. market. core 

products and ke> organizational values. The results ''ere as sho,,n in Table 34 below. 

Table 3-t: Business. market, product and or2ani1ational \ 'alucs 

(E lements of a missio n s tatement) 

Statement 1 Yes (Ole} No(%) 

Change is encouraged 155.6 4-L4 

Products are broadly detined so 50 

'v!arkcts arc broadly detined 55.6 44.4 

Rapid r~ponsc to events outside the firm is valued 61.1 38.9 

\Ve specialize in a few core products 83 . .3 16.7 

We~ a\e I!Stablished market niches for all our core products 183.3 16.7 

This seem to support the findings drawn from the analysis of the mission statement given C<lrllcr, 

that is majorit} of the respondent firms \\ere not venturous as indicated by the last two items in 

the Table 34 above Yet ~lac~lillan (1984) found that one of the major obstacles to \Cnturing 

success was lack of a clear mission on the part of the corporation encouraging the venture. 

Cooper ( 1979) identifies markets with a high proportion of satisfied customers as one of the 

environmental conditions that inhibit venturing. As an indication of the customer satisfaction 

levels. respondents \\ere asked to respond yes or no to a number of statements on customer 

service. The findings are tabulated m Table 35 beiO\\. 
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Table 35: Indicators of customer a tis faction levels 

Statement YesW•) NoWo) 

There are standardised ways of assessing customer satisfaction 50 1 so 
There is a helpdesk or similar arrangement dedicated to addressing customer 94.4 5.6 

queries 

StatementS on customer service are displayed in the business statement 11.1 88.9 

The firm regularly conducts customer satisfaction surveys 50 so 
Statements on customer satisfaction are made on official outgoing compan) 33 66.7 

documents 

0\erall. establishment of customer satisfaction le\els seems not a major concern to most of the 

respondents as item two on the Table 35 could be an arrangement similar to a reception desk 

available in all organisations and not a separate and dedicated support desk. 

Cooper (I 979) identifies high market grO\\lh rate as a facilitating environmental condition to 

corporate venturing. The responses on marl-.et gro'' th rate nnd market hare concerns arc 

tabulated in Tables 36. 37 and 38 belo''· 

Table 36: Responsibility for market growth 

Frequency Percent 

Functional Manager 56 

CEO/MD 8 44 .4 

Dedicated Corporate Venturing Manager 5 27 8 

Other 3 16.7 

Valid Total 17 94 4 

Missing 5.6 

Total 18 1000 

Table 37: The main market share concern of the firm 

Frequency Percent 

Protect 5.6 

Grow 15 83 3 

Valid Total 16 88 9 

Missing 2 11.1 

Total 18 1000 
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Table 38: Market growth/ hare practice 

Statement Yes (~•) I ~oWe) 

The firm measures m<ifket ;rov.th rate 44.4 155.6 

Those charged with new business development are paid a "nriable pay based on 50 50 

actual market growth rate 

There are projects going on to extend functionality of the current software S3.3 16.7 

products 

There are projects going on to develop new software products 66.7 33.3 

There are programmes going on to identify new market segments 72.2 :!7.8 

There are programmes going on to pull out from some of our current markets 5.6 94.4 

In summary. the results in Tables 36. 37 and 38 above indicate that the rcsponsibilit) for market 

grov.1h vests mostly on the top management (CEOl~to. 44.4%) foJIO\\Cd b~ a dedicated corporate 

venturing manager at ~7.8%. Further. the main concern of the majority (83.3%) ''as to gro" their 

market share. Affirmative!). the findings on statements on market gr0\\1h and market share as 

tabulated tn Table 38 indicate an overall desire and attempt lor/at grO\\Ih. 

Roth,.,.ell ( 1972) amongst others isolate the venture user-need congruenc) as a facilitathe 

environmental factor to venture success. The findings for thi.s research, as sho, .. n in Table 39. 

broadly support Rothwell' s find ings. 

Table 39: Venture user-need congrucnc} 

Statement 
Ye~ (%) :\o (%) 

Our core software products are market segment-taalored 
-., ') ,_, .. 27.8 

There is (are) (a) full-time employee(s) charged with a core responsibility of 38.9 61.1 

market research 

Our new ventures are designed on core sofhvare products 50 50 
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The responses on reasons for venturing. product/market strategy and entry strategy were analyzed 

using factor analysis for data reduction so as to remove redundant (highly correlated) variables. In 

total. there were 14 variables for the 18 cases. The responses ...,ere ordinal data with one 

representing highest influence and fhe or six least influence. Table 40 (P. 52) shows Mean and 

Standard Deviatiotu of the variables. h shows that most variables ha~e close means with 

aggressiveness of entry. stage of entf) and aggressiveness of marketing topping the list while nc'' 

product uniqueness & superiority trails the list as the least influential variable to success of 

corporate venturing. The standard deviauon sho,.,s a variance of 0.837 to the responses. To 

generate the factors. a correlation matrix was necessary and the results arc sho\l .. n as Table 41 ( P. 

52). 

Table 41 is the basis for generating factors and shows the inter-correlation among 'ariables. For 

high correlation. the number should be either close to one or minus one ''hile zero indicates no 

correlation. For example. "retain talented employees" and ··aggressiveness of entry" are highly 

correlated at 1.000 \\hilc "stage of entr~ ··and "exploit ne\\ de\clopmcnts" are not correlated at 

0.000. This shO\\S how factors are grouped together through correlation in the model. It is 

therefore \\Orth\'rhile to conduct factor anal) sis. 

The components matrix and communalities are as sho,,.n in Table 4~ on (P. 53). Extraction of the 

principal components was for those with eigen' a lues over one and the components are un-rotated 

with 25 maximum iterations for convergence. The communality is the proportion of the variable 

variation to the total variation that is involved in the factors. There is a high contribution of the 

variables to the factors; hence. all are indicated b)' a communality value higher than 71%. 
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The total variance explained (Table 43 below) show that there are six fac tors with the following 

contributions to the total variance. The six account for 88.8% of total variance and can be used to 

replace the 14 variables with only a loss of contribution to the total variance of 11.2%. 

Table 43: Total variance explained by the sit principal compontnts 

Extract•on Sums of Squared Loadings 

Component Total •fo of Variance Cumulative % 

1 3 225 23.036 23.036 

2 2.585 18.462 41 497 

3 2060 14.717 56 21 4 

4 1 848 13.203 69.418 

5 1 670 11 .931 81 .348 

6 1.039 7.419 88.767 

Extract1on Method Principal Component Analysis 

The component loadings in the componentS matrix in Table 4! (P. 53} indicate thaL. \ariables 

such as ··stage of entl) ·· loads almost equally to components one and t\\O, The same applies to 

\ariable ""di,ersdication"" and components four and fi,c. There is theretore a need to rotate the 

matrix. The "arimax-rotated components matrix with absolute value') less than 0.1 suppressed and 

the component score matrixes arc shown on Table 44 (P 54). Again. six components are 

identified with the following contributions to the total variance: 

Table 45: Tota l variance expla ined by the six rota ted principal components 

Rotation Sums of Squared Loadings 

Component Total ~.of Variance Cumulative •;. 

1 2 580 18 432 18.432 

2 2.365 16.892 35 324 

3 2 268 16.202 51 526 

4 1.822 13.015 64 541 

5 1.785 12.749 77 290 

6 1.607 11.478 88 767 

Extraction Method: Pnncipal Component Anatys•s 

The accumulated percentage variance explained is still 88 8%. This means that the model does not 
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explain 11.2% of the factors influencing corporate venturing. Using the rotated components 

matrix. the components are loaded as follows: 

CO:\tPONE:"'T 1 LOADING COMPO'IE'IT 4 1.0.\0 I~G 
E.xplo1t new developments 0.888 AggresSI\COC'i.S of COli'\' 0 859 
L~el of market research 0.822 Create entrepreneunal spint 0676 
Skill & experience at marketin~ 0.733 l'.ew product uniqueness & supc:noritv .() 638 

COMPONE'IT 2 L0\01-..G CO:\tPO'IE.:\"T S 1.0 \OI:"oG 
StaRe of entrv -0 914 Skill & expencnce in nC'.\ \Cnturc tech,.oiOI.!\ 0 ~b7 
Utilise surplus capacitv 0.885 Di .. erslfication 082-! 

CO\IPONENT 3 LOADI'IG CO~lPO~E:'IiT 6 l.OAOI:>.G 
Expenence ,,,th customer base 0 931 Retain t.Jented emplo"~"CS 0936 
Effort at user education 0 .919 A(!gressl\eness of marketin2 0;681 

These components are identified as the existence of a new venture opportunity (Component I). 

availability of resources to exploit new venrure opportunities (Component 2), 'enture user-need 

congruenc) (Component 3). aggressi.,eness at launching inno .. ati\C: products/services 

(Component 4). abilit) to leverage existing skil l base to exploit ne\" tcchnologic:s (Component 5). 

and aspiration to be a market leader (Component 6). 
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CHAPTER 5: SU~~lARY At 0 CONC l U IO~S 

This chapter presents a summary of findings on demographic data, corporate venturing practices 

and factors influencing corporate venturing. There after, the conclusions drawn from these 

findings are listed and finally the limitations of the study and recommendations for future study. 

5.1 ummary of Finding 

Demographic findings indicate that 77.8°'o of the respondents were in charge of new business 

development. thus fairly well placed to respond to the issues of concern in this stud~. A majority 

of the respondent firms (61.1 %) both developed and distributed of-the-shelf computer soft,,are an 

indication that it was in order to study both software developers and distributors in the stud). In 

addition. a majority (66.3%) had introduced three or more new soft" are products in the Ken: an 

market in the period June 200 I to June 2002, indicating their participation in corporate \Cnturing 

atle\el3 (Table I. P 54}. as per the definition of corporate venturing in this stud~ (Appendix A). 

The obJec ti..,e:s of the study were two-fold: to establish the corporate venturing practices by 

Software Development & Distribution firms in Nairobi and to identit) factors influencing 

corporate venturing b) the same firms. 

Various studies have documented the need for a supportive organisational culture. climate and 

corporate support to the success of corporate venturing. ln this study, the findings on the level of 

detail of documented job descriptions, and frequenc) of how often they are updated; the 

documented work procedures: the existence of well-defined reponing relationships; and restricted 

contact of the technical staff to senior management indicates barriers erected to the exercise of 

entrepreneurial initiative b} over-specialization and compartmentalization of jobs. They also 

indicate the bureaucratic designs in the organisations. Since few (22.2%) allocate otlicial working 

hours to the pursuit of creative ideas and the majority did not re,\ard new ways of doing things. 

this indicates change is not encouraged. However, a few utilised open door poiiC): made little use 
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of memos for communication: and utilised different employee teams for different project phases. 

which indicate a linle effort at embracing change. Further, the support available from top 

management to the new venture managers is more material and more inclined to the kno\\n. 

\\ orse still. the dominant top management styles clearl) stitle corporate venturing. Finally, on 

corporate strategy fit. the majority preferred to "stick to the knitting" or try something more 

diversified when venturing. 

Researchers have argued and empiricall) demonstrated the need to create the right context. 

structure and systems for successful corporate venturing. These are the need to grant sufficient 

level of autonomy to the venture effort: the need to ensure flexibility b) designing ~mall venture 

efforts: close monitoring b) senior management: and the need to choose the nppropriate mode of 

venturing. The study confirms these findings on the level of autonomy granted: close monitoring 

by senior management as indicated by their i"' olvement in ne" venture teams and chairing 

venture evaluation meetings while giving ample space for independence: blending and 

complementing skills from 'arious functional areas when constituting venture teams: and the 

choice of mode of venturing. The highest number (66. 7%) used joint ventures. 44.4% internal 

ventures. while 16.7% used equally acquisitions. full-scale corporate start-ups .tnd investment in 

.. enture capital fund!) given their conte.\tual settings in terms of resources. experience and 

technological know-how. 

On planning, monitoring. and evaluation ofthe venture effort. other research \vorks indicates that 

higher uncertainty. coupled with all its related problems face a new venture as opposed to the 

existing businesses. Control S) stems that balance between improving fiscal and management 

discipline than force venture managers to produce according to a set of projections made in 

ignorance are recommended. Planning based on opportunity seeking approach as opposed to 

resource-rationing approach; evaluation based on ability to perform or adapt to e\ents rather than 

an uncertain plan: and recognition of the benefits of learning are the revered corporate .. enturing 
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practices. Hence planning, monitoring and evaluation systems of new ventures should be different 

from the respective conventional systems used for established businesses. This study on the other 

hand indicates that a majority of the finns plan for ne\',.' ventures using the conventional planning 

methods used for existing lines of business: an equal proportion evaluate the new venture 

performance just like the existing businesses or differentlv· and the control S\stems are usuallv ... - ~ " 

similar to those of existing businesses. 

Everything is at a pnce and staffing and rewarding a 'enture activity is no diiTcrent. Other 

research works indicates that successful venturers take calculated risks and arc not necessarily the 

knO\\ n managers: they exhibit linle dedication to the venture effort; arc usuall) from low 

positions: team builders: politically skilful: and enjo)ed special rewards stntclllre. For this )tUd). 

the most dominant anributes for a successful venturer were team building. ri:)k taking and 

persuasive/negotiation skills. Further. a majorit) used variable compeno;ation in remunerating the 

'enture team based on the perlormance of the \enrure. 

Ho'' then can one c:-.plain the overall lack of the supportive entrepreneurial culture. climate: the 

existence of the empirically espoused practices on structure and design of a 'cnturing effort; 

planning for, evaluating and controlling new venture efforts just like other busincs~cs; and 

staffing and re,.,arding these efforts as concluded above? 

Fe'' values \enturous inclinations and capture it in their mission statements. Establishment of 

customer satisfaction levels seems not a major concern to most of the respondents and it can be 

argued therefore most of the players are largel} unaware of the gold mines out there. Yet. the 

responsibility for market growth in most of the respondent finns was vested on the top 

management and the concern of the majority was to grow their market share! 
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5.2 Conclusions 

On the overalL the supportive entrepreneurial culture. ct1·matc d 1 •-· an support are ac"mg as a 

practice in soflv,are dc,elopment and distribution in Kenya. 

The empirically espoused practices on structure and design of a venturing effort arc clearly at play 

in soft,,are development and distribution in Kenya. 

In terms of planning, e\aluating and controlling a ne'' \enture acti\it}. the practice in sofh,are 

development and distribution in Kenya seems to be "plan the ''ay \\C know best. evaluntc more or 

less the same , .. ay and control the \\8) it has alwa}s \\Orked for us"! There is a" ide inconsistency 

in findings bet\\een this study and others on this issue. 

Further. this research confirms the findings of other research works, as summarised on section 5.1 

above. on staffing and rewarding the venture team in softv-.are development and distribution. 

Even though the respondents largely concur that venture user-need congruenc} is a facilitative 

environmental factor to venture success, efforts to actualise this is lacking as indicated by little 

concern '' ith the satisfaction levels of customers and market research. 

Large I). these practices seem to be e'\plaincd by lack of market re .. earch to idcntif) ex ISle nee of 

new ~·enture opportwutu!s. Limited re.<;ources to exploit new ,·enture opportunitie.\. lO\\ n!llture 

user-need congruenc) due to market ignorance, diminished aggressinme.u at launching 

imlo,·atn·e products sen·ices due to organisational cultures and S)Stems that accord limited space 

to entrepreneurial pursuits. inability to lererage existmg skill bcne to explmt new teclmologieJ. 

and a frighten ing lack of mpiration to be market leaders. All of which are the factors this study 

identifies as influencing the success of corporate venturing in software development and 

distribution in Nairobi. 
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5.3 Limitations and Recommendations 

Th1s research was rather broad and lacking in terms of the level of detail it could go into given it 

two broad objecuves and the limited resources that were at the disposal of the researcher. 

Findings that are more concrete can be drawn if a study focussing one area only e.g. staffing and 

re,,arding venture effort, culture, climate and support amongst others is conducted. 

Due to time constraints amongst other factors. the eighteen respondents drawn from a population 

of 172, even though the population ''as not ,.,.ell defined for reasons cited in sample design 

section. limits the lc\el of confidence with which the findings of this rc carch can be generalised 

to the entire population. 

The reluctance of some corporate managers to respond. for c!Xamplc! one leading 'endor of 

statistical analysis ~oft,.,. are who would be expected to be a£ the heart of championing research. 

lead to the low response rate of 5 I ~'o by standards elsewhere. 

It would be highly inspiring for example to find out why most of the respondents in this 

study plan for, control and evaluate new venture efforts u~ing similar systems they employ 

to the existing lines of business, yet literature from outside Ken~ a indicates othemise. 
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APPENDICES A D TABLE 

Tables 

Table 1: Levels of Corporate Ventures 

LEVEL DESCRIPTIO~ 

I 1\ew enhancements to current productstservices (not really venturing- lowest point 
on scale) 

2 
1 "iew productS/sen ices that could be sold to current customcrslmarkets '' ithin 2 
· years 

3 Existing productsiservices that could be sold to ne'" customers/markets v.ithin 2 

years 

4 New product or service concepts that can be sold to current markets but ,.,.ill take 

I more than 2 years to reach commercialization stage 

5 !'<e'' productsJsel"\lices that are really unfamiliar to the tirrn but are already being 

produced .md sold to unfamiliar markets by other tirms 

6 Product/service concepts that do not exist today but which could be developed to 

replace current products services in current markets or create entirely new markets 

Table 2: Summn ry of Literature Review 

'0 I PRACTICE/F \CTOR A." D ITS OPERA TIOi'i AL CO:'iCEPJ'S/V,\RIAilLf ~ 

I. CUL TLiRE. CLI.\-IA TE AND SCPPORT 
-

a) Change culture (Schon 1966, Maidique 1980, Quinn and Mueller 1963, Halvacek & 

Thompson 1975) 

b) Level of bureaucracy (Kanter 1983) 

c) Le\:cl ofspecialization of jobs (Kanter 1983) 

d) Level of suppon by senior management (Mac~1illan et at 1984) 

e) Top management style (Kanter 1982, Maidtque and Heyes' 1984, Roberts 1980) 

f) Corporate strategy fi t (MacMillan, Blocks and Subba 1984) 

2. STRATEGY AND ENVIRONMENT 

a) Venturous mission statement (MacMillan et at 1984) 

b) Relatedness of venture initiative (Fast 1979) 

c) Rate of new product introduction by the firm (Cooper 1979) 

d) Customer satisfaction levels {Cooper 1979) 

e) Market growth rate (Cooper 1979) 
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f) Market share (MacMillan and Day 1985) 

g) Venture-user need congruency (Rothwell 1972, Cooper 1979, von Hippe! 1979, 

Maidique and Zirger 1984) 

3. PRODUCT~RKETSTRATEGY 

a) Product uniqueness and superiority (Cooper 1979, Maidique and Zirger 1984) 

b) Level of marketing research (Cooper 1983) 

c) Skill and experience at marketing (Rothwell 1972, Cooper 1983) 

d) Skill and experience in technology (Cooper 1979) 

e) Experience wuh customer base (von Hippel 1979) 

f) Effon at user education (Rothwell 1974) 

4. ENTRY STRATEGY 

a) Aggressiveness of entry (Biggadike 1979, ~lac~lillan and Day 1985, Cooper 1979) 

b) Aggressiveness of marketing (Hobson and :VIorrison 1983) 

c) Stage of entry (~taidique and Zirger 1984. Cooper 1979) 

d) Mode of venturing (internal. JOint "enture etc) (Robens 1980. Fast 1981. Mnc~lillan ct 

al l984. Kla"ensetal 1984) 

5. STRUCTURE A~D DESIG'-1 OF VENTLRI1\G EFFORT 

a) Autonom~ of venture unit (Shapero !984) 

b ) Composition of venture team (Hill and Havecck 19i:!. Robens and hohman 1972, 

Roberts 1980) 

c) Size of venture divisionfunn (Roberts 1980, Shils ct al 1983. ,\itaidiquc and llu~ cs 

1984) 

d) Level of involvement by senior management (Dunn 197i) 

6. PLA'lNil'.G, MO'JITORING AND EVALUATION OF VE:--:TURES 

a) S•milarity of venture planning systems to com:entional planning systems (Bicok 1983. 

Block and MacMillan 1985) 

b) Similarity of venture control systems to conventional control systems (Vesper and 

Holmdah 1983) 

c ) Similanty of venture e\aluation systems to conventional performance C\-aluation 

systems (Shapero 1984, Quinn I 979) 

~ . -STAFFING AND REWARDI~G VENTURE ACTIVITY 

a) Level of dedication of venturer to the venture (.,.on Hippe! 19ii) 

b) Personal characteristics of venture managers (Block 1985) 

c) Level of personal stake of venturer in venture (Shapero 1984) 

d) Use of variable compensation (Fast and Pran 1984) 

e) Attitude of \ocnturer to venturing (von Hippe! 19i9) 

I) Rate of invohement in ventures, Klavens et al 198-t) 
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Table 40: Mean and Standard Deviations 

Statistics 

N 

lstd Valid I MlSSinq Mean DeVIa!IOn OJVerslflcallOn 18 0 2 28 1 274 
Explott new developments 16 2 206 1 436 
Create entrepreneunal sp1nt 16 2 3 19 1 167 
Reta n talented employees 17 1 2 59 1 502 
Utilise surplus capaCity 15 3 260 1 183 
New product untqueness & supenonty 17 1 1 59 1 278 
Level or market research 17 1 253 1 281 
Sktll & expenence at marketing 17 1 200 1 061 
Skill & expenence n new venture technology 16 2 2 31 1 078 
Expenence Wlth customer base 17 1 235 1 498 
Effort at user educatton 1- 1 2 59 1 228 
Aggressiveness of entry 16 2 444 892 
Aggress•veness of marketmg 16 2 3 75 1693 
Stage of entry 16 2 4 25 856 

Table ~1 : Correlation M atrh: 

Var1 I Var2 I Var3 Var4 I Var5 I Va~ Var7 I Var8 Var9 I Var10 Vern Var12 Var13l Var4 
::~a.caoon tvar1) 1 000 -130 • 156 3871- 172 t 063 - 116 116 543 320 068 053 077 385 
~Qoil revv developments (Var2) - 130 1 000 -351 -.015 - 291 - 387 630 543 306 • 271 • 383 • 148 044 000 
:·ea:e e:1trepreneunal sptr•t (Var3) - 156 -351 1 000 .017 349 - 211 261 -182 • 229 • 081 -046 285 -035 -434 

=le:a:n talented employees (Var4) 387 -015 017 000 3'1 035 177 • '51 015 107 258 • 100 447 -230 

veise surplus capaoty (Var5) • 172 • 291 349 311 1 000 364 -.121 -190 • 182 • 358 • 061 -401 035 • 804 

Ne.., :>reduct <~ruqueness & supenonty (V 063 • 387 • 211 035 364 1 000 -387 • 303 -074 000 074 -500 035 - 139 

le.e of t:Jarket research (Var7) • 116 630 261 177 • 121 -387 1 000 510 363 080 -091 220 • 134 -215 

~ & expenence at markellng tVar8) 116 543 - 182 - 151 -190 -303 510 000 727 161 023 044 -358 - 172 

~ & expenence 10 new venture tecMol 543 306 -229 .015 • 182 . - 074 363 727 1000 141 020 155 -167 189 

Ex!le~nce w1th customer base (Var10 320 -271 -081 .107 -.358 000 080 161 141 1000 778 220 • 591 267 

:."011 at user education (Var11) 068 -383 -046 .258 -061 .074 -091 023 020 778 , 000 124 -380 038 

~ressr.eness of entry (Var12) 053 -148 285 -100 -401 -.500 220 044 155 220 124 1000 112 293 

Aggress:veness of markehng (Vart3) 077 044 -035 447 035 035 • 134 -358 • 167 • 591 • 380 , 12 1000 029 

S~e of entry (Var14) 385 000 -434 -230 -804 -139 -215 -112 189 267 038 293 029 "000 

Di,ersilication ( Varl) 

Exploit ne'' dc .. elopments (Var2) 

Creat.e entrepreneurial spirit {Vur3) 

Retain ulented emplo)ees (Var4) 

Utilise surplus capacity (VarS) 

New product uniqueness & :;uperiorit) (Varo} 

Le~rel of market research (Var7) 

Ski I & experience at marketing ( Vur8) 
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Skill & experience in nC\\ venture technology (Var9) 

Experience with customer base (VariO) 

Effon at user education (Var II ) 

Aggressiveness of entry ( Var 12) 

Aggressi~eness of marketing (Varl3) 

Suge of en II) ( v ar 1·4) 

Table .t2: Components Matrix and Commonalities 

Component Matrix' 

Component 
1 2 

Drvers1ftcattOn 340 380 
Explo1t new 

500 - 712 developments 
Create entrepreneunal 

- 299 - 166 spent 

Reta1n talented 
employees - 154 4 180E-02 

Utdise surplus capac•ty -717 - 231 
New product unequeness 

• 495 320 & supenonty 
Level or :narket research 500 -571 
Skill & expenence at 
marketing 706 • 380 

Sk1ll & expenence 1n new 
venture technolOgy 

695 -109 

Exoenence W1th 
customer base 

.465 707 

Effort at user education .161 6n 
Aggressiveness or entry .397 .126 
Aggressl\leness of 
marl<etmg 

-.344 -.246 

Stage of entry 486 481 

Extracteon Method Pnnetpal Component Analysos 
a . 6 components extracted 

3 4 

I 
- 121 494 

- 160 195 

470 -560 

213 416 

488 269 

1 150E-02 537 

394 • 102 

340 256 

108 452 

440 -3 48E-02 

524 -5 83E..03 
-4 74E-02 -648 

-562 8.687E-02 

-668 -103 

5 5 
485 357 

- 119 -358 

325 344 

767 -394 

6941E..02 183 

• 255 132 

217 . ~~ 
• 175 155 

127 443 

-1 34E..02 -194 

4 180E..02 • 339 

431 198 

612 - 110 

-I 49E-03 -3 22E.Q4 
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Communalities 

Extraction 
01vers1f1cat1on 882 
Exploit new developments 963 
Create entrepreneunal sp1nt 875 
Reta1n talented employees 988 
Utilise surplus capaCity 9 6 
New product un1queness & supenonty .718 
Level of mari(et research 823 
Skill & exper:ence at mari(eting 879 
Sk1D & expenence 1n new venture tectmoiOQJ 923 
Expenence w1th customer base 949 
Effort at user educat1on 876 
Aggressiveness of entry 821 
Aggressiveness of market1ng 889 
Stage of entry 925 
Extraction Method Pnnc1pal Component Analysis. 

Table 44: Rotated Components :\la trh 

Rotated Component Matnl 

1 
Exploit new developments 888 
Level of market research 822 
Skill & expenence at market1ng 733 

Stage of entry -199 

Ut1hse surplus capaCity -205 
Expenence w1th customer base 

Effort at user educauon - 114 

Aggressiveness of entry 
Create entrepreneunal spmt - 140 

New product uniqueness & -499 
supenonty 
Sk1ll & expenence m new venture 387 
technology 

D1vers1ficat1on - 191 

Retam talented employees 

Aggressiveness of marketing -159 

Extraction Method Prnc1pal Component AnalySIS 
Rota bon Method' Vanmax With Ka1ser Norma izallon 

a RotatJon converged 1n 9 tteratJons 

Component 

2 3 4 
-224 -299 • 183 

182 312 

120 
- 914 110 

.885 -124 • 237 

-206 931 
919 

-.257 859 

619 676 

.220 • 638 

-217 113 

226 186 

-.121 -611 

5 6 

476 -311 

185 
134 

HO 
129 

• 111 

115 

867 • 114 

824 326 
134 936 

681 

58 



Component Score Coefficient Matrix 

1 
OIVersLfiCatiOn -165 
Exolo•t new developments 394 
Create entrepreneunal sp111t -110 
Retalll talented employees .116 
Utihse surplus capac1ty -070 
New product un.queness & supenonty -188 
Level of market research 339 
Skill & expenence at marketing 232 
Sk1ll & expenence .n new venture technology 034 
Expenence w1th customer base o·g 
Effort at user educatJon 030 
AggreSSiveness of entry -074 
Aggressiveness of marketing -042 
Stage of entry . 116 

Extraction Method Pnnc1pal Component Analys1s. 
Rotat1on Method Vanmax with Ka1ser Normalization 

Comoonent 
2 3 4 

-012 -046 C40 
- 129 -068 -172 

309 -042 425 
059 151 -047 
381 -039 -072 
088 003 -310 
095 069 123 
097 024 -052 
076 -082 014 

-058 413 005 
·006 447 -044 
• 060 -019 479 
. 105 -251 072 
• 384 • 035 040 

5 I 6 
509 142 

- 155 106 
071 -091 

-008 614 
105 012 
139 -066 

-053 119 
229 - 173 
521 • 112 

-024 035 
-138 145 
071 - ()()4 

-012 402 
042 • 011 
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Appendix A: Definitions 

For this research proposal, Software development finn is a finn "hich panicipants in one or more stages of 

the software development life cycle. The stages of the cycle being requirement nnalysis and definition, 

system and software design, Implementation and resting, operation and maintenance _ not as n consultanc) 
per se but as the real undertaker of the stage(s). 

Software distribution firm is a finn, which makes available the computer software to the rnarl\et as an off­

the-shelf product. In between pure soft"are development and software distribution is a continuum of firms 

that participate in the software development at varying degree of each. This is so since most software 

distribution finns customise the software product to suit customer needs. 

Entrepreneurship IS creation of significant new wealth through the implementation of new concepts. It is a 

no.,el activity, which creates organisational change and economic value (Birley and ~luz)ka, 1997). 

lntrapreneurship is entrepreneurship within the confines of an established organisation. It is about growth 

and renewal. 

Corporate \enturing is the application of intrapreneurship to develop ne\\ businesses \\ithin the exasting 

rirm. ··Jn the area of corporate "enturing, there currently appears to be two major problems of definition 

definition of scope (what is corporate venturing?), and definition of success (when do ventures succeed or 

fail?)" (MacMillan 1985 P. 5) Clearly, product line extensions arc not 1.entures but introduction of new 

products is (Cooper 1983). So is creation of separate department or tJi, is ion (von Hippe I 1977. or II ill and 

Hlavaccl\ 197:!), so is the acttvlt) that \\ill take the firm mto entire!) ne'" business (Burgeri man 1983) 

Vesper ( 1984b) uses three dimensions to classify corporate intrapreneurship activities. arnely the extent 

to "h ich the act hit) is a strategic departure from the fi rrn 's current acth i ry. the extent to "htch the 

acth·ity is the result of bottom up "'ersus top do\\n initiatives, and the extent to \\hich the activity is 

assigned to an autonomous unit. 

Given the problems of defini tion of corporate venturing mentioned above, in this study. corporate 

venturing will be defined at a scale of venturing: 10 which each increment indicate an additional major 

increment in difficult) (~lacMillan and George 1985. see Table I). The scaling of definition is adopted for 

it is more accommodative of the se .. eral dimensiOns considered by \arious studies. Madique and Zirger 

(1984) point out that a prior venture failure sowed the seeds on a later spectacular success. Thus, venture 

success should not be defined only in monetary terms. 
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Appendix B: List of Computer Software and Service Firm 

I I 4th A A G Sec Computer Jokam Express Agencies 
2 I Abacus Computer Systems Ltd I Kenya Microcomputers 'Ltd 

I 3 I Academv Business Com_1)uter I Kenyava Web DesiRn Epz Ltd 
4 I Access Accounting (KJLtd Komarock Computer Services 

I 5 I Advanced Comeuter & Office S~stems I Lantech Limited 
6 African Computer Services I Lawsam Computer Services Ltd 
~ AkiliAfrica Ltd I Legend Computer Systems 
8 1 Amarco (Kenya) Ltd I Letsca Computer (K) Ltd 
9 I Amo Computer Services I Lo~itech 
10 I Aren Software Ltd Logos Svstems Ltd 
II I Astro Information Map Marco Services & Su_pP.I ies 
12 Belvoir Computer Systems Mareba Computers Ltd 
13 Beran Agencies Nairobi Mawa- Bvtc 
14 Best Computer & Office Products I Maxsoft Computer Services 
15 Betcom Computers I Memorv Masters Ltd I 
16 Beyond 2000 Services Ltd I Meteordan Computer Services 
17 Sitcom Compute;sc7vices Micro Xpen Ltd 
18 I Bull Securities Ltd I Microlan Kenya Ltd 
19 I Business Computer s;.,tcms Microsoft East Africa Ltd 
20 Calidad ComputerS' stem Mid-African lmestmcnt Co 
21 Capital Computer Svstems Ltd ~1igitec Ltd 

I 22 Capital Tcchnolo~Zics Kenva Ltd t-..1ilestone Software Ltd 
I 23 I Charm Business Serv 1ce~ Mindsmith Software Solutions 
124 I Chart Information S\ !>tems Multi Soft Ltd 
· 25 I Circuit Business Sy;tems Ltd Multimedia & Computer Sen ices 
I 26 1 Clubintemct (K) Mutual Computer Consulting Ltd 

27 Compulink Age I Nctagc (K) Ltd 
28 Computer Associates I Netedge Computers 
29 1 Computer Direct Ltd I Network Source l.td 
30 Computer Feeds Consultant Ltd Newrn Systems 
31 Computer Point (K) Ltd I Newwork Source Limited 
... .., 
.)_ Computer Pride Ltd I Niti Computers Ltd 

33 J Computer Source Poin~ l~d I No .. acom Svstcrns Ltd 
34 Comeuter Stationer~ & Suppliers Ltd I Omnitech $-.stems Ltd 

I 35 Compl Digital S~stcms I Onix Com_puter Services l.td 
36 Co-operative Development Information Centre Ltd I P M G Securities Ltd 
37 CSA Systems (K) Ltd Paz Computers 

38 Dakel Compuservice Pentrom Com~~cr Scr-. ices 

39 Data Centre Ltd I Pibas Africa Ltd 

40 Data Consultancv Services I PMG Securities Ltd 

41 Data Integration Technologies Ltd Policv \~!aster PLC 

42 Desktop Solutions (K) Ltd I Procom Com_Q_uter r Ct;hnologies Ltd 

( 43 , Dynamic Solutions I Professional_?~ft~re Solutions Ltd 

I 44 D~natech 1J1stribution Ltd Professional Tcchnolov,ic' Ltd 

45 Earth Solutions Ltd Protec Data S)'stems Ltd 
.. 1 Resource!> Interlink Ltd 46 East Africa Software Ltd 

47 I Electronic Business Solutions S PS S Kenya Ltd 

48 I Electronic Solutions Ltd Scala lEA) Ltd 

49 I Emerging Technologies Consultants Ltd Sera software (EA) Ltd 

50 Enterprise Soft\\oare Solutions Ltd Silicon Bazaar Ltd 

51 Excel Integrated Solutions Ltd Simba Technolo2Y Ltd 

52 Express Computer Consultants Skvweb Technologies Ltd 
Soft Svstems Kenya Ltd 

53 Fasons Business Systems Ltd 
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54 Fasttech Soluuons l Sott.U Supplies 
55 I Financial Aeelications Software 1 K) Ltd 

. -~oi!C<>re Kenva Ltd I 56 I Finham & Co Ltd 
• S~rtware 200 &. Beyond Ltd 

57 I Finsvstems Eat Africa . Sottware Applications Ltd 
58 I Fintech (K) Ltd Software Associates Ltd 
59 I Forrnax Computer Systems Software Desi2n Ltd 
60 Four Top Enterprises Software Di:mibutors Africa Ltd 
61 Future Technologies Ltd I Sof}~are _?trategies Ltd 
62 G- Aims Ltd Software Technologies Ltd 
63 Gateway 2000 Ltd . ~c1corn Technoloe.ies 
64 Gath ~anae.ement Ltd SPSS bst Africa ltd I 65 I Gazellenet Ltd -- ---

St.tr Con Software Services 
166 Geeks & Nerds Jaba .. u S~'tech Ltd 

67 Gem Comeuter Point Ltd Techno log~ Holding Africa Ltd 
168 Globecom {K} Ltd I Technolo~~ Strategies Ltd 

69 I Q Plus (K) Ltd I Thorn Associated Ltd 

Ld 

70 Ibis Systems Ltd Todavs Computers Ltd 
71 Icon Products Ltd Tomaz Agencies 
n Impression Computer Services Toolkit Computers 
73 I lnlinitv Resources Ltd I Topaz Applications Ltd 
7~ lnformatic Ltd I Tumkev Africa Ltd 
75 1 lnfotech Systems & Serv1ces Ltd I Turbo Computer Sen. ices 
76 Intellect Data s~.·stems & Software P"1 I Tumkc~o Africa l :d 
7i I lntcllisofi Ltd Ultimate Computc:r S-en. ices 
iS Interactive Digital Data Ltd Ve2a software Ltd 
79 lnteractave Technology Ltd I Vil.:ine. computers Lid 
80 I Interface Soft\\are Ltd I Visual lntclli~encc Svstcm 

I 81 lssakam Enterprises Willpower Communtcations l.td 
-

I 82 !tees Ltd Woodbridge com~uters Ltd 
......,_~ S I . Yotarn Svc;tcms International Ltd 83 Jafflek Computer o ut1ons 

84 James Joseph Constancy Ltd Zoomet Comouter Services Ltd 
85 Jamnadas Ramji & Co 
86 Jawchan Software Services I 
87 Jeneron Enterprises Ltd 
88 Jeneron Promotions Ltd 
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Appendix C: Data Collection Questionnaire 

THIS QUESTIO ='JAIRE HAS THE FOLLO\\ 1'\G ECTIO"S 

A. Demographic Information 
B Corporate Venturing Practtces 
C Factors lnnuencing Corporate Venturing 

h will t~e you approximately 45 minutes to complete this questionnaire. Please complete it as truthfullv 
as poss1ble. Safely keep the completed questionnaire for subsequent collection by the researcher. • 

SECTIO A: DE:\IOGRAPHIC I FOR~IATIO~ 

I) Ho\\ would you classify your position in the firm (Please uck tht appl1cable bo:r) 

[ J General Manager 
[ I Functional/Line Manager 
[ ] Other (Please specify)-----------

2) Are you in charge of ne'" business development ·n the firm (Please uck the appllcabl.: opuon) 

[ ] Yes [ ] ~0 

lf)eS. please list some of the ne\\ business de\elopmem tasks ~ou are responsible for 

3) Ho'" old is the firm (Please uck the applicable option) 

[ 1 Less than 6 years [ 1 6 to I 0 years [ ] Over I 0 years 

-l) IIO\\ man) full-time emplo~ces are currently emplo)ed in this firm (Please 11ck the applicable op11on) 

[ I I to 10 [ ) II to 20 [ ] Over 20 

5) !low would you classify the firm you work for in terms of softwurc development and distribution 
(Please 11ck ONE opt1on that apply) 

[ ] Sells in-house developed software only 
[ ) Sells off-the-shelf software only 
[ ) Other (Please specify)------------------

6) How many new software products. either in-house developed or otT-the-shelf. did your firm introduce 
into the Kenyan market in the period June 200 I and June 2002 (Pl~ase 11ck tht! applicable opflon) 

[ ] 0 to 2 [ ]3 to 4 [ ] More than 4 

7) What is the full package (product plus installation and training costs) selling price of the new software 
products Introduced in the question above (Please enter the amounts m KES 1n the dashes prov1ded if 
more than./ products were mtroduced, enter the pnce oft he four sold to h1ghest number OJ customers) 

Product! _______ _ 

Product 2 -------
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Product 3 -------

Product 4 -------

B: CORPOR.\.TE VENT RING PR.\.CTICE 

I) Which of the following practices are descriptive of ~our org:misational histof'. (Please uck m { 1 ;or 
ALL those that appl>~ • 

[ I Job descriptions are detailed 
[ 1 Job descnptions are documented 
[ 1 Job descriptions are updated everv \ear 
[ I ~on-managerial emplo~ees are ait~ated offictal \\Orking hours to tr: ne\v ideas 

:!} Which of the follo\'.ing is applicable to the finn you work for (Please {ICK m { J jar A Ll. tlrose that 
apply) 

[ ] Work procedures are documented 
[ 1 Reporting relationships are well defined 
[ ] Technical staff members (de\ elopers, programmers. anal~sts etc) usuall) report to Line 

\ltanagers 
[ 1 Line Mam1gers have separate office panitions 
( ]Important announcements are made through memos 
[ ] People arc encouraged to try out ne\\ things 
[ ] ~ew wa}s of doing things are rewarded 

3) Ho ·• ma.1~ reponing le'>e s are there bemeen a programmer oft ware Je,cloper <~nd the Managmg 
Director CEO (Pieau 11nter e1 count oj tlw manageri(J//ewls m tht! dush fiiOI'Idecl) 

Software development is a c)cle comprising the following main phases: requirement analysis and 
oefinition. s)stem and software design, implementation and testing. operatton and maintenance.\\ hich 
of the following best describes the execution of the C) de. for a ghen project. in the linn you wort for 
(Please ttck { J )Or ON£ that apply) 

[ 1 All the phases are performed by the same team of emplo}ees 
[ ) Different phases are performed by different employee teams 
[ ] Other {Pleas~ specify)-------------------

5) The top management can support a venture acttv1ty in several ways. How "ould you rank the 
following as some of the wa)S in which this support can be gi,en to ensure success of the venture 
(Ptease ctrcle a rank number on the nght for each statement, 1 for the most tmportallf cmcl 5 }or the 

lease tmportant) 

Budget allocation (funds and staff) 
2 3 4 5 

Indirect budget allocation (making other departments commit resources) 2 3 4 5 

Supporting venture management's proposals 
2 3 4 5 

Fonnal CEO Recognition of the entrepreneur 
2 3 ·1 s 

Stding with venture management when arbitrating conflicts 
2 3 4 5 
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6) How would you rank the following as indicators of top management style in your place of work 
(Please Circle a rank number on the nght for each statement, J for the most dommant st)le and 6 for 
the least Jommant) 

Encourages rapid attacking of problems 2 3 4 s 6 

Is more tolerant of failure 2 3 4 s 6 

Has high le\els of communication across and bel\ ... een levels 2 3 4 s 6 

Provides individual workers time to pursue their own ideas ~ 3 4 5 6 

Encourages hands-on management 2 3 4 5 6 

Vests the burden of proof on those opposed ro the new business idea 2 3 4 5 6 

7) In your view. how close should a new venturing acti\ ity be to your current core line of business 
(Please lick the applicable slot on the scale below) 

Same 

8) Ho'" much level of autonom)' are new venrure units in your firm gramed (Please ttclc the approprtate 
slot) 

Vel")- High Least 

9) Which of the follov.·ing is true regarding ho\v new venture teams ,tre constituted in )Our firm (Please 
uck { j }or ALL those that appl;~ 

l J Managers higher than functional managers are included in the team 
[ ] Only those with relevant specialised skills are included 
[ ] A cross-functional team of employees is utilised 

10) Which of the foiJo,,ing are rllustrathe or the roles or senior management (tho~e in positions higher 
than functional management) in a new .. enture management team (Pieuse ttck [ 1 }or AI./. those that 
a ppM 

[ J Arc involved in the day-to-day running of the new venture team 
[ J They chair new venture progress review meetings 
( ] They draw new venture budgets 
[ ] They receive at least monthly progress reports on new ventures 

II) How similar in your 
conventional systems 
applicable slot) 

firm are the new \Cnrure s)'stems (planning. evaluation and control) to the 
used vear after vear to run the existing lines of business (Please 11clc the .. . 

Planning S)'stems 

Performance E .. a!uation 
Systems 

Same 

Very different 

Very different 

Same 
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Control Systems 

Same Very different 

I:!) Which of the following do you consider as the anributeslchnracteristics of successful venture managers 
(Please uck [ 1 for ALL those that apply) 

[ ] Ability 10 take calculated risk 
[ J Not necessarily the new venture idea generators 
[ ] Not necessarily successful managers of existing divisions 
[ ) Good at ream building 
[ ] Politically sensitive and skilful 
[ ] Good at persuasive skills 

13} Which of the following modes of venturing have been emplo\ed in vour firm in the last one vear 
(Please uck [ 1 for ALL those that uppl;) • · • 

[ J Full-scale corporate start-up 
[ ] Internal ventures 
[ J Joint ventures 
[ 1 Participation in Venture Capital Funds 
[ ] .'\cquisition 

[ 1 Other (Please specify)----------------

14) Pa} for performance (variable pay) attempts 10 link pay lc.,:els increases to the performance of the 
incumbent. Do your firm pay the OC\\ :emure managers based on the performance of the \enture 
(Please lick one) 

[ ] No [ ] Yes 

15) Which of the follo""ing would you say arc true regarding the lirrn you work for (Piea.1e ttcic fll those 
that llfJply) 

[ J Engages in new enhancements to current products. sen ices 
( )Is developing ne\\ products/services that could be sold tO current customers/markets \\llhm 2 years 
[ ] Is de, eloping new customers/markets to which existing products/services can be sold v.ithin 2 

years 
{ ] Is \\Orking on new product/service concepts that can be sold to current markets but \\ill take more 

than 2 vcars to reach commercialization stage. 
) Is looki~g into new products/services that are reall) unfamiliar to the firm but are already being 

produced and sold to unfamiliar markets by other firms. 
] Is exploring concepts that do not exist roday but which could be developed to replace current 

products/services in current markets or creare entirely new markets. 

ECTION C: FACTOR L~FLUE~CI~G CORPOR\ TE VE~T RI'G 

I) Please state mission statement for the firm you work for 

2) Which of the following are true regarding the business your linn is in, market target. core products and 
ke) organisational values (Please flck [ )for ALL those that apply) 

[ ] Change is encouraged 
( ] The products are broadly defined 
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[ ] The market is broadly defined 

[ ] Rapid response to events external to the organisation is valued 
[ ] We specialize in a few core products 

[ J We have established market niches (segments) for all our core products 

3) How would you rank the following as reasons why your firm engages in new venture activities (Please 
Circle a rank number on the nght for each statement, 1 for the most Important und 5 for the ll!ast 
important) 

Diversification 
2 3 

Exploitation of new developments 2 " J 

Creation of an entrepreneurial climate in the firm 2 3 

Retention oftalented employees 2 3 

Utilisation of surplus capacity 2 . 
J 

4) Which of the following are true (Please uck [ 1 for ALL those that apply) 

[ ] There are standardised ways of assessing customer satisfaction 

[ J There is an helpdesk or a similar arrangement dedicated to addressing customer queries 
[ ] Statements on customer service are displayed in the business premises 
[ ] The firm regularly conducts customer satisfaction survey 
[ ] Statements on customer service are made on offic1al outgoing company documcms 

5) Who is responsible for market grO\Hh (Please lick [ 1 )or Ot\'E thm apply) 

[ ] Functional managers 
[ ] CEO/:VID 

[ ] i\1anager specificall) charged with new business development 

[ J Other (Please spec if_,.)-----------------

6) Which of the following are true (Please tick { 1 for ALL those that llpply) 

[ ] The firm measures market growrh rat!! 

;t 5 

.. 5 

.. 5 

"' 
5 

.. 5 

[ ] Those charged with new business development are paid a variable pa:r based on actual market 
growth rate 

7) Which of the following is true regarding your firm's market share (Please tick [ 1 for ONE that 
appl}~ 

[ ] Our main concern is to protect our current market share 
[ ] Our main concern is lO grow our current market share 

8) Which one of the following is true (Please tick [ 1 for ALL those that apply) 

[ ] There are proJects going on to extend functionality of the current software products 
[ ] There are proJects going on to develop new software products 
[ ] There are programmes going on to identify new market segments 
[ ] There are programmes going on to pull out from some of our current markets 

9) How would you weight the following as determinants of new venture success (Please c1rcle a rank 
number on the rtght for each statement, 1 for the most important und 6 for the least tmportant) 

New product uniqueness and superiority 2 3 4 5 6 
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Level of marketing research 2 3 4 5 6 

Skill and experience at marketing 2 3 4 5 6 

Skill and experience in the new venture technology 2 3 4 5 6 

Experience with customer base 2 3 4 5 6 

Effort at user education 2 3 4 5 6 

10) How would you rate the following as requirements _for succ~:Ssful new \enture activity (Please lick the 
slot that apply) 

Aggressiveness of entry 
Low High 

Aggressiveness of markeung 
High Low 

Stage of entry 
Late 

II) Which one of the following is true (Please tick [ ] for II I. those thm apply) 

[ 1 Our core software products are market segmenHailored 
' 1 There is (are) (a) full-time employee(s) charged with n core responsibility of market research 
[ ] Our new ventures are designed on core software products 

I 2) In your opinion, what factors hinder corporate venturing (pursuit of nl!w business ideas and markets) in 
software development and distribution tn Kenya 

THANK YOU VERY MUCH FOR YOUR TREASURED ASSISTANCE 
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