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Abstract 

With the rising importance of the external economic environment of organisations and open 

and collaborative innovation, the last two decades have seen an emergence of diverse literature 

streams and practitioner interpretations of business ecosystems. However, most of the scholars’ 

attention has been on ecosystems that function in the information and telecommunication 

technology industries and interactions between actors driven by economic interests. Moreover, 

business ecosystems analysis was embedded in the strategic management and organisational 

design literature, which primarily investigated the ecosystem leader using examples of powerful 

multinational corporations such as IBM, Microsoft, Google and Apple. These new powerful 

corporations significantly influenced the nature of the global competitive landscape (e.g. app 

economy), enabled the emergence of new business models (e.g. platform business) and even 

new forms of entrepreneurship (e.g. blogging and self-publishing). However, little remained 

known about the actors at the periphery of business ecosystems – that enable the functioning of 

such ecosystems - and the entrepreneurship processes that take place in the ecosystem 

environment.  

With the goal of contributing to the extant literature and creating a better understanding of the 

central factors that foster evolution, and the functioning and growth of today’s business 

ecosystems, the first project of this doctoral dissertation provides an overview of the ecosystem 

concept evolution in literature and in practice. Based on the findings of this project, this 

dissertation takes two qualitative empirical directions. To expand on the scope of the ecosystem 

concept, in the second project it looks at open and collaborative innovation processes in the 

fashion industry, analyses the role of individuals in business ecosystems and highlights the 

emergence of new forms of entrepreneurship. Following a worldwide growing startup trend and 

increased corporate engagement in diverse corporate venturing activities, the third project 

empirically investigates inter-organisational knowledge flows and value creation and capture 

processes in the innovation ecosystem environment. This dissertation contributes to the open 

and user innovation and entrepreneurship literature and provides practical implications for 

managers and entrepreneurs interested in participating in an existing business ecosystem or 

considering starting one on their own.   
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1 Introduction 

Continuous innovation has been at the core of firms’ competitiveness and survival since the 

dawn of the industrial revolution. However, capturing value from innovation in today’s digital 

economy involves different challenges to those of the industrial economy (Teece, 2018). Over 

the past two centuries, organisations in the western economy, faced very different social and 

technological challenges to those of today. They first had to learn how to compete, then to 

cooperate, and finally in the present time, they have to learn how to collaborate (Snow, 2015). 

Facilitated by rapid advancements in the information and telecommunication technology (ICT), 

organisations acquired more tools and choices to experiment with modular, complex and 

dynamic organisational forms and business models. Today, as a result, loosely interconnected 

networks of companies, organisations, and individuals, who share common interests, 

capabilities and knowledge, have started to evolve (Baldwin, 2012). This phenomenon attracted  

scholars’ attention and matured in the term business ecosystems, first introduced by Moore 

(1993) in a Harvard Business Review article, that described them as fluid organisational forms 

that unite multiple actors (e.g. customers, suppliers or even competitors) who jointly achieve 

goals benefiting all participants.  

In today’s fast-moving digital and increasingly global economy, the pressure to constantly 

innovate is high and running short on internal R&D capabilities, organisations started to 

increasingly seek sources of innovation and collaboration outside their borders making the firm 

boundaries shrink (Chesbrough, 2003a). Hence, companies, who are able to develop robust 

supporting ecosystems, can leverage innovations in other industries, reduce new product 

development costs and risks and are faster to react to uncertainties in their environments 

(Williamson and De Meyer, 2012).   

Over the years the ecosystem concept became highly associated with high tech industry and 

platform business models. Such ecosystems were illustrated by the cases of powerful 

multinational corporations such as Intel, IBM and Microsoft and in recent years also Google, 

Apple, Facebook and Amazon. These organisations inevitably changed the way we 

communicate, trade, and even conduct business and led to the emergence of new forms of 

entrepreneurship. In this way, these electronic platforms democratized who, how and where 

one could launch a business. 

Such developments inspired but also threatened many large and small firms and increased their 

interest in participating in or even building ecosystems of their own. Likewise, the rapid growth 
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and influence of these powerful organisations widely attracted scholars’ attention and was 

reflected in the strategic management literature (e.g. Moore, 1993; Adner, 2006; Pierce, 2009; 

Adner and Kapoor, 2010; Williamson and De Meyer, 2012) which focused on the ecosystem 

leader and its role in the ecosystem orchestration (Moore, 1993; Gawer and Cusumano, 

2002; Iansiti and Levien, 2004). Likewise, most of the authors focused on ecosystems that 

function in the ICT industries and primarily discussed interactions between economic actors 

(Moore, 1996; Baldwin, 2012; Kapoor and Lee, 2013). However, little attention has been given 

to the role of individuals and the entrepreneurial processes that take place in the periphery of 

such ecosystem environments. 

Facilitated by the advancement in technological and societal developments, organisations are 

witnessing a change in power which is driven by the increasing capacity of an individual to go 

beyond passive consumption of goods and services to a more active participation (Heimans and 

Timms, 2014) and sharing (Belk, 2014; Smolka and Hienerth, 2015). The increase in the power 

of individuals and groups outside traditional organisational structures is extraordinary (Shirky, 

2008) and puts pressure on organisations which formerly functioned on the principles of 

hierarchy as a main tool for control and coordination (Snow, 2015). 

Shirky (2008) states, that we are facing the largest expansion in individual expressive capability 

in human history. Consequently, in recent years, the role of individuals active on social media 

platforms (e.g. Instagram, YouTube, Snapchat) became evident in many industries ranging 

from tech to fashion and from political activism to parenting. Some of these online personalities 

became very powerful and even started firms of their own. A perfect manifestation of such a 

development is Kylie Jenner, who at the age of 21 became the youngest-ever self-made 

billionaire (Robehmed, 2019) – a phenomenon that even established firms can no longer ignore.  

As organisations constantly have to evolve to maintain a fit with their environments (Miles and 

Snow, 1984), every major period in corporate history has highlighted a particular form of 

organisational design that reflects the material culture of a given time (Miles et al., 1997; 

Baldwin, 2012). In the 21st century, it seems organisations have to learn how to engage with 

the complex forms of business ecosystems, which are becoming even more complex as 

individuals and startups – not only companies and institutions – take on an active role in such 

environments.  

Here, literature streams coming from the open and user innovation field (von Hippel, 1988; 

Chesbrough, 2003a) can contribute to the understanding of the ecosystem concept. Authors in 
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this field of research have investigated a number of phenomena relating to distributed and 

collaborative innovation in a variety of industries (e.g. Chesbrough et al., 2014; Hienerth et al., 

2014). Open innovation scholars describe how companies and actors, also in traditional 

industries, can form an ecosystem and benefit from it, and that actors’ motives for participation 

can be very heterogeneous (Boudreau and Lakhani, 2013; Koenig, 2012; Moore, 2013). As 

stated by Shirky (2008, p. 14) “Society is not just the product of its individual members; it is 

also the product of its constituent groups”. Here, the advent of open source software has shed 

more light on the role that communities can play in open innovation processes, especially 

because innovation by users is more likely to take place in community settings rather than in 

isolation (West and Lakhani, 2008). However, technological advancement and the growth of 

numerous online communities did not come without issues for the focal firms. The use of open 

innovation practices proved to be challenging, since filtering vast number of user-generated 

ideas can get costly and time consuming (Pisano and Verganti, 2008; Jensen at al., 2014). In 

addition, it requires organizational change in terms of its capabilities to embrace the new 

knowledge from the external sources (Cohen and Levinthal, 1990; Teece, 2007) and 

development of intangible assets such as skills, processes, decision rules and disciplines which 

are necessary to sustain firms’ superior performance and entrepreneurial orientation in an open 

economy (Teece, 2007).  In such environments, firms might be puzzled when deciding which 

organisational design and governance style to choose - decisions that require a balance between 

control and openness (Pisano and Verganti, 2008; Jensen et al., 2014).  

Recently scholars also started to analyse entrepreneurship processes taking place within the 

ecosystem environment (Ceccagnoli et al., 2012; Nambisan and Baron, 2013) and argued that 

value appropriation in an ecosystem requires not only strategic but also entrepreneurial thinking 

(Zahra and Nambisan, 2012).  Literature streams on networks and industry clusters have also 

been dealing with knowledge and resource exchange processes in loosely linked organisations 

(Visser, 2009). Hence, the term business ecosystem has been given diverse meanings and is 

sometimes used synonymously with the term cluster, especially when referring to startup 

clusters like Silicon Valley. Since such innovation hubs (e.g. Silicon Valley, Tel Aviv or Berlin) 

gave birth to many, well-known tech startups, disruptive technologies and business models, 

they become a vital source for new business opportunities and technological outreach for 

established corporations (Chesbrough et al., 2006; Kohler, 2016). 

While corporate venturing (CV) is not a new phenomenon and waves of increased CV activity 

have been observed since the late 1960s, that, matched with the favourable economic climate 
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and booms in the traditional venture capital (VC) activity and startup IPOs, we are now 

observing a CV surge even during more uncertain economic times, namely after the 2008 stock 

market crash (Lerner, 2013). While corporate venture capital (CVC), mergers and acquisitions 

(M&A) and joint ventures have been extensively discussed by business strategy, finance and 

innovation management scholars (e.g. Dushnitsky and Lenox, 2006) in recent years we are 

seeing the emergence of more diverse CV programs (e.g. accelerators, incubators, innovation 

labs) that have enabled the incumbent firms to experiment with different organisational designs 

and tap into a larger pool of startups (Weiblen and Chesbrough, 2015; Selig at al., 2018).  

However, with all the excitement about the potential of innovation ecosystems coming from 

academia and practitioners alike, scholars argue that traditional firms can be puzzled on how to 

best participate as the approaches for value creation in ecosystems are not always the same as 

the approaches for value capture (Baldwin, 2012; Chesbrough et al., 2018). Firms may also 

struggle, since participating in ecosystems often means managing ambidexterity between 

exploration and exploitation logics, closeness and distance, and control and agility. Vast 

differences exist between incumbent firms and startups and to simultaneously add value to both, 

innovation outreach efforts need to be designed effectively considering the scope of the 

proposition, process, people, and place (Kohler, 2016). Baldwin (2012) puts forward that to 

leverage ecosystem advantage, corporate managers need to carefully consider the design of 

their organisations and how they can engage people and numerous self-governing organisations 

in ways that are beneficial for the whole ecosystem as well as for the its orchestrator.  

Thus, scholars urge that understanding value creation and value capture in such fluid and 

collaborative innovation environments requires more academic attention (Baldwin, 2012; 

Chesbrough, et al., 2018) and that managers and entrepreneurs need to develop capabilities and 

effective organisation forms to identify and explore new business opportunities within such 

fuzzy innovation environments (Teece, 2009).  

Operating in the ecosystem environment poses new challenges, as in such settings, innovation 

is happening openly, rapidly and is very widely distributed. As a result, incumbent firms often 

struggle to stay innovative and competitive within the innovation ecosystem environment. This 

dissertation aims to explore the central characteristics of business ecosystems by giving 

consideration to more heterogeneous ecosystem cases and their actors and by more deeply 

aligning the ecosystem concept with established theories in innovation management and 

entrepreneurship.   
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2 Scope and Structure of the Dissertation  

This dissertation is structured in three projects. With the goal of  expanding the current state of 

academic knowledge on business ecosystems and to derive the key characteristics on how to 

analyse the 21st century ecosystem environments, I start with a conceptual paper titled 

“Investigating the Properties of Business Ecosystem Development: A Conceptualization 

Based on Literature Streams and Case Illustrations” and provide a historical perspective on 

the development of the ecosystem term in the scholarly discipline as well as in practice. This 

project is based on two research questions: 

RQ (1): What are core characteristics of these emerging new forms of business 

ecosystems? 

RQ (2): How can business ecosystems be established, organized and managed? 

The goal of Project 1 is to understand the central factors that facilitate evolution, functioning 

and growth of business ecosystems and highlight the diversity of the business ecosystems in 

practice. It points out new and emerging ecosystem properties such as the power shift towards 

individuals, the increasing importance of creativity and entrepreneurship. This project serves 

as an umbrella for the whole dissertation and lays conceptual and theoretical foundations for 

Project 2 and Project 3. 

Since the 21st century encompasses more complex managerial problems (Teece, 2018), scholars 

are starting to encourage the use of qualitative research methods to unpack these multifaceted 

and novel challenges (Bansal et al., 2018). Qualitative research can stimulate new ways of 

seeing, challenge the existing theories and enable a shift in knowledge that is sometimes 

difficult to capture by using purely deductive methods (Bansal et al., 2018). Consequently, 

based on the insights from the first project, this dissertation takes two qualitative research 

directions, one which analyses the role of individuals in business ecosystems and the other 

which investigates the entrepreneurship and inter-organisational learning processes in the 

innovation ecosystem environment. 

In the Project 2, titled “Exploring the Characteristics of Bloggers and Their Influence on 

Business Ecosystems: Open Innovation in the Fashion Industry”, this dissertation takes a 

closer look at the characteristics of individuals and the roles they play in business ecosystems. 

This paper investigates the phenomenon of blogging in the fashion industry and its related 

effects on firms to innovate, diffuse and market new products and designs, and to respond to 
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fast-changing societal trends. It investigates a novel phenomenon, which lies at the intersection 

between marketing and open and user innovation literature and explores the role of bloggers in 

the business ecosystems through the lens of lead user and opinion leader theories.  

With bloggers captivating millions of followers and starting their own companies - are we 

seeing a power shift in business ecosystems? What role should be assigned to bloggers in the 

open innovation discussion? This phenomenon provides fertile grounds to further expand the 

lead user theory and gain a deeper understanding of the role and functioning of user 

communities in the creative industries. Project 2 raises the following research questions: 

RQ (1): What typical characteristics do individual bloggers have or develop over time 

and how do these characteristics translate to their influence in the business 

ecosystems? 

RQ (2): What role do bloggers play in the innovation management processes within 

business ecosystems? 

Based on 30 in-depth interviews with fashion bloggers and 20 interviews with firms and 

individuals active in the fashion and lifestyle industry, Project 2 empirically analyses user 

communities in the creative industry, where innovation is typically non-functional but rather 

related to elements such as design and image and where intellectual property right protection is 

low and based on norms and trust.  

In today’s economy, startups are starting to play an increasingly important role. To keep pace 

with the increasing speed of innovation, companies large and small are starting to interact with 

startup ecosystems like Silicon Valley, Tel Aviv or Berlin. However, such interaction does not 

come without frictions, since incumbent and startup culture differs, as do their approaches to 

business (Ries 2011). Thus, in Project 3, titled “Innovation Accounting and Value 

Appropriation in the Entrepreneurship Ecosystems – Perspective of a Corporate 

Investor”, this dissertation applies principal agency theory and corporate venturing literature 

and takes a closer look at the progress measurement and control practices used in the 

entrepreneurship environments and how such processes affect organisational learning. This 

project is based on the following research questions: 

RQ (1): How do corporate investors engage with and control their portfolio startups 

and does such interaction differ to that of independent venture capital investors? 

RQ (2): How do corporate investors measure the outcomes of their CV programmes? 
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Based on 109 semi-structured qualitative interviews with diverse investor organisations and 

their portfolio startups, this study facilitates better understanding of the micro foundations and 

forces affecting accounting information exchange practices and the impact it has on learning 

outcomes of firms that are engaging in the open innovation settings. This project looks at the 

in-between context, namely inter-organisational relationships and information flow. It sheds 

more light on diverse CV programmes and their knowledge management and control practices 

coming from the engagement with startups. This project contributes to academic discussion on 

the growth and survival of firms as well as providing practical suggestions for incumbent firms 

exploring the growing CV trend. The overall goal of this dissertation is to contribute to the 

open and user innovation and entrepreneurship literature by linking it to the strategic 

management literature on business ecosystems and to provide practical implications for 

managers and entrepreneurs interested in entering an existing business ecosystem or 

considering starting one on their own.   

After presenting the three research projects in this dissertation, in the final part, I discuss the 

implications of these projects on the scholarly discipline and provide suggestions for managers 

and entrepreneurs interested in utilizing the growing ecosystem trend. Table 1 summarizes the 

key building blocks and the structure of this doctoral dissertation. 
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3 Project 1: Investigating the Properties of Business Ecosystem 

Development: A Conceptualization Based on Literature 

Streams and Case Illustrations1 

 

Abstract 

With the rising importance of the external economic environment of organisations and open 
and collaborative innovation, the recent two decades have seen an emergence of diverse 
literature streams on business ecosystems. Investigating the phenomenon, some authors have 
taken a rather holistic approach and relied strongly on the ecological metaphor. Others have 
discussed and conceptualized the functioning and building components of ecosystems. 
However, research mainly focused on ecosystems that function in the information and 
telecommunication technology industries - companies such as Apple, IBM, Intel and Microsoft 
- and primarily included actors, which were driven by economic interests. Based on a review 
of current literature streams we argue that the conceptual foundation of the business ecosystems 
remains vague, making “business ecosystem” rather an umbrella term. However, there is 
increasing relevance for innovation management to understand the important properties of 
emerging and more complex forms of ecosystems. With the goal of contributing to the extant 
literature and a better understanding of the central factors that foster evolution, functioning and 
growth of business ecosystems, we provide a systematic overview of the ecosystem concept 
evolution in the literature. We draw on open and user innovation, cluster, platform and 
entrepreneurship literature to identify novel ecosystem properties. We then illustrate them by 
using prominent recent ecosystem cases and propose that increased influence of creative 
individuals, power of crowds and communities, and culture can serve as additional units of 
ecosystem analysis, and that aspects such as the role of geographical and virtual hubs and user 
entrepreneurship can add a new perspective to the understanding of the ecosystem concept. 
  

                                                 
1Hauck, M., & Hienerth, C. (2019). Investigating the Properties of Business Ecosystem Development: A 

Conceptualization Based on Literature Streams and Case Illustrations. Unpublished working paper. Previous 

versions of this paper were presented at the 13th Open and User Innovation Society Meeting, Católica Lisbon 

School of Business & Economics, Lisbon, Portugal and at the R&D Management Conference 2015, Scuola 

Superiore Sant'Anna, Pisa, Italy: Hauck, M., & Hienerth, C. (2015). Investigating the Properties of Recent 

Business Ecosystem Development: A Conceptualization Based on Literature Streams and Case Illustrations. A 

further version of this paper was presented at the 12th International Open and User Innovation Workshop, Harvard 

Business School (OUI), Harvard University, Boston, USA:  Hauck, M., & Hienerth, C. (2014).  Exploring the 

Multifaceted World of Ecosystems: Literature Streams and Recent Cases.  
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3.1 Introduction  

Facilitated by rapid advancements in the information and telecommunication technology (ICT), 

organisations acquired more tools and freedom to experiment with modular, complex and 

dynamic organisational forms and business models. In addition, the fast-moving and 

increasingly global economy puts pressure on to constantly innovate and organisations that are 

running short on internal R&D capabilities have to seek sources of innovation and collaboration 

outside their borders (Chesbrough, 2003a). As a result, loosely interconnected networks of 

companies, organisations and individuals, who share capabilities and knowledge, started to 

evolve and individual organisations no longer serve as the central unit of analysis (Baldwin, 

2012). This phenomenon attracted a great number of scholars’ attention and matured in the term 

business ecosystems. The term was first introduced in a Harvard Business Review article by 

Moore (1993), who described them as fluid organisational forms that unite multiple actors that 

jointly achieve goals benefiting all participants. Understanding business ecosystems is 

especially important in today’s dynamic and global economy. Companies that are able to 

develop strong supporting ecosystems are faster to adapt to product life cycles, can leverage 

innovations in other industries, reduce new product development cost and risks and are quicker 

in adapting to changing environments (Williamson and De Meyer, 2012).  

As a result, over the last two decades the business ecosystem concept proliferated in 

management practice and scholars’ discussion. Some authors have taken a rather holistic 

approach and relied strongly on the ecological metaphor to explain the ecosystem concept and 

its absolute advantage (Moore, 1993, 1996, 2006; Iansiti and Levien, 2004; Williamson and De 

Meyer, 2012). Others have discussed and conceptualized the functioning and building 

components of ecosystems more specifically (Adner, 2006; Adner and Kapoor, 2010; Baldwin, 

2012; Henkel et al., 2013) and tried to bring first empirical insights (Kapoor and Lee, 2013; 

Pierce, 2009). Those authors mainly focused on ecosystems that operate in the ICT industries, 

with well depicted examples of companies such as IBM, Intel, Microsoft and Apple. Such 

ecosystems have been traditionally grounded in the organisational design and strategy 

literature, organized based on the principles of modularity and IP laws and governed by 

hierarchical technology and resource leadership. Here, ecosystem literature finds close 

connections to the platform literature pioneered by Gawer and Cusumano (2002), as platforms 

emerged as an embodiment of the functionality that forms the foundation of the ecosystem 

(Iansity and Levien, 2004).  
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Recent literature, however, started to investigate the periphery of ecosystems more and 

addressed a broader network of actors (Nambisan and Sawhney, 2007), highlighted cases of 

ecosystems that span a wider range of industries (Chesbrough et al., 2014; Hienerth et al., 2014), 

including both online and offline processes and highly networked self-organizing participants 

(Nambisan and Sawhney, 2007) that are not only driven by economic incentives (Boudreau and 

Lakhani, 2013; Moore, 2013). In the case of LEGO for example, Hienerth et al. (2014) have 

described an electronic platform that includes the hosting company (LEGO), online fan and 

user communities, as well as individual entrepreneurs who co-develop innovations with LEGO. 

This case describes well how companies and actors in traditional industries can also form an 

ecosystem and benefit from it. Features from open and user innovation literature can be seen 

here. Hence, new types of ecosystems seem to emerge from interactions only between firms 

towards a more multi-actor (Jensen et al., 2014), multi-network (Nambisan and Sawhney, 2007) 

and multi-power (Heimans and Timms, 2014) related aspect of open innovation, including for 

instance individuals (e.g. users, entrepreneurs, bloggers, activists, etc.), communities and 

networks as well as traditional firms. We are also witnessing a fundamental change in power 

which is driven by the increasing capacity of an individual to go beyond passive consumption 

of goods and services to a more active participation (Heimans and Timms, 2014) and sharing 

(Belk, 2014). As a result, we see more complex cases of ecosystems such as sharing economy 

businesses (e.g. Airbnb, Couchsurfing), crowdsourcing and crowdfunding platforms (e.g. 

Innocentive, Kickstarter), ecosystems that form around a social purpose (e.g. TOMS Shoes, 

MOOC platforms), and even emergency cases such as the search for the missing Malaysia 

Airlines plane. The term business ecosystem has been given diverse meanings in diverse 

contexts and is even sometimes used synonymously with the terms cluster and platform, 

especially referring to startup clusters like Silicon Valley. Moreover, with Apple opening itself 

up to third-party application developers, recent literature started to recognize and analyse 

entrepreneurship processes taking place within such an ecosystem environment (Ceccagnoli et 

al., 2012; Nambisan and Baron, 2013) and argued that value appropriation in an ecosystem 

requires not only strategic but also entrepreneurial thinking (Zahra and Nambisan, 2012).  

This poses new challenges to managers as today innovation is happening openly, although it is 

very widely distributed. In addition, innovation also diffuses rapidly and is hard to control. 

Thus, traditional companies often struggle to stay innovative and competitive within a wide 

network of actors.  Moreover, companies that want to start and leverage ecosystems might be 

puzzled how to set them up, contribute, participate and how to manage them. These aspects 
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involve questions relating to understanding, creating and developing the multifaceted world of 

ecosystems and lead us towards our central research questions: 

RQ (1): What are the core characteristics of these emerging new forms of business 

ecosystems? 

RQ (2): How can business ecosystems be established, organized and managed? 

The goal of this paper is to contribute to the extant literature and better understand the central 

factors that foster evolution, functioning and governance of business ecosystems. Thus, the 

paper is structured as follows: we first provide a systematic overview of the ecosystem concept 

evolution in the literature. Secondly, we compare different interpretations of ecosystems, 

distinguishing between rather standard or established meanings and the recently emergent 

concept that builds more on the power of individuals and communities. For this emerging 

concept, we identify central characteristics and illustrate important factors using prominent 

recent ecosystem cases, like the disruptive innovation and rapid diffusion of massive open 

online courses (MOOCs), the emergence of sharing economy businesses such as Airbnb and 

the role of culture and creative industries in the development of the Berlin startup scene. Based 

on these illustrations, we develop propositions and conclude with theoretical and practical 

implications.  

3.2 Evolution of the Ecosystem Concept in the Literature  

3.2.1 Ecology and Firm Centricity 

Scholars’ attention to organisational environments is not a recent phenomenon. Although 

Moore (1993) pioneered the use of the business ecosystem term, the roots of linking the 

management field to the study of biological ecosystems can be seen in the early work of social 

ecologists Emery and Trist (1965), Hannan and Freeman (1977) and Aldrich and Pfeffer (1976), 

among others. They refer to natural science to explain organisational dynamics and quote 

biologists, such as von Bertalanffy (1950) who stated that the characteristic state of the living 

organism is that of an open system. Here, an open system absorbs material from its 

environment, transforms them in accordance with its own characteristics and then distributes 

them back to its environment (Emery and Trist, 1965). Applied in the management context, this 

denotes that strategy crafted only from the standpoint of the organisation - driven by internal 

focus of matching organisational capabilities to the demand of the environment - often fails to 

address the dynamics at the level of the population (Astley and Fombrun, 1983). Challenges in 
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the study of organisational change arise because the environment in which organisations 

operate is constantly changing and moving towards more complexity (Emery and Trist, 1965). 

Moreover, based on the social ecological discussion, Astley and Fombrun (1983) conclude that 

the actions of single organisations count only little in the long-term course of events and that 

organisational populations are shaped by historical, political, economic and social factors. 

Those early thoughts of the social ecologists laid the grounds for thinking in terms of systems 

in business management research and also spurred the notion of dynamic capabilities and co-

evolution.  

The mainstream dissemination of the term business ecosystems in management and research is, 

however, attributed to Moore (1993), who described them as loosely linked networks of entities 

that co-evolve capabilities and competencies around a shared set of technologies, knowledge 

and skills, constantly balancing their action between cooperation and competition in order to 

develop new product and services. Moore (1993) urges that companies should be viewed not 

as members of a single industry but as members of a business ecosystem that embraces a variety 

of industries. Consistent with social ecological thinking, co-evolution is at the core of the 

business ecosystems thinking spurred by Moore (1993, 1996, 2006), and contributed to by 

Iansity and Levien (2004) and it remains constant over four ecosystem development stages: 

birth, expansion, leadership, and self-renewal – or death (Moore, 1993). The idea of business 

ecosystems is often explained by cases such as Walmart, IBM, Intel and Apple where the centre 

of the analysis is the ecosystem leader and its network of partner firms, often governed by 

contractual agreements. Ecosystems are structured according to their core and periphery where 

hierarchy prevails. The very periphery of the ecosystem is occupied by niche players where 

new products and services are being developed and thus are critical to sustain diversity and 

innovativeness in the ecosystem (Iansiti and Levien, 2004). Other authors organized ecosystems 

by following the flow of inputs and outputs to distinguish between upstream components that 

are bundled by the focal firm and downstream components that are bundled by the firm’s 

customers (Adner and Kapoor, 2010; Kapoor and Lee, 2013).  

3.2.2 Modularity and Platforms 

The concept of modularity (Baldwin and Clark, 2000), is fundamental to ecosystem 

understanding and evolved in parallel to other research dealing with and defining ecosystems. 

This stream of research addressed the challenge of large companies in the late 90s and early 

2000s to organize the technological interaction between actors cooperating for innovation and 
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development. Large companies like IBM needed to stay flexible and adaptive, while trusting in 

their established and historically grown organisation. One central way of achieving this was to 

design the organisation more modularly. Scholars investigating modularity argued that modular 

architecture would reduce the cost of experimenting by using novel designs, which become 

flexible and are capable of evolving at the modular level, thus creating new opportunities for 

innovation (Baldwin and Clark, 2000).  

Principles of modularity and system architecture analysis by Baldwin and Clark (2000) also 

provided important theoretical grounds for the emergence of the platform literature pioneered 

by Gawer and Cusumano (2002). And although originally grounded in the technology, resource 

and innovation management fields, this literature also has properties found in the ecosystem 

literature, namely the existence of the core firm, which through shared technologies and 

technological standards allow co-creation of specialized and complementary goods and 

services. Platforms emerged as an embodiment of the functionality that forms the foundation 

of the ecosystem (Iansity and Levien, 2004).  Here again references are typically made to ICT 

industries and companies such as Intel, Cisco, Linux, Microsoft (Gawer and Cusumano, 2002). 

Thomas et al. (2014) identify three types of leverage that happen in the platform context: 

production, innovation and transaction. Subsequently, platforms can also take on a more 

economic role as a market intermediary, facilitating transactions between producers and 

consumers (Gawer, 2011). These platforms are also referred to as multisided platforms and 

references are made to Facebook, Apple, and eBay. Most platforms can be subdivided into 

constituent parts – with both modules and rules which can be either “optional” or “core” 

(Baldwin, 2012). A fundamental question in the platform architecture, however, is choosing the 

level of openness, which involves trade-offs of adoption and appropriability (Eisenmann, 2008; 

West, 2003). Here, Baldwin (2012, p. 6) refers to modern property rights theory and states that 

a profit-seeking owner of a core component has a right to a fraction of the value added by the 

components, inferring that the free core of the platform will attract more investment by outside 

innovators than a proprietary one. 

While modularity increases flexibility and agility, co-evolution does not prevent the common 

fate of the ecosystem parts (Koenig, 2012). Dependency on others for the firm’s own success 

attracted scholars’ attention to three major risks related to participation in business ecosystems: 

initiative risks, the familiar uncertainties of managing a project; interdependence risks, the 

uncertainties of coordinating with complementary innovators; and integration risks, the 
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uncertainties presented by the adoption process across the value chain (Adner, 2006, p. 3). In 

addition, participation in an ecosystem could also pose a risk of IP loss. Literature on modularity 

addressed IP issues as a central factor for cooperation across firms and value appropriation 

(Henkel et al., 2013). As firms open up for innovation and design structures more modularly, 

the generation, control and effects of IP become more complex. In an ecosystem environment, 

firms will both give and take IP. However, by participating in such large systems, firms often 

face a dilemma because the approaches for value creation are not always the same as the 

approaches for value capturing (Henkel et al., 2013). Thus, the importance of IP protection and 

appropriability is closely linked to an understanding of ecosystems which are centrally 

organized by firms.  

3.2.3 Industrial Districts and Ecosystems 

Moore (1993) admits that his reliance on ecological metaphors might be appropriate, when it 

comes to explaining the concept of co-evolution, however, it falls short when addressing issues 

of ecosystem management and leadership, because ecosystems are managed by people that are 

bounded in a complex network of choices. While literature streams on industry clusters and 

networks have also been dealing with knowledge and resource exchange of modular and loosely 

linked organisations (Visser, 2009), there has been little cross-fertilization between the fields 

of economic geography and organisational sociology. While both acknowledge that firms are 

bounded in their environments in their efforts to achieve competitiveness, those schools of 

thought emerged in parallel with minimal cross-reference. Iansiti and Levien (2004) for 

instance, often refer to traditional Italian industries located in a close geographical proximity 

without establishing connection to economic geographers who have addressed benefits of 

complementary industries, simultaneous competition and collaboration (Porter, 1998), 

processes of self-organisation (Maskell and Lorenzen, 2004), and economies of scale arising 

from specialization (Marshall, 1920; Krugman, 1991), elements, which can all be found in the 

business ecosystem descriptions as well. Specifically, in the entrepreneurship and innovation 

context the two concepts cluster and the ecosystem have been used interchangeably (e.g. 

Clarysse et al., 2014; Fuerlinger et al., 2015). Literature on clusters considers resources and 

knowledge dependencies, but also factors such as culture, historical path dependency, social 

embeddedness, and legislative influence in the formation of regional clusters. While Moore 

(1993) analyses ecosystem evolution through four stages: birth, expansion, leadership, and self-

renewal or death, the central question of how ecosystems actually form is not investigated in 
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detail. Here, cluster literature applied in the business ecosystem context could contribute to the 

building of such knowledge. 

As the literature outlined above has shown, ecosystems traditionally have been analysed mostly 

from the perspective of the established ecosystem leader and scholars mainly discussed 

interactions between economic actors that are organized based on IP laws, modular structures, 

the power of the leader, capital and technological standards. However, this perspective only 

applies to certain types of ecosystems. Furthermore, this use of the ecological metaphor might 

be misleading: it stresses the role of ecosystem leaders and the power they pose on their 

surroundings through the possession of key resources (Moore, 1993). This interpretation 

actually contradicts the ecological thinking where such a body of control is absent or distributed 

among many actors (Koenig, 2012). 

3.2.4 Decentralization, User Innovation and Entrepreneurship 

The more recent ecosystem literature recognized that ecosystems can vary significantly with 

regards to structure and composition and started shifting the focus of analysis from the 

ecosystem core to its periphery introducing the idea of network-centricity (Nambisan and 

Sawhney 2007). Firms might be puzzled when deciding which model to choose to best fit their 

strategy and objectives. Here two issues, participation openness and governance style should 

be considered (Pisano and Verganti, 2008). In the hierarchical model of collaboration, lead 

firms have control of the direction of the innovation and have control of value appropriation. 

On the other hand, firms choosing low-hierarchy governance can share the cost and risk of 

innovation. Once it comes to openness of contributions and responsibilities, by allowing open 

participation, firms can attract a huge variety of ideas going beyond initial expertise (Pisano 

and Verganti, 2008). The recent literature on open and user innovation can further contribute 

to our understanding of business ecosystems. Authors in this field of research have investigated 

a number of phenomena related to distributed innovation systems for a wide range of industries. 

In the case of LEGO for example, Hienerth et al. (2014) described an electronic platform that 

includes the hosting company (LEGO), online fan and user communities as well as individual 

entrepreneurs who co-develop innovations with LEGO. Additionally, Chesbrough et al. (2014), 

with reference to cultural entrepreneurship in the restaurant domain (Chez Panisse), illustrate 

how ecosystems can emerge around the influential ideas of a single individual. These cases 

describe well how companies and actors in traditional industries can also form an ecosystem 

and benefit from it, and that actor participation is not only driven by the economic incentives 
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(Boudreau and Lakhani, 2013; Koenig, 2012; Moore, 2013). It is rather the case that individual 

innovators can be driven by diverse motives which can be a mixture of extrinsic as well as 

intrinsic elements. Extrinsic motivations include fulfilment of the user need, learning, skill 

development, monetary incentives, reputation and reciprocity. Intrinsic motives can range from 

fun and enjoyment to intellectual challenge, autonomy, status, social norms and altruism 

(Boudreau and Lakhani, 2009; Dahlander and Magnusson, 2005; Franke and Shah, 2003; von 

Hippel, 1988). Moreover, evidenced from open-source software projects, citizen journalism and 

Wiki contributions, it suggests that intrinsic contributors especially increase when contributors 

feel that they are part of some larger cause (Boudreau and Lakhani, 2009). Communities come 

into play as a vital element of the concept since individuals do not innovate in isolation; they 

receive significant assistance and advice from the communities they are active in. Typically, 

community support is provided for free and in return innovators tend to share their innovations 

to the community helping such innovation to diffuse (Franke and Shah, 2003). Interestingly, 

however, individuals can be part of many communities. Like in cross industry innovation, this 

increases their capacity to innovate as access to many sources of diverse knowledge provides 

better opportunities for recombination. Also, in contrast to firms, the boundaries of 

communities are leaky and there are no sanctions on members for infrequent activity 

(Dahlander and Frederiksen, 2012). These easy participatory behaviours allow tapping into the 

power of knowledge and passion of many diffuse actors (Heimans and Timms, 2014). In 

addition, communities can also play a vital role in low-tech industries such as fashion, where 

they can assist companies in the innovation of the intangible and non-functional parts, such as 

brand perception (Di Maria and Finotto, 2008). Innovation with communities can be a 

distinctive brand strategy because communities play an important role in brand’s values and 

communicative potential (Di Maria and Finotto, 2008). Firm community interaction can happen 

via direct sponsorship of staff and their efforts (West and Lakhani, 2008) and can take place in 

communities of their own creation (brand communities) or in communities of other industries 

(Di Maria and Finotto, 2008). Firm-community interaction can be driven by purely economic, 

technological or also social motives (Dahlander and Magnusson, 2005). The firm’s approach 

in the community can be of a symbiotic, “commensalistic”, or opportunistic nature.  By using 

more cooperative approaches, firms are more likely to be effective in the community. However, 

such approaches come with ambiguity about control and ownership and imply the acceptance 

of dual roles (Dahlander and Magnusson, 2005). Feelings of fairness concerning the sharing of 

value between the firm and contributors and fairness of the procedures can also be of relevance, 
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especially when user contribution goes beyond self-interest. Here, the level of identification 

with the firm and terms and conditions of the system, impact the individuals’ expectations about 

such fairness (Franke et al., 2013).  

Innovating users can occasionally also create their own firms to appropriate value from their 

innovations (Baldwin et al., 2006; Frederiksen et al., 2008).  The open and user innovation 

literature claims that the user's entrepreneurial process is of a collective nature (Shah and 

Tripsas, 2007) and that communities not only facilitate user innovation and distribution but also 

play a vital role in the commercialization of such innovation (Hienerth and Lettl, 2011; 

Frederiksen et al., 2008). The community acts as a social network that plays a crucial role in 

diffusing information about the innovation and growing the market (Baldwin et al., 2006; 

Frederiksen et al., 2008; Hienerth and Lettl, 2011). Further research in this area has been dealing 

with “user-centric” value creation processes (Hienerth et al., 2014; Jensen et al., 2014) and 

“actor-oriented” organisational forms (Fjeldstad et al., 2012). Here, the focus of investigation 

is shifting from the core of the ecosystem to its periphery. Fjeldstad et al. (2012) claim that 

“actor-oriented” organisational design is rooted in architectural principles coming from object-

oriented computer systems, artificial intelligence and the architecture of the internet. In all of 

which, control and coordination are based on direct exchanges among actors and where 

dynamic networks of relationships can be established, maintained and resolved. The authors 

propose that “actor-oriented” architecture holds three main features: “(1) actors that have the 

capabilities and values to self-organize; (2) commons where the actors accumulate and share 

resources; and (3) protocols, processes, and infrastructures that enable multi- actor 

collaboration” (Fjeldstad et al., 2012, p. 734).  

Lately, ecosystems have been analysed with regards to their resources and preconditions for 

entrepreneurship (Ceccagnoli, et al., 2012; Nambisan and Baron, 2013; Pierce, 2009). The need 

for niche know-how and relatively small value appropriation opportunities tend to attract new 

ventures and small companies (Nambisan and Baron, 2013). These companies enjoy benefits 

such as fast access to new and established markets, customers, proprietary technologies 

(Nambisan and Baron, 2013), reputation benefits and increased probability of an initial public 

offering (Ceccagnoli et al., 2012). Ecosystem entrepreneurship can also be risky if joining an 

emerging platform or building on technologies or designs which have still to become dominant 

in the market (Nambisan and Baron, 2013). In addition, new ventures can be driven out of 

business by the entry, subsidization, product design, and pricing decisions of the core firm 

(Pierce, 2009). Entrepreneurs tend to explore opportunities within boundaries of the ecosystem 
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as well as outside of it in parallel (Nambisan and Baron, 2013). Thus, value appropriation in an 

ecosystem requires not only strategic but also entrepreneurial thinking (Zahra and Nambisan, 

2012).  

As a potential downside, ecosystem entrepreneurs often face entrepreneurial ambidexterity, i.e. 

challenges when it comes to balancing the goals set by the ecosystem leader with the goals of 

the new venture, since success at the ecosystem and firm levels might have different meanings 

(Nambisan and Baron, 2013). Self-regulation may be even more critical for entrepreneurs 

within an ecosystem than outside: Typically, starting a new venture in the ecosystem context, 

entrepreneurs need to give-up part of their autonomy and independence (Nambisan and Baron, 

2013), which actually poses a contradiction to usual motives for entrepreneurial activity (Baron 

and Shane, 2007).   

3.3 Discussion of Old versus New Ecosystem Properties 

After reviewing diverse literature streams, we find that organisational forms and structures 

which are labelled under the term ecosystem are very heterogeneous and constantly changing. 

There are a great variety of ecosystems which can include centralized (e.g. Microsoft) and 

decentralized (e.g. Linux) organisations, companies in high-tech (e.g. Apple) and low-tech (e.g. 

Chez Panisse) industries and even a mixture of geographical and virtual forms of agglomeration 

(e.g. LEGO).  The term business ecosystem has been given diverse meanings and is sometimes 

used synonymously with the terms cluster and platform. Moreover, it can be observed that the 

emergent literature related to ecosystems is moving towards a more multi-actor (Jensen et al., 

2014), multi-network (Nambisan and Sawhney, 2007) and multi-power (Heimans and Timms, 

2014) aspect of innovation and cooperation, including for instance individuals (e.g. users, 

entrepreneurs, bloggers, activists, etc.), communities and networks as well as traditional firms. 

Nekaj (2014) states that these new and emerging ecosystems thrive on collective action and that 

they are based on key essential elements: people, purpose, platform, participation and 

productivity. The following table provides a comparison of rather established versus new 

ecosystem properties as a summary of the literature streams just outlined. The Table 2 is 

organized along the setup, organisation and maintaining of ecosystems, referring to the research 

questions outlined. It allows a discussion of important characteristics of ecosystems illustrated 

with prominent cases further below.  
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Old Ecosystem Properties New Ecosystem Properties 

Setting Up 

Firms at the core of control Individuals and communities drive setup and development. Many 

potential cores and importance of the periphery 

Extrinsic motives dominate Intrinsic motives gain importance 

Technological innovation, tools and IT User needs as basis for innovation, importance of culture and 

exchange 

Value appropriation by a keystone firm Established firms share value with startups (user 

entrepreneurship) 

Organizing  

Electronic platforms dominate Regional and community hubs in addition to electronic platforms 

Ownership and control enforced by firm; hierarchy Collaboration and sharing, self-organisation and decentralization 

Co-evolution by direct firm partners (suppliers and collaborators) Co-creation by diverse set of actors, firm-related and independent 

Contracting and law based IP Norm based IP and trust 

Maintaining 

Power of capital and resources Power of crowd, individuals and information 

Cross industry innovation Cross community innovation 

Long-term commitment Short-term participation and goals 

Importance of modularity for technological interaction New forms of modularity 

Specialization Creativity, experimentation and customization 

  

Table 2: Old and New Ecosystem Properties 

Traditionally, ecosystems have been started and organized by a firm as an alternative innovation 

strategy or means for effective lean manufacturing. Today ecosystems include interactions not 

only by rationally-acting firms but also by individuals acting on their own behalf or as members 

of a broader community. Hence, we are seeing an expanding periphery of an ecosystem concept 

and related to that the shrinking importance of one specific core. Moreover, the new types of 

ecosystems do not necessarily need to have a firm in the lead and can be spurred by large 

societal trends or even influential ideas of single individuals.  

Whereas traditional ecosystems were prompted by the focal firm to foster innovation and value 

appreciation, newer forms of ecosystems emerge because ecosystem actors, often single 

individuals, are searching for means to fulfil their needs, which are not being solved by 

traditional organisations. If such needs are of a more universal character and serve a greater 

purpose, large community engagement is fostered, reinforcing collaborative and sharing culture 
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within the ecosystem, resulting in growth and relevance. Creating entrepreneurial environments 

and opportunities for micro-entrepreneurship and new venture creation can help such 

ecosystems reach critical mass and increase long-term participation.  

Advancements in the ICT have allowed many ecosystems to form. However, technology now 

merely acts as a tool while culture is of increasing importance for the identity and meaning of 

the system. This for instance can be seen in some current ecosystems built around gaming, 

startup activity or fashion. Hence, while organizing via electronic platforms, users increasingly 

search for human interaction via communities in virtual or geographical hubs. Personal 

interaction can strengthen ecosystem benefits, especially if ecosystems are knowledge driven. 

Consequently, contracting and IP laws become less important and elements of trust and norm-

based IP are rising. Governance is often left to the ecosystem members who have the power to 

self-organize via open architecture and diffusion. Additionally, ecosystems which serve a social 

purpose have the chance to grow quickly as they can leverage both technology as well as 

increasing societal need for impact and participation.  

Since new ecosystems are low on contracting, they also benefit from short-term participation. 

This provides a whole new meaning to the principles of modularity as they can be further 

expanded over a wide network of diverse participants. Specialization of a core firm’s activities 

as well as the specialization of the niche players in their respective fields is embedded in the 

ecosystem concept. However, modularity in its new forms also invites creativity and 

experimentation with modular designs and individual expertise, thus allowing proliferation of 

mass-customization. Thus, the old ecosystem properties are not diminishing in importance, but 

are rather being enhanced by the new ones. Many ecosystems today typically represent a unique 

combination of both old and new characteristics. The possibility of combining old and new 

properties explains the high diversity of ecosystems that can be witnessed and also their 

increasing complexity. 

To summarize, we find that the increased influence of creative individuals, power of crowds 

and communities and culture can serve as additional units of ecosystem analysis. In addition, 

aspects such as the role of geographical and virtual hubs and user entrepreneurship can add a 

new perspective to the understanding of the ecosystem concept. In the following section, we 

discuss these factors in greater detail and provide case illustrations.  
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Case Illustrations 

We take a closer look at diverse and still developing cases of ecosystems, namely the disruptive 

innovation and rapid diffusion of MOOC platforms (Massive Open Online Course platforms), 

emergence of sharing economy businesses, such as Airbnb and the role of culture and creative 

industries in the development of the Berlin startup scene. We believe these examples reflect 

well the current entrepreneurial and societal development trends, exemplifying new avenues 

for ecosystem research and practice. The overview and following comparisons (Table 3) in 

addition to the analysis of literature from above work as the basis for defining propositions on 

how to develop and manage ecosystems.   
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 MOOC platforms Airbnb Berlin Startup Scene 

Individual and 

his/her creativity 

 Initiated by influential ideas of 
individual professors 

 Not only professors’ academic 
but also creative and 
communication skills matter 

 Lead users and influencers 
contribute to forum discussions 
and regional hub building 

 Udacity’s personal coach 
program 

 

 Personalized stays in private 
homes, organized by 
individuals 

 “Superhosts” act as innovators 
 Prominent founder figure, 

Brian Chesky 
 

 Internet heroes 
 Serial entrepreneurs 
 Creative class: art, tech, and 

business professionals 
 Bloggers 

User needs and 

entrepreneurship 

 Need for affordable and flexible 
education 

 Professor (as user and 
developer) becomes 
entrepreneur 

 Complementary services 
 Coaching 

 Need for affordable 
accommodation 

 High rents in metropolitan 
cities 

 Micro-entrepreneurship 
 Ecosystem entrepreneurs 

provide complementary 
services 

  

 Need for independence and self-
fulfilment 

 Employees of successful tech 
companies start their own firms 

 Incubators and accelerators 
actively search for needs and 
trends to fuel ecosystem 
 

Power of crowds 

and communities 

 Free access fosters mass 
participation 

 Interaction and knowledge 
sharing enabled by technology 

 Learning meetups organized by 
students for students 

 User collaboration via forum 
discussions 

 Coursera’s crowdsourced global 
translator program 

 Universities gather big data on 
learning patterns 

 Professors grant access to 
proprietary content, without 
existence of accurate IP laws 

 Sense of belonging 
 Trust in Airbnb user 

community 
 Self-organisation via user 

reviews 
 Modular and asset-free 

business structure allow fast 
international expansion 

 Word of mouth marketing 

 Self-fulfilling expectations of 
members 

 Incubators, accelerators and co-
working spaces 

 Underground themes driving 
community development 

 Alumni networks and reliance 
on social capital 

 Reputation building 
 Learning by doing 
 Fast feedback loops and beta 

testing 
 Cross community innovation: 

technology meets arts 
 Experimentation 

 

Culture 
 Social innovation 
 Sharing culture 
 Actor implied collaboration in 

creating social good 

 

 Social and ecological trends 
 Young and hip culture 

disrupting traditional hotel 
industry 

 Creation of a movement 

 History and free spirit of the city 
 Young and hip culture 
 Electronic music 
 “Not afraid to fail” motto 
 International DNA 

 

Geographical and 

virtual hubs 

 Platform content providers 
 Social media channels 
 Google Hangouts 
 Local learning hubs 
 Personal coaching 
 “Meet the Professor” initiatives 

 One electronic platform 
supported by: 

 Local communities 
 

 Berlin city:  
 Central geographical location 
 Incubators, accelerators, and co-

working places 
 Knowledge hubs in 

geographically disperse 
academic institutions 

 Industry events 
 

Modularity 
 Content modularity allows 

customization and 
recombination of knowledge 
and education 

 Modularity of resources 
allows diversity of 
experiences that are easy to 
create and share 

 Fast scaling 

 Availability of freelancers, 
bloggers, and industry 
specialists allows fast venture 
creation in response to emerging 
market opportunities 
 

Table 3: Illustrations of Ecosystem Properties 

The introduction of a single individual as an active member of an ecosystem is the largest shift 

from the traditional to the new ecosystem literature. In the case of Airbnb, for example, 

individuals are not only users but also active service providers (micro-entrepreneurs). In the 
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case of MOOC platforms, although being formally linked to academic institutions, professors 

are the driving force of the content creation and user engagement. In this instance, not only 

theoretical knowledge, but also creativity and interpersonal skills play a role. MOOC students, 

on the other hand, by participating in a course, are also influencing its creation via discussion 

forums, or by allowing big data collection for further course improvement. Similarly, the Berlin 

startup scene shows the historic importance of individual internet entrepreneurs as role models 

who managed to start off a whole new entrepreneurship movement in Germany. Thus, we can 

formulate a first proposition that takes this importance of individuals within their community 

and ecosystem into account:  

Proposition 1: The development of ecosystems depends on the activities of individuals 

within their respective peer communities. The speed of emergence is influenced by 

individuals who materialize the needs of a larger community of peers.  

A second important observation from the case illustrations is that ecosystems provide 

frameworks for members to co-develop and co-grow, permitting new firms and startups to enter 

and build on the original core, grow rapidly and stay competitive in the long-run. Thus, the 

organisation and management of ecosystems in the mid- to long-term heavily depends on the 

opportunity and possibility of user entrepreneurial activity as well as additional value creating 

activities within the community, built on sharing values and culture. The case of Airbnb serves 

as a perfect example, because from the very start the company was built on the principle of 

allowing consumers to also become producers of the service (prosumers) who were able to 

participate in individual revenue creation. Airbnb founder Brian Chesky claims, "What the 

sharing economy did was create a third category: people as businesses” (Kessler, 2014). As the 

company expanded, its users saw business opportunities in removing the hurdles of property 

administration for other hosts and guests and started offering complementary services 

cooperating with Airbnb or even used Airbnb as a platform to build their entire business on. 

Through such ecosystem activities, the overall Airbnb footprint grew. In Berlin user 

entrepreneurship is taking form in equity sharing between company builders (e.g. accelerators, 

corporate venture capitalists, incubators) and individual entrepreneurs who choose to start a 

new venture in such settings. Equity sharing and services for equity (e.g. media-for–equity) not 

only align motivation of all parties, but also increases their future connectedness while reducing 

the liability of newness.  
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Understanding and responding to cultural and societal trends increases firms’ ability to mobilize 

a much wider community of people and can become a vital element of the ecosystem growth. 

All three ecosystems clearly exemplify that their success and fast diffusion was grounded in 

deeper societal trends. MOOC platforms, for example, by radically redefining who can enrol in 

college courses, emerged as a major social innovation, stimulating media attention, students’ 

curiosity and putting peer pressure on universities to participate. Berlin, referring to its history 

of isolation during the period of Cold War, made its name as a city of freedom with vibrant 

alternative and international culture where experimentation and entrepreneurial ideas flourish. 

Airbnb was able to leverage the global trend of going more local and sustainable, while 

addressing the economic challenges posed by the global downturn in 2009. The company has 

positioned itself as young, hip, and personal, with Brian Chesky claiming that Airbnb is not just 

a company, but “a movement” (Hempel, 2012), it was able to successfully combine old power 

rules, such as commerce with new power rules, such as collaboration. Thus, we can formulate 

the following set of propositions, addressing ecosystem entrepreneurs, interaction between 

members of the ecosystem and the emerging shared culture:  

Proposition 2: The growth and establishment of ecosystems is influenced by:  

2a) the interaction, communication and monetary value sharing between all its 

participating actors.  

2b) the ecosystem entrepreneurs supplying new products and technologies demanded 

by community users and not supplied by existing firms.  

2c) the emerging culture and trends developed by all groups of participating actors.  

A third important observation is the dependence between off-line and on-line components. 

While all three cases were powered by advancement in ITC industries and communication and 

self-organisation between geographically disperse participants, the importance of personal 

contact and social embeddedness seems crucial for the long-term success of the ecosystems. 

The MOOC platform providers’ efforts to motivate course completion rates can see a turn back 

to the origins of traditional education, by introducing physical “Learning Hubs” distributed 

around the world where MOOC students can meet for collaborative learning and receive private 

lessons. The importance of personal interaction seems to be especially significant in the 

ecosystems which are based on knowledge sharing. In Berlin, for example companies are 

operating in new and still emerging industries (e.g. e-commerce, mobile and web marketing), 

where knowledge is being continuously acquired and build on via collaborative efforts. Such 
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an exchange is facilitated by numerous industry events, co-working spaces, incubators and 

accelerator programs, and even close links to geographically distant research institutions.  

Modularity remains fundamental for building and expanding the new forms of business 

ecosystems, where not only design but also knowledge modularity provides multiple 

advantages. In the case of MOOC platforms, modular content design allows customization of 

individual student learning objectives and time availability, so knowledge modularity of diverse 

participants (i.e. specific sets of expertise) makes co-developing of content or building on 

someone else’s ideas possible. In the case of Airbnb, the modularity of its host offerings allowed 

one company to offer travel experience matching the needs of diverse clientele, providing 

diversity and allowing fast scaling. In Berlin, the modularity of knowledge (e.g. freelancers, 

bloggers, and industry specialists) allowed experimentation with new ideas and fast venture 

creation in response to emerging market opportunities. The capabilities of company builders, 

such as Rocket Internet, to quickly build teams of experts and place them on diverse projects 

serve as an example. However, successful functioning of such modular knowledge pools is 

based on the social networks, reputation and trust. Hence, we can formulate a third set of 

propositions, addressing the sustainability of a rapidly growing ecosystem: 

Proposition 3: The sustainability of ecosystems is influenced by: 

3a) the availability and types of hubs allowing personal interaction.  

3b) the modular structure of content, information and expertise exchanged between 

community peers.  

 

3.4 Conclusion 

Baldwin (2012) recaps that the material culture of a given time and place can be mirrored in the 

organisational design, which is then embedded in the available technology and its use among 

the participating agents. However, does the past ecosystem literature reflect the current 

technological evolution and culture of the time? After reviewing diverse literature streams, we 

argue that the conceptual foundation of business ecosystems remained rather vague, making 

business ecosystem rather an umbrella term. Moreover, it seems that the ecosystem 

phenomenon in practice is ahead of the literature. In this paper, we propose that the increased 

influence of creative individuals, power of crowds and communities, and culture should serve 

as additional units in ecosystem analysis and that aspects such as the role of geographical and 



Project 1: Investigating the Properties of Business Ecosystem Development: A Conceptualization Based on 
Literature Streams and Case Illustrations 

37 

virtual hubs and user entrepreneurship can add a new perspective to the understanding of the 

ecosystem concept. Therefore, in the light of current technological and societal developments, 

the ecosystem concept should be revised by giving consideration to more heterogeneous cases 

and by deeper aligning the ecosystem concept with established theories in management and 

economics. 

Although literature streams on open innovation (Chesbrough, 2003a) and user innovation (von 

Hippel, 1988) address many issues also relevant to business ecosystem literature, those 

literature streams have rarely been combined. Especially the role of individuals, communities 

and crowds remain vague in the ecosystem context. In addition, there is potential for cross-

fertilization between the ecosystem, cluster and platform literature. Here, ecosystem managers 

could draw on regional, economic, social, and cluster and platform formation aspects. Belk 

(2014) reminds us that while the internet age facilitated the evolution of the collaborative 

consumption and the sharing economy business models, sharing as such is a phenomenon as 

old as our civilization. When referring to human factors of business ecosystems, Moore (1993, 

p. 86) refers to Gregory Bateson, who claimed that if you can change the ideas in a social 

system, you can change the system itself. With the abandonment of the traditional wisdom that 

“we are what we own” (Belk, 2014), we might be seeing a major change happening in the 

traditional business ecosystems as well. Hence, after all the criticism of the ecological 

metaphor, we might actually see a revival of social ecological thinking. Finally, we have also 

seen that ecosystems serve as a fertile environment for new venture creation. Accordingly, a 

proper alignment of the ecosystem and the entrepreneurship literature would benefit both 

streams.  

Drawing on the rich body of existing literature, future research could look at the conditions 

which help create and foster ecosystems. Research could also question whether ecosystems can 

only grow organically (e.g. Linux, iPhone, Airbnb) or whether they can they be successfully 

acquired (e.g. Apple acquisition of Beats, Facebook acquisition of WhatsApp). While we 

primarily analysed the characteristics of novel business ecosystems, we did not address in which 

cases value creation and appropriation by its users is important and relevant. Since ecosystem 

development and value generation are not always parallel functions, future research could 

address which characteristics help ecosystems members, both core and periphery, to create and 

appropriate value.  
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Furthermore, future research could investigate the relevance of the ecosystem approach for 

solving social and humanitarian issues. And finally, with some ecosystems creating entirely 

new industries and changing how we conduct our daily lives, future research should question if 

ecosystems are beneficial to the society as a whole and what the role of legislators should be.
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4 Project 2: Exploring the Characteristics of Bloggers and 
Their Influence on Business Ecosystems: Open Innovation in 
the Fashion Industry2 

 

“The best fashion show is definitely on the street. Always has been, and always will be“ 

- Bill Cunningham 

Abstract 

This paper analyses the phenomenon of blogging in the fashion industry and its related effects 
for firms to innovate, diffuse and market new products and designs, and to respond to fast-
changing societal trends. More specifically, it investigates open and user innovation practices 
and the role that bloggers play in the creation of non-functional innovation, such as brand image 
and collective sense-making. We investigate a novel phenomenon, which lies at the intersection 
between marketing and open and user innovation literature and explore the role of bloggers in 
the business ecosystems through the lens of lead user and opinion leader theories. An empirical 
qualitative analysis is applied, which is based on 30 in-depth interviews with fashion bloggers 
and 20 interviews with firms and individuals active in the German fashion and lifestyle industry.  

Our findings show that, due to their closeness to and direct communication with average 
consumers and their extensive product use and the resulting superior product knowledge, 
bloggers can serve as both an effective marketing instrument as well as valuable source of 
innovation for focal firms. Bloggers can provide a valuable contribution to the new product 
development process, innovation diffusion and in some cases even extend the product’s or 
brand’s life cycle by re-positioning its perception in the eyes of the consumers or by introducing 
a product or a brand to a new audience. However, we also point out that each blogger differs in 
his or her lead user or opinion leader capabilities. By suggesting a typology of bloggers, this 
paper offers valuable insights for firms on how to identify appropriate collaboration partners 
and how to successfully manage and leverage their creative capabilities. The findings can be 
applied not only to the fashion industry but also to other consumer goods or creative industries, 
which are strongly driven by user insights and collective sense-making in social media. 
Theoretical contributions are made to the area of open and user innovation within a specific 
industry, development of lead user and opinion leader theory and to understanding the 
functioning of online user communities, and innovation diffusion in such communities. 

                                                 
2 Hauck, M., & Hienerth, C. (2019). Exploring the Characteristics of Bloggers and Their Influence on Business 
Ecosystems: Open Innovation in the Fashion Industry. Unpublished working paper. A previous version of this 
paper was presented at the 4th Annual World Open Innovation Conference (WOIC), San Francisco, USA: Hauck, 
M., & Hienerth, C. (2017). Exploring the Characteristics of Bloggers and Their Influence on Business Ecosystems: 
Open Innovation in the Fashion Industry. A further version of this paper was presented at the 3rd World Open 
Innovation Conference (WOIC), ESADE Business School, Barcelona, Spain and at the 14th Open and User 
Innovation Conference, Harvard Business School, Boston, USA: Hauck, M., Hienerth, C., & Scheffels, S. 
(2016). The Role of Bloggers in Business Ecosystems - Investigation of Open and User Innovation Processes in 
the Fashion Industry. 
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4.1 Introduction 

Shirky (2008) states that in the 21st century we are experiencing the largest expansion in 

individual expressive capability in human history. Consequently, in recent years, the role of 

bloggers - individuals who run online diaries on WordPress and display above average activity 

on diverse social media platforms - became evident in many diverse industries, ranging from 

independent video game developing to fashion and from political activism to parenting. 

Moreover, with the popular image sharing platform Instagram overtaking Twitter in terms of 

active monthly users (Statista, 2018), it is becoming evident that the world is thinking and 

talking in a more and more visual mode. This also explains the dominance of bloggers 

especially in the creative industries, with Marwick (2013) even suggesting that fashion blogging 

is becoming an international subculture.  

Blogosphere became so appealing because it allowed everyone despite his or her income, 

education, body shape or skin colour to actively participate in fashion (Marwick, 2013) and the 

Italian blogger Chiara Ferragni, owner of the blog-turned-lifestyle website ‘The Blonde Salad’, 

is a prime example of this development. Her Instagram channel has over 10 million followers, 

surpassing many celebrities or other significant influencers such Karl Lagerfeld3 or even Vogue 

magazine itself. Over the years, she has attracted the attention of the most renowned luxury 

brands and, although not having a formal education in fashion design, she has engaged in long-

term collaboration efforts with numerous firms and has even become an entrepreneur and 

designer in her own right. The question, however, remains as to how Chiara Ferragni, a law 

student by education, was able to become so successful and conquer a fashion world, 

traditionally governed by the “old power” rules of fashion editors, designers and critics. 

Although blogging is still a rather new social manifestation, it has already attracted scholars’ 

attention and has been studied in regard to opinion leadership (Uzunoğlu and Kip, 2014; Lee 

and Watkins, 2016) and authenticity theories (Marwick, 2013). However, bloggers’ innovative 

capabilities and firms' approaches to leveraging them have not received much attention from 

the academic community yet. From open and user innovation scholars, we already know a lot 

about user innovators, crowd sourcing and user and brand communities. However, what role 

should be assigned to bloggers in the open innovation discussion? Moreover, while theories of 

open and user innovation are well established with regard to traditional manufacturing 

industries, or industries characterized by a high degree of technological advancement and 

                                                 
3 As of February 2018, https://www.instagram.com 
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intellectual property (IP) protection, such understanding in the creative and low-tech industries 

is still not that advanced.  

Uzunoglu and Kip (2014) showed that fashion bloggers can be regarded as powerful opinion 

leaders in the online environment and that they can play an important role in the diffusion 

processes of new products. However, their empirical analysis was based on interviews with 

companies and advertising agencies only and did not address the perspective of readers and 

bloggers’ themes.  The purpose of our study is to better understand this phenomenon by 

primarily analysing individuals and their motivation to undertake blogging activity and the 

effects that their activities have on the innovation processes of the focal firms and the 

functioning of the business ecosystem at large. We hence base our investigation on the 

following research questions: 

RQ (1): What typical characteristics do individual bloggers have or develop over time 

and how do these characteristics translate to their influence in the business 

ecosystems? 

RQ (2): What role do bloggers play in the innovation management processes within 

business ecosystems? 

By addressing these research questions, we want to contribute to an ongoing discussion related 

to open innovation processes within business ecosystems, their organisation and orchestration 

and shed more light on the role that various actors and individuals play in such environments. 

This paper is organized as follows. We first review the existing literature and theories dealing 

with the integration of individuals - not formally employed by a firm - in that firm’s operational 

activities. We then explain the empirical method applied and present the findings, which are 

structured according to the individual, community and firm levels of analysis. In the discussion 

part, we summarize the results and elaborate on their theoretical and practical implications.  

4.2 Theoretical Background 

Users and their insights can play a vital role in the development of consumer goods and services, 

as shown in cases such as Procter and Gamble Connect + Develop program (Huston and 

Sakkab, 2006), LEGO Producer–User Ecosystem (Hienerth et al., 2014), and the fashion 

company ModCloth (Lapolla, 2014). This is in accordance with an important paradigm shift, 

which rests on the principle that “firms can and should use external ideas as well as internal 

ideas, and internal and external paths to market” (Chesbrough, Vanhaverbeke and West, 2006, 
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xxiv). The benefits and methods of integrating users in the new product development processes 

have been widely discussed by innovation scholars (von Hippel, 1986; Lüthje and 

Herstatt, 2004; Enkel et al., 2005). Von Hippel (1986) even argues that major innovations are 

first developed by users and only then recognized and commercialized by focal firms. These 

academic discussions frequently refer to the lead user theory, which places individual at the 

center of the innovation process, making such an approach especially interesting when 

analyzing the phenomenon of blogging. While many empirical studies have looked at the 

phenomenon of user innovation in general and found evidence in various industries (e.g. Franke 

et al., 2006; Oliveira and von Hippel, 2011; Habicht et al., 2013), more specific studies on lead 

users have looked at the commercial potential and trend leadership of innovating users with 

specific characteristics (e.g. Schreier and Prügl, 2008; Hienerth et al., 2014; Stock et al., 2016). 

From a different but related angle, marketing scholars have investigated how highly enthusiastic 

users, often classified as early adopters and opinion leaders, can play a vital role in the new 

product diffusion and are of significant relevance for a new product or service to reach the 

critical mass (Rogers, 2003; van Eck et al., 2011).  

4.2.1 Bloggers as User Innovators and Lead Users 

Von Hippel (1986) defines lead users as individuals who have two characteristics: (1) gaining 

high benefits from obtaining a solution to their needs and thus innovating, and (2) being “ahead 

of a trend” in a marketplace under study and thus experiencing needs that only later will be 

experienced by the average user population. Such innovating users are keen to obtain a solution 

to their needs and therefore contribute sufficient personal resources and time to undertake 

innovating activities (von Hippel, 1986). As a result of years of experimentation, use and 

invention in their respective fields of interest, they have built up sticky knowledge and expertise 

(Shah, 2000). Good examples for such user engagement can be found in extreme sports, where 

enthusiastic users are eager to improve the performance of the existing sports equipment to 

achieve a higher performance and the related joy of use (Franke et al., 2006). The ability to 

experience needs earlier than the general marketplace as well as having significant product 

know-how makes lead users a valuable source of information for focal firms (Urban and von 

Hippel, 1988; Herstatt and Hippel, 1992). However, firms sometimes find it challenging to 

identify innovating users who are able to come up with commercially attractive innovations. In 

their attempt to refine the lead user theory, Franke et al. (2006) investigated, whether both lead 

user theory characteristics can independently contribute to identifying commercially attractive 
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user innovations. While component (1) expected‐benefits characteristic, predicts innovation 

likelihood, component (2) the “ahead of a trend” characteristic, predicts both the commercial 

attractiveness and innovation likelihood of innovations developed by users. Lilien et al. (2002) 

support this observation by highlighting the effectiveness of innovations generated by lead 

users. They found evidence that lead user innovations go beyond mere product extensions and 

classify as major contributions, which are able to create key product lines within firms' existing 

portfolios. Especially in new and emerging markets, user innovators have a significant 

advantage over firms due to their sticky knowledge and expertise gained via intense 

experimentation and participation in user communities (Shah and Tripsas, 2016). Therefore, 

scholars suggest that firms collaborating with lead users for new product development can 

reduce innovation costs and time (Herstatt and Hippel, 1992) and increase the overall 

commercial success of the product (von Hippel, 1986). 

Over the years, von Hippel’s lead user definition has been expanded and reinterpreted by 

innovation management scholars. For instance, in the consumer goods market, Lüthje (2004) 

suggests that product-related knowledge, consumption experience, involvement and opinion 

leadership are additional lead user characteristics. Closely related to being “ahead of a trend”, 

user experience is a result of the time and effort an individual has spent in working with a 

specific product or being active in a specific domain and can serve as a good indicator to identify 

lead users (Franke and Shah, 2003; Lüthje et al., 2005; Bilgram et al., 2008).  

Scholars found that user innovators are frequently active in the fields related to their profession 

or hobby (Shah, 2000; Lüthje, 2004; Jeppesen and Frederiksen, 2006). However, while studying 

firm-hosted user communities, Jeppesen and Frederiksen (2006) found that innovative users are 

more likely to be hobbyists, an attribute which can be assumed to positively affect innovators’ 

willingness to share their innovations. They are often fans of a certain product and are typically 

motivated to innovate for the sake of recognition from the firm. In contrast to hobbyists, 

professionals focus more on using tools and not on improving them and thus they are less 

motivated to undertake innovative work related to their profession (Jeppesen and Frederiksen, 

2006). Nevertheless, people often bring work-related professional knowledge to their hobby 

fields, which explains why they can produce high-quality and highly complex innovations 

(Luthje, Herstatt and von Hippel 2005; Jeppesen and Frederiksen, 2006). 

While von Hippel’s concept of lead users suggests that the benefit gained by solving the 

experienced need is the principle motivation for undertaking the innovative activity, more 
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recent literature suggests that the anticipated monetarization of the innovation can also function 

as a way to identify lead users (Hienerth et al., 2014). When considering lead users' motives to 

innovate, intrinsic and extrinsic motives need to be considered. Extrinsic motivations - apart 

from the monetary benefits - could be social recognition among peers, skill building, signalling 

and career advancement, or the acknowledgment by the admired company. People can also be 

driven by purely intrinsic motivations, which can be related to the desire to help other 

community members, intellectual stimulation, autonomy, or the simple joy of the innovative 

activity (Bilgram et al., 2008; Boudreau and Lakhani, 2009).  

In addition, Schreier and Prügl (2008) showed that lead users exhibit innovative activities not 

only by innovating, but also by adopting new products faster and more intensively and thus can 

be highly valuable to companies beyond the idea generation process. They can contribute to the 

general product development process and serve as a positioning element for the diffusion and 

marketing of a new product or service (Schreier and Prügl, 2008), elements relevant to certain 

industries, which are primarily driven by consumer sense-making, rather than technical product 

innovation. 

However, despite 30 years of scholarly research,  the understanding of individual “lead 

userness” has remained rather fragmented and is often linked to studies in distinctive domains 

e.g. sports: kitesurfing (Franke et al., 2006) and water kayaking (Baldwin, et al., 2006), banking 

(Oliveira and von Hippel, 2011), healthcare (Habicht et al., 2013), or governmental institutions 

(Hartmann and Hienerth, 2013). There is still a limited consensus on who lead users really are 

and why they have, or develop over time, a leading edge in a given field (Schreier and Prügl, 

2008). In an attempt to better understand the nature of the lead user theory, Hienerth and Lettl 

(2016) refer to the diverse elaborations of the previous research and highlight four features that 

should be taken into consideration. Lead user definition is (1) domain and (2) trend specific, 

(3) it is not dichotomous (meaning that individuals might differ on the scale of their lead 

userness), and (4) lead userness is a characteristic, which can increase and decrease over time. 

In the essence of this explanation is the fact that not all innovative users are lead users and that 

not all product experts engage in innovative activities. Users might work on minor product 

improvements to satisfy their own unique needs, which are not necessarily relevant for the 

larger user community and experts might be “ahead of a trend” in their respective industry but 

might not have a need or motivation to innovate. As a result, only very few users possess both 

of the lead user characteristics defined by von Hippel (1986).  
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Other studies started to link user innovativeness to individual personality traits. For example, 

Stock et al. (2016) study user innovators’ characteristics over three stages of the innovation 

process: idea generation, prototype development and innovation diffusion. They find that there 

is no single personality trait, which is constant throughout the three stages. People open to new 

experiences are much more likely to have new ideas. On the other hand, introversion and 

conscientiousness are associated with effective prototyping. However, user innovators with 

such personality traits were shown to have lower probability of successful peer-to-peer 

diffusion of their innovative product (Stock et al., 2016). 

Generation and diffusion of valuable information and knowledge is another important aspect of 

lead user activity. Urban and von Hippel (1988) even suggest that, due to their trend leadership, 

lead users can be a source of information to forecast the needs of the general user population. 

In addition, lead users are able to provide their community members with valuable information 

and can function as gatekeepers, collecting and filtering knowledge from outside the 

community boundaries (Jeppesen and Laursen, 2009). Diffusion of information within 

communities has also given rise to the perception of lead users as opinion leaders, because, as 

shown by Schreier et al., (2007), lead users typically exhibit stronger opinion leadership and 

weaker opinion seeking. 

4.2.2 Bloggers as Opinion Leaders  

The opinion leadership construct is historically grounded in behavioural science and marketing 

literature and is based on the two-step flow of communication theory developed by Katz and 

Lazarsfeld (1955), which states that most people are not directly affected by mass media 

messages but are rather influenced by opinion leaders. Due to their superior knowledge of the 

topic and better access to information, opinion leaders interpret the mass media messages, 

combine them with their own experience and then put them into context for opinion followers, 

also referred to as opinion seekers. At the core of the theory is the fact that consumers trust 

more in personal communication rather than in mass media or direct marketing campaigns from 

firms. As a result, opinion leaders often act as intermediaries between firms and consumers and 

can change the attitudes and behaviours of users, which are similar to them in terms of values, 

demographics and socio-economic status (Katz and Lazarsfeld, 1955).  

In order to better understand opinion leaders, Katz (1957) suggested a set of attributes: namely, 

product competence and experience, personal values and strategic social position. Competence 

relates to the fact that opinion leaders are early adopters of innovation and as a result they 
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usually have more time to acquire the necessary knowledge about a product or service in use 

(Rogers, 1995). The fact that opinion leaders adopt innovations earlier than the general user 

population can be attributed to their central network position, which significantly increases the 

probability of being exposed to innovations in a specific domain (Goldenberg et al., 2009; 

Iyengar et al., 2011; van Eck et al., 2011). Knowledge and expertise are also significantly related 

to opinion leadership and are often gained through an increased exposure to media (Darden and 

Reynolds, 1972; Kratzer and Lettl, 2009). For instance, Summers (1970) found that readership 

of women’s fashion magazines was strongly related to opinion leadership in women’s fashion 

and Uzunoğlu and Kip (2014), who directly categorized bloggers as opinion leaders, stressed 

their efforts to keep-up with digital media advancements as a way to sustain relevance within 

their reader community. Finally, scholars suggest that opinion leaders tend to be more self-

confident (Darden and Reynolds, 1971), less predisposed to social norms, and are in general 

more innovative than the average user population (van Eck et al., 2011).  

Several demographic characteristics have been identified that seem to apply for most opinion 

leaders. Summers (1970) found that opinion leaders were younger and better educated, as well 

as having higher incomes and occupational status than non-opinion leaders. Similar to lead 

users, opinion leaders are enthusiasts in a particular domain and engage in information sharing 

with others (Bloch et al., 1986). Due to their deep interest in a topic, opinion leaders also seek 

to advance their knowledge (Goldsmith and Clark, 2008). As a result, they are also affected by 

other people, making the roles of opinion leaders and seekers interchangeable, depending on 

the domain or group of influence (Flynn et al., 1996; Bertrandias and Goldsmith, 2006; 

Goldsmith and Clark, 2008; Ertekin and Atik, 2012).  

Opinion leaders and opinion seekers are motivated by deeper psychological needs (Ertekin and 

Atik, 2012) and their interpersonal relations, can function as both pressure to conform to the 

group's way of thinking, as well as a source of social support (Katz, 1957). However, scholars 

suggest that socio-motivational bases of opinion leaders and opinion seekers can differ. For 

example, Rose and Kim (2011) argue that the need for exclusivity, social status and acceptance 

by the community are typically the motivation for opinion leaders. Ertekin and Atik (2012) 

show that enhancement of self-confidence and the need for affiliation can also be important 

motivations for opinion leaders’ activity and could explain the recent phenomenon, sometimes 

viewed as narcissistic behaviour, of bloggers. On the other hand, opinion seekers engage less 

in self-monitoring, are more incentivized by belonging to a community (Rose and Kim, 2011) 

and seek knowledge expansion and uncertainty reduction (Ertekin and Atik, 2012).  
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Social position is vital for opinion leadership. Kratzer and Lettl (2009) state that opinion leaders 

are mainly characterized by high degree centrality. This measurement refers to the number of 

direct contacts an actor has within a social network and is related to the potential 

communication an individual can engage in (Freeman, 1979). Individuals with high degree 

centrality are also referred to as hubs (Barabási and Bonabeau, 2003; Goldenberg et al., 2009) 

which have access to powerful connections and valuable information. This stands in contrast to 

the network position of lead users, who act as bridges and can be found more often at the 

intersection of social groups and communities and, therefore, show higher betweenness 

centrality (Kratzer and Lettl, 2009; Kratzer et al., 2016). Dahlander and Frederiksen (2012) also 

refer to people spanning community boundaries as cosmopolitans. This position enables the 

lead users to access sources of tacit knowledge, which is new to the group, based on the 

assumption that opinions within groups tend to be more homogenous (Burt, 2004). The higher 

degree centrality of opinion leaders, on the other hand, is essentially related to influence within 

the group (Yan, 2014), making such opinion leaders very attractive for company-directed 

marketing campaigns.  

4.2.3 Opinion Leaders in the Online Environment 

Opinion leaders are also becoming vital for firms wanting to build an authentic and trustworthy 

presence in the online user communities. In the digital age of social media platforms, Uzunoglu 

and Kip (2014) state that bloggers can be considered as digital opinion leaders as defined in the 

two-step flow theory by Katz and Lazarsfeld (1955). However, due to the potential of every 

user to delaminate the message on social media, the two-step flow communication theory 

becomes a more complex multi-step theory. Every receiver can become a potential sender, 

because after receiving information from the opinion leader he or she can respond to the 

information or even contact the firm directly (Uzunoglu and Kip, 2014; Hilbert et al., 2017). 

Here, the concept of electronic word-of-mouth (eWOM) needs to be addressed. It refers to “any 

positive or negative statement made by potential, actual, or former customers about a product 

or company, which is made available to a multitude of people and institutions via the Internet” 

(Hennig-Thurau et al., 2004, p. 39). eWOM is typically unpaid, voluntary and organic 

communication by consumers related to previous positive experience with a brand or a product. 

However, in recent years companies have also started to utilize opinion leaders in the paid 

eWOM practice, frequently referred to as “influencer marketing” (Scott, 2015). In the case of 

video blogs (vlogs), for example, it has been observed that brand perception and purchasing 
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intention have significantly increased after users watched the video, especially if strong 

viewers’ identification with video blogger is present (Lee and Watkins, 2016).  

Directly related to Instagram, Djafarova and Rushworth (2017) show that posts by celebrities 

and bloggers play an important role in reducing the perceived risk and inducing purchasing 

behaviour of their followers. This behaviour is strongly based on trust. However, while people 

might follow celebrities, they tend to trust more in non-traditional celebrities such as bloggers 

or YouTube personalities because they perceive them as more credible and are able to personally 

relate to them. However, studies show that if followers realize that a blogger post is sponsored 

by a brand, their attitudes and willingness to spread eWOM are negatively affected (Evans et 

al., 2017), making payed firm-blogger collaborations a debatable topic.  

4.2.4 User Embeddedness in the Communities and Innovation Ecosystems 

Both lead users and opinion leader constructs are embedded in the larger context of innovation 

ecosystems as individuals with these characteristics engage in word-of-mouth and information 

sharing between firms and user communities. Etzioni and Etzioni (1999) state that communities 

are being created based on two principals, a multitude of interconnected relationships among 

the participants and an assembly of shared values or common historical identity. Communities 

have various implications for their members and generally contribute to human well-being as 

well as facilitate the sense-making process (McAlexander et al., 2002). 

Brand based communities, as defined by McAlexander et al. (2002), comprise a multitude of 

relationships between the customer and the brand, the firm, the product in use and other 

customers. An example of this definition would be communities that have a special interest, for 

example, in Star Wars (Brown et al., 2003). For firms, these brand communities can be of 

special interest due to their extensive influence on members, high speed of informational flow 

(Brown et al., 2003) and access to a very loyal customer base (Franke and Shah, 2003; Muñiz 

Jr and Schau, 2005). Jensen et al. (2014) show that in the case of open innovation projects, user 

communities can also serve as a filtering mechanism to identify the most commercially 

attractive designs created by users. 

Hienerth et al. (2014), argue that peer-to-peer sharing within communities greatly contributes 

to the diffusion of innovation. In addition, innovating users receive significant support from the 

communities that they are attached to in terms of feedback, know-how or even physical 

resources. These resources are more easily accessible to user innovators and this fosters a more 
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rapid product prototyping (Franke et al., 2006). Moreover, the community can serve as a 

location for collective innovation (Franke et al., 2006; Shah and Tripsas, 2007) or as a first 

market segment that helps to generate pull effects within and also outside the community. 

Hence, user communities can also support user entrepreneurship (Hienerth and Lettl, 2011). 

Shah and Tripsas (2007) suggest that user innovators are “accidental entrepreneurs” as starting 

a profit-driven company is typically not their primary motivation. User entrepreneurship is 

common in industries, which are related to hobbies and can provide enjoyment (e.g. sports or 

parenting) and where, due to homogeneity of consumer demand, many niche market segments 

exist. It is also common in nascent and emerging product markets characterized by high 

uncertainty (Shah and Tripsas, 2007). As user entrepreneurship is of a collective nature, by 

freely sharing the first prototype of the product within user communities, user entrepreneurs are 

able to significantly improve it and reduce the development risk. They can leverage the word-

of-mouth diffusion within the community which eventually leads to a product becoming 

commercially accepted (Shah and Tripsas, 2007; Shah and Tripsas, 2016). Users are more likely 

to commercialize their innovation once they have access to distribution channels and once their 

perceived benefits of the activity exceed the cost of their time - for example, users with 

relatively low opportunity cost such as parents who take time-off to take care of their children 

(Shah and Tripsas, 2007; Shah and Tripsas, 2016). Analysing bloggers Marwick (2013) 

suggests that they can as well be regarded as entrepreneurs in their own right, as they engage 

in labour by photographing and editing outfits, creating authentic online personas and 

moderating online reader communities.  

Firms can also play a central role in creating and organizing such user communities (e.g. Harley 

Davidson or LEGO), which in return allows the firm to control the community and guide it 

towards achieving objectives favoured by the firm (West and Lakhani, 2008). Firm-community 

interaction can be especially important in creative industries such as the fashion. Company 

interaction with user communities can help companies in the innovation of non-functional and 

intangible elements such as brand perception. Firm-community interaction can even become a 

distinctive brand strategy because communities often play a vital role in a brand’s 

communicative potential (Di Maria and Finotto, 2008). 

With reference to LEGO, Hienerth et al. (2014) developed a concept of producer-user 

ecosystem. They identified three main actors within their framework: the company and its 

brand, a highly engaged user community and potential user entrepreneurs, classified as lead 
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users. They showed that a sustainable producer–user ecosystem can generate diverse benefits 

for all ecosystem players, including reduced risk for user entrepreneurship and the focal firm, 

the extension of the design space of the firm's products and the generation of buzz in a user 

community (Hienerth et al., 2014). 

To summarize the literature reviewed, we adjust the model proposed by Hienerth et al. (2014) 

and, in addition to the lead users, also integrate opinion leaders in the context of the producer-

user ecosystem (see Figure 1). As stated in the literature review, lead user and opinion leader 

constructs are of an ambiguous nature, can vary in their intensiveness and sometimes overlap, 

especially in regard to expertise and trend making capabilities. However, the two constructs are 

also fundamentally different. While lead users, due to their unique personal needs, engage in 

innovative activities, opinion leaders are only the early adopters for such innovations or novel 

trends in the sociality in general. And while opinion leaders possess a central network position 

and direct influence on community members, lead users typically show higher network 

betweenness and act as boundary spanners between diverse user communities.  In the Hienerth 

et al. (2014) model, LEGO provided an electronic platform and tools for user engagement. In 

our model such a platform is missing. However, in the absence of a firm-hosted electronic 

platform, it can be argued that a significant user (e.g. blogger) can act as a platform which is 

able to induce and facilitate firm and community interaction, because individuals with lead user 

and opinion leader characteristics are acting as gatekeepers, filtering and interpreting product 

related information to user communities.  Figure 1 serves as an initial framework to guide the 

empirical analysis of the role that bloggers play within the business ecosystems and will be 

tested during the process of the investigation. 
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Figure 1: Lead User and Opinion Leader Role in the Producer-User Ecosystem 

4.3 Research Design 

To gain an understanding of the phenomenon of blogging and its related implications for firms 

to innovate, market and diffuse new products and designs, this study empirically analyses 

blogger communities in the fashion industry, where innovation is typically non-functional but 

is rather related to elements such as design and image. Since web blogging and influencer 

marketing is a relatively new social and managerial phenomenon and research concerning 

bloggers and their impact on companies and users is still rather limited, we base our 

investigation on explorative design with reference to qualitative research methods (Patton, 

2002) and multiple case study design (Yin, 2013). Such research design allows us to analyse 

the phenomenon from a holistic point of view conducting both individual and ecosystem levels 

of analysis (Eisenhardt, 1989a) and is more robust, compared to a single cases study design 

(Yin, 2013). We aim to shed more light on the phenomenon as such and provide an exploration 

of how a blogger-community-firm ecosystem functions. Finally, we want to provide more 

insights into the open and user innovation processes in the creative industries, which are driven 

by individual creativity rather than technical skills. 

Our industry choice was based on a theoretical reasoning as suggested by Eisenhardt (1989a). 

We chose the fashion industry as a field for investigation for three reasons. Firstly, recent media 
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attention to and the hype surrounding fashion bloggers as the new celebrities allowed us to 

regard fashion blogging as an “extreme case” (Eisenhardt, 1989a). Secondly, the general 

information sharing culture among teenagers and young adults provides an abundance of press 

articles and general social media content in the form of pictures, videos, “likes” and user 

comments. Thirdly, we wanted to better understand the application of open and user innovation 

processes in the creative industries and nontechnical innovation and hence, fashion industry 

meets these criteria. 

We apply a combination of inductive and deductive research approaches, which as defined by 

Dubois and Gadde (2002) can be referred to as “systematic combining”, where the research 

team continuously and iteratively moves between the empirical world, theory and analysis. 

While this research approach starts with some theory in mind, it is closer to induction because 

it aims to generate a new theory rather than to confirm an existing one. However, in contrast to 

pure induction (e.g. Glaser and Strauss, 1967) systematic combining aims at refinement and 

development of existing theory rather than inventing a new theory from scratch (Dubois and 

Gadde, 2002). For the purpose of our analysis, the theoretical framework illustrated in Figure 

1 was used as the starting point of the investigation and was constantly compared with the 

findings in the real world and adjusted during the process of the investigation. The identification 

of relevant theory beforehand also helped the research team to design a comprehensive 

interview guide, allowed for firmer empirical grounding (Eisenhardt, 1989a) and served as an 

evidence to triangulate on the external realities of the research’s realism paradigm (Perry, 1998).   

4.3.1 Characteristics of the Fashion Industry 

The fashion industry is characterized by rapidly changing product life cycles. As a result, 

designers fight a continuous battle for the newest and most fashionable look, with social media 

and online shopping platforms making this battel even more fierce, as competition comes from 

all around the globe.  

While France has a long tradition of legally protecting the intellectual property of fashion 

designs, in the U.S. and many other developed and developing countries there is a lack of 

protection for fashion designs themselves - as opposed to logos or trademarks related to them - 

making knockoffs of well-known designs perfectly legal (Scafidi, 2006). And although in the 

circles of fashion designers and editors there are established social norms against copying, it is 

regular industry practice that designers and artists search for inspiration from the earlier styles 

of their peers (Scafidi, 2006).  
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Fashion is also used by people to differentiate themselves and communicate their values and 

social standards. Given that consumption is perceived as social interaction, Pesendorfer (1995) 

argues that the reputation of consumers that buy certain products adds significantly to the 

reputation and image of the product. In addition, Krippendorf and Butter (1984) suggest that 

product design cannot be detached from its symbolic environment since this environment has 

significant influence on how products are perceived and how customers understand them. 

Therefore, fashion designers are not in full control over their creations - they depend on 

consumers to create meaning for their designs. This sense-making process between customer 

and product is of iterative nature. People not only interpret a product design and aesthetic but 

also exhibit such interpretation, which eventually induces other consumers to revise their own 

previous perception (Leonard and Rayport, 1997), making the understanding of who actually 

creates and influences the meaning of fashion designs fuzzy.  

These industry characteristics, combined with technological advancements such as the 

globalization of e-commerce, just-in-time manufacturing and the use of social media, are 

making the design innovation cycles in fashion industry extraordinarily fast. And while the 

sources of inspiration for new design are coming from multiple sources freely accessible to 

everyone, the industry is strongly shaped by the pull effects coming from the consumer side, 

making it extremely challenging for firms to gain and keep their competitive advantage over 

time.  

4.3.2 Data Collection 

To generate a better understanding of who the individuals that undertake blogging activity are 

and what role they play in the fashion business ecosystem, we started out study by reviewing 

popular fashion journals, industry reports and web blogs of popular bloggers. In January 2015, 

we started our empirical investigation by attending diverse industry events and fashion blogger 

meetups during the Mercedes-Benz Fashion Week in Berlin, which is considered the most 

important happening in the Germany fashion industry. These visits allowed exploring the 

phenomena first hand by imbedding ourselves in the research context. Participant observation 

and personal interaction helped us to identify relevant practice oriented topics, match them to 

the previously derived theoretical framework and design a comprehensive interview question 

guide. Moreover, such personal visits helped to conduct first informal interviews with fashion 

and lifestyle bloggers and other stakeholders of the fashion industry and facilitated the 
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acquisition of the relevant contacts, later utilized to conduct more formal semi-structured 

interviews at a later point in time.  

Since at the time of our study no database which formally tracks fashion bloggers was found, a 

random convenience sampling was applied. With Germany representing a large, culturally 

diverse and digitally advanced western nation, bloggers active in the German market were 

prioritized for consistency and generalizability purposes. We identified potential interview 

partners via search engines, social media platforms, blogger management agency websites, 

news articles and referrals from interviewed bloggers. We searched for individuals (not related 

to firms or media companies) that operate independent online diaries and show above average 

activity on the social media channels (Instagram, Facebook and YouTube) and signal interest in 

fashion and its related topics. Over the period January 2015 to May 2017, approximately 450 

bloggers and social media influencers were identified and contacted via email or direct 

messaging over the social media platforms (Facebook, Instagram, LinkedIn).  By looking at the 

Instagram follower numbers, we tried to address polar cases (Eisenhardt, 1989a), including both 

highly popular bloggers, but also those with a lower social media followership.  

With a response rate of approximately 7%, our final sample resulted in 30 in-depth interviews 

being collected, primarily over the phone and video conferencing. The length of the interviews 

ranged from 23 to 81 minutes, with an average interview duration of 52 minutes. Interviews 

were conducted in English or German, depending on the preferences of the interview partners. 

Interviews were recorded, German interviews were translated into English, and all interview 

material was transcribed. This primary interview data was supported by secondary data publicly 

available on the social media channels, news articles and personal blogs of the interviewees. It 

included information concerning age, profession and focus of the blog. The social media 

channels of the bloggers were analysed, especially concerning their Instagram presence. This 

information contains the number of followers, the ratio of followers to people whom the blogger 

follows, the number of posts within the last two weeks and the average of follower “likes” and 

comments on these posts. This data provided bases for triangulation and clustering concerning 

the individual interviewee’s expertise, reach and interaction of his or her reader community. 

Since Instagram is allegedly the most important social media platform for fashion business 

professionals and as the success of a blogger is often assessed based on the number of Instagram 

followers, the interviewees were sorted and then grouped according to the number of followers 
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on their Instagram accounts as illustrated in Table 12 “Project 2: Interviewee Statistics” in the 

Appendix of this chapter.  

In addition, over the course of the three years, the lead author regularly attended diverse fashion 

industry events, shoe and apparel fairs and fashiontech conferences. A further 20 unstructured 

interviews with other relevant fashion business ecosystem stakeholders were collected, 

including large and small firm representatives, fashion designers, fashion design educators and 

a blogger management agency. This data was used for triangulation, it complemented the in-

depth case studies with fashion bloggers and helped the research team to get a broader and more 

balanced understanding of the phenomenon. An overview of the data collected and used during 

the empirical analysis in summarized in Table 4 below. 

 

Table 4: Project 2: Empirical Data Overview 

4.3.3 Analysis and Coding 

While a multitude of approaches to analyse qualitative data exist, for the purpose of this study 

a combination of grounded theory (Glaser and Strauss, 1967) and qualitative content analysis 

technique (Schreier, 2012) have been chosen. One of the cornerstones of grounded theory is 

coding during the process of data analysis and collection allowing for codes to emerge from the 

data (Miles and Huberman, 1994).  The qualitative content analysis method, on the other hand, 

develops codes both on a data-driven and also concept-driven basis. To conduct qualitative 

Type of Data Nr. of Interviews Use of data

Interviews with Bloggers

>100K Instagram Followers 7

>10K Instagram Followers 7

>3K Instagram Followers 8

<3K Instagram Followers 8

Total 30

Complementary Interviews with Firms 

Large and midsize companies 9

Startups 8

Agencies 2

Education 1

Total 20

Secondary Data

Social media platforms (Instagram, Facebook, YouTube)

Web Blogs of Interviewees

News articles and industry reports

Personal Observations

FashionBloggerCafé Berlin 2015 and 2016, FashionBloggerCafé Düsseldorf 2015, Gallery Shoes Trade Show 
Düsseldorf 2015, Green Showroom Berlin 2016 and 2018, Ethical Fashion Show Berlin 2016 and 2018, Beauty & 
Fashion Lounge Berlin 2016, Fashion Tech Conference Berlin 2016 and 2018, Decoded Fashion Conference 
Milan 2016

Core analysis of the phenomena, core 
input for case studies and coding 

framework

Key topic identification, data 
triangulation, construct and external 

validity check

Bases for data clustering, supporting 
information for case studies, data 

triangulation

Supporting evidence, data 
triangulation, building holistic 

understanding, construct validity 
check
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content analysis a fixed coding framework is developed which includes deductive categories 

based on the existing theories and literature, and data-driven inductive categories, emerging 

from samples of the interviews (Schreier, 2012).  

The interviews with 30 bloggers were analysed by using NVivo 12 Pro software applying 

human-coded content analysis. We started our analysis by dividing the data into relevant 

categories based on concepts identified in the literature and research questions raised. In our 

coding framework, we defined codes that provide bases to assess the strength of both the lead 

user and opinion leader characteristics of the interviewed bloggers. This led to the main coding 

categories of, “Analysis of Blogger Characteristics” (comprising categories: “Motivation to 

Start a Blog”, “Perceived Benefits”, “Source of Inspiration”, “Trend Leadership” and 

“Innovative Activities”) and “Blogger Role in the Business Ecosystem” (comprising categories: 

“Blogger and Reader Interaction”, “Blogger and Other Blogger Interaction” and “Blogger and 

Firm Interaction”). The sub-categories as suggested by Schreier (2012) were either defined 

deductively from the literature or were added inductively after analysing the data and reflecting 

on the secondary data sources and experience gathered during the personal observations.  

The initial coding framework consisted of 120 codes. It was tested and revised by the lead 

author after a two week break to check if it met the stability4 requirement of the reliability test 

(Kimberly and Neuendorf, 2002). By moving back and forth from data to literature, this coding 

framework was further revised by the co-author several times in order to identify additional or 

potentially redundant codes. This also allowed the research team to test the internal validity of 

the designed coding framework (Eisenhardt, 1989a). External validity, which ensures that the 

results of a study can be generalized (Yin, 2014), was verified by the visits to fashion blogger 

events, fashiontech conferences and interaction with company representatives coming from 

fashion, cosmetics and food and beverage industries (see Table 4). 

Construct validity, which aims to identify correct operational measures for the concepts being 

studied, can be tested by using diverse sources of evidence (Yin, 2014). To become closely 

familiar with each blogger case, over the period of the data analysis the lead author revisited 

the social media accounts (Instagram, Facebook, YouTube) and web blogs of the interviewees 

to reconfirm and elaborate on the findings drawn from the interview material. In addition, an 

independent expert with experience in social media marketing, operating a successful Instagram 

                                                 
4 To increase reliability of the coding process, stability test is being performed by the same person coding the same 
sample of data at different points in time.  
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account focussing on fashion and food was invited to revise the coding framework and discuss 

the validity of the constructs. After several iterations, a saturation was reached with 75 codes. 

An overview of the complete coding framework and its related statistics is presented in the 

Appendix of this chapter (Tables 13 and 14). We apply nominal measurement scales, which are 

distinct from one another (Kimberly and Neuendorf, 2002). The use of numbers is applied for 

labelling processes only and the order of categories has no influence on the meaning of the 

scales. 

In our study reliability was predominantly tested in a form of replicability, which as suggested 

by Krippendorff (2012) is done by asking two independent individuals to perform the same 

coding instructions on the same unit of analysis and is also referred to as inter-rater reliability. 

It is considered as strong evidence of reliability and is vital in order to show that the research 

findings are not idiosyncratic (Kimberly and Neuendorf, 2002). For consistency purposes, the 

lead author undertook the overall coding and analysis of the data. To test the replicability of the 

findings, the same independent social media expert, who revised the coding framework for 

constructs validity purposes, assisted the research team in the data coding process. While, there 

is no agreement in the literature on how many units should be used in inter-rater reliability 

testing and suggestions range from 10-100 % of the sample size (Kimberly and Neuendorf, 

2002, p. 159), for maximum accuracy we chose to double-code the entire set, 100% of the 

interviews. We measured the inter-rater reliability by using the functions provided by the NVivo 

12 software. Two measures, the simple percentage agreement and Cohen’s Kappa coefficient5, 

were considered and as suggested by Schreier (2012), the two measures were calculated for all 

subcategories in a given main coding category. Kimberly and Neuendorf (2002) argue that 

averaging inter-rater reliability coefficients across coding variables is inappropriate as it results 

in the disguising of low reliabilities that do not pass the test. Interrater reliabilities should be 

reported for each variable which is being measured. In our study we provide both individual 

code and category measures.  

The level of acceptable reliability is open for debate and common standards have not been 

established (Kimberly and Neuendorf, 2002). Banerjee et al., (1999) suggest that Cohen’s 

Kappa of 75 % and more indicates excellent reliability beyond chance, 40 - 75 % - fair to good 

                                                 
5 Percentage agreement is the number of units of agreement divided by the total units of measure within the data 
item, displayed as a percentage. Kappa coefficient is a statistical measure, which is considered to be a more robust 
measure than simple percent agreement as it takes into account the amount of agreement that could be expected to 
occur through chance. Source, QSR International: 
http://help-nv11.qsrinternational.com/desktop/procedures/run_a_coding_comparison_query.htm 
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agreement beyond chance, and below 40 % - poor agreement beyond chance (as stated by 

Kimberly and Neuendorf, 2002, p. 142). This logic is in accordance with the suggestions 

provided by NVivo software developers and is applied in interpreting the results of this study. 

Tables 13 and 14 (Coding Framework and Statistics) in the Appendix of this chapter illustrate 

the inter-rater reliabilities of each code within our coding framework. Table 5 below 

summarizes the results of the main coding categories by using simple and weighted averages 

of the individual inter-rater reliabilities of the corresponding subcategories. Cohen’s Kappa 

ranges from 0,83 to 0,93 for average measure and 0,88 to 0,95 for weighted averages suggesting 

high reliability of the analysis performed. 

 

Table 5: Project 2 Reliability Statistics of the Main Coding Categories6 

Further data analysis was of an iterative nature. The research team systematically compared the 

emerging framework with case study data and previously identified theoretical constructs. We 

performed cross-case analysis by comparing individual cases and groups of cases using the 

“Case Classification” function of the NVivo software. Group and individual variance was based 

on gender, Instagram follower numbers and educational and professional background of the 

interviewed bloggers. Tables were used to summarize the evolving themes and are used to 

illustrate the findings.7  

                                                 
6 NVivo calculates the Kappa coefficient individually for each combination of node and source. An average Kappa 
coefficient and percentage agreement for each main coding categories was calculated using all sources and codes 
belonging to each category. Average agreement statistics treat each source equally. Weighted averages take in to 
account the size of the sources. Source QSR International:  
http://help-nv11.qsrinternational.com/desktop/procedures/run_a_coding_comparison_query.htm 
7 Data in the tables presented in the findings section refers to the coding analysis done by both codes, which were 
involved in the data analysis process.  

Codin Category Average Kappa Weighted Kappa
Average % 
Agreement

Weighted % 
Agreement 

1. Motivation to Start a Blog 0,83 0,88 99,82 99,87

2. Benefits from Blogging 0,89 0,89 99,70 99,72

3. Source of Inspiration 0,92 0,92 99,93 99,92

4. Trend Leadership 0,93 0,93 99,86 99,85

5. Creativity and Innovativeness of Bloggers 0,93 0,95 99,84 99,87

6. Blogger and Reader Interaction 0,92 0,90 99,86 99,83

7. Blogger and Other Blogger Interaction 0,91 0,91 99,81 99,81

8. Blogger and Firm Interaction 0,91 0,91 99,80 99,81
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4.4  Findings 

In the following section, we present the results of our empirical investigation, which are 

structured around two main themes. Firstly, we look at the individual level of analysis and 

discuss personal characteristics of bloggers and their motivation to start a blog. We elaborate 

on benefits obtained from blogging activity, sources of inspiration, creativity and 

innovativeness of individual bloggers. Secondly, we look at the ecosystem level of analysis and 

describe the dynamics within blogger communities, blogger and reader relationships and 

blogger interactions with firms.   

4.4.1 Fashion Blogger Characteristics 

While a comprehensive overview of the main characteristics of the 30 interviewed bloggers is 

presented in the Table 12 “Project 2: Interviewee Statistics” in the Appendix, we find it vital to 

comment on a few extreme characteristics which emerged out of our data sample and which are 

summarized in Table 6. 

 

Table 6: Overview of the Fashion Blogger Characteristics 

Fashion blogging is an activity largely undertaken by women who are in their mid-twenties 

(average age of our interviewees is 25). Blogging is often undertaken as a part-time job or a 

hobby, frequently during studies when an individual has more time to explore him or herself. 

Only few bloggers pursue this activity full-time, representing about a quarter of our 

respondents. Fashion bloggers are typically well-educated individuals and almost half our 

respondents are still studying. It is also important to mention that slightly less than half (14 

bloggers) study or work in fields related to fashion (e.g. design, architecture, entertainment, 

media or digital publishing). 16 of our respondents were pursuing studies or working in 

industries which are not related to fashion (e.g. education, economics, politics or law). This is, 

nevertheless, not that surprising, since even one of the most prolific blogger figures, Chiara 

>100K Insta >10K Insta >3K Insta <3K Insta Female Male Yes No Full-time Part-time

>100K Instagram Followers 7 0 0 0 2 5 3 4 4 3

>10K Instagram Followers 0 7 0 0 7 0 4 3 1 6

>3K Instagram Followers 0 0 8 0 6 2 5 3 3 5

<3K Instagram Followers 0 0 0 8 8 0 2 6 0 8

Female 2 7 6 8 23 0 12 11 4 19

Male 5 0 2 0 0 7 2 5 4 3

Experience in Fashion 3 4 5 2 12 2 14 0 5 9

No Experience in Fashion 4 3 3 6 11 5 0 16 3 13

Blogging Full-time 4 1 3 0 4 4 5 3 8 0

Blogging Part-time 3 6 5 8 19 3 9 13 0 22

Percentage 23% 23% 27% 27% 77% 23% 47% 53% 27% 73%

Instagram Followers Gender Experience in Fashion Blogging
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Ferragni, did not have any professional background in fashion when she started her blog. An 

interesting observation here is that male and female bloggers differ in this respect. While, four 

out of seven interviewed male bloggers pursue blogging activity full-time, only two of the seven 

male bloggers have study or work experience in the fashion industry. Compared to female 

bloggers this ratio is different, 12 out of 23 have experience in the fashion industry, but only 

four out of 23 are undertaking blogging as a full-time activity.  The differences in professional 

and educational backgrounds and the blogger’s ability to turn blogging into a full-time job, lead 

us to the analysis of the diverse set of motivations to start blogging and the benefits gained from 

such activity. 

 Motivation to Start and Benefits Obtained from Blogging Activity 

The motivation to start blogging activity has been described as manifold, comprising both 

intrinsic and extrinsic stimuli. Most of the bloggers named a need for self-expression and the 

wish to explore their own interests as the main reasons to start. They were either bored or 

searching for an entertaining activity (e.g. bloggers with professional background outside the 

fashion industry) or alternatively they were already very interested in the topic and had 

significant experience in fashion and its related industries and thus wanted to further explore it. 

Closely related to this, is the purpose of the blog as a platform to share content and seek advice. 

While self-expression is an important motivation, community acknowledgment and an 

opportunity to get feedback also play important roles.  

Often our interviewed blogger had been approached by others regarding concrete advice or had 

been encouraged by their friends or family members to start a blog due to their superior 

knowledge of a specific topic or a unique personal style, which implies and supports the idea 

of the “ahead of a trend” characteristic of bloggers and their opinion leader position.  

Motivation to start a blog might also come from more extrinsic motives, which might be related 

to one’s job and offer a possibility to practice industry specific skills in a less formal setting. 

For example, this might be of relevance for bloggers who want to start a career in journalism. 

On the other hand, bloggers who already work or study in fashion-related industries, mention 

that their industry insights put them in a superior position to start a blog as they possess above 

average knowledge and experience in the field, and can thus inform others. For example, 

Blogger (AB) explains: 
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I am working in a perfumery. If I write about beauty products, it is mostly from my 

personal experience, which I gained from work (…) We tend to have classes and lessons 

that inspire me and that I want to share.  

Running a blog can be an entertaining hobby, but over time it can also become a time-

consuming activity. Some bloggers acknowledge that in addition to time investment in 

managing and moderating the reader community, taking a perfect picture or writing an 

interesting text requires much more time than it would appear on the surface. Hence, while 

intrinsic motivations might drive the decision to start a blog, they alone might not be enough to 

continue this activity over time. With regard to benefits that bloggers obtain from blogging, 

four main categories have been identified: personal benefits, material benefits, work-related 

benefits and benefits obtained by solving a problem. Table 7 illustrates the four types of benefits 

in more detail and provides blogger statements.  
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Table 7: Benefits Obtained from Blogging Activity 

Personal benefits were stated the most frequently, by 90% of the respondents. They comprise 

the joy of pursuing one’s interests and the freedom of expression concerning the content 

creation. A further personal benefit is the opportunity to meet like-minded people and establish 

new friendships by participating in blogger and reader communities. Such blogger or reader 

interaction can be of great personal relevance to bloggers who feel that they are not being 

understood by their direct circle of family and friends. In addition, a blog can function as a 

medium to live out a certain creative affinity that some are lacking in their everyday or 

professional lives. 

Another frequently mentioned benefit from blogging is the ability to solve one’s needs or help 

others solve their needs or problems. Such needs can be consumption related, for example, DIY 

cosmetics, affordable fashion for students or grooming advice for men. However, they can also 

be related to one’s personal life, such as, a lack of self-esteem, or teenage problems. By writing 

about their problems, bloggers can fill a personal void, find like-minded people and also give 

or get advice from their reader or blogger friends. Such interaction functions as self-affirmation 
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Selected blogger statements

I feel the desire to share stories with my followers and readers (Z)
My blog gave me an opportunity to publish my ideas (S)
Over the years I have met so many interesting people and got many new friends (L)
Fashion is my biggest interest, and in my world, everything deals with clothes (Z)
We get to do crazy things that no one has access to (K)
I love writing, the first job I wanted to do as a child was to become a writer or a journalist (Y)
It is really nice to have this creative benefit next to my dry theoretical studies (Y)

There are so many things that guys just don’t know how to do. So essentially we fill that void and show them how to (B)
I am a very small girl, so it is nice to read that other people have the same problem and do not get trousers that easily (M)
I enjoy to get some things off my chest. I have just recently written a personal text again (AC)
I think plus size blogs are a big source of inspiration for women who feel like there are not taking part in fashion (X)
I blogged about the face peeling. The way I did it and how I did it. For the younger readers who do not have that much 
money that is interesting (AB)
I got a lot of emails from young women who just said "thank you, I feel a lot more confident seeing you and I think it is 
great what you do" (X)

I am really happy that with my hobby I can earn my money (N)
Before the fashion weeks you receive some nice clothes (C) 
You get flown to amazing places and you get to stay in hotels that are just nice (K)
I was a student and didn’t have a lot of money and I just liked the idea of free clothing (X)
I can get my make-up and hair done and I will not pay for that (G)
Cosmetics and also a lot of smaller things (V)
They send me to London, to fashion weeks, to film events, to interview people (S)
I get free entry into clubs and I got invited to a fashion event (G)

I have an outstanding networking leverage. Having a large following is a doo-opener! (D)
Companies want me to work for their marketing team because of my Instagram account (D)
I always try to use my blog to get into jobs I really like, such as modelling, acting, and presenting (G)
I work now on my own collection so my blog helps me to promote my brand (C) 
An editor of Vogue Online had read my blog articles and asked me if I want to write for them (S)
If you apply for a job, a lot of people, especially in the creative business, expect you to have a blog (K)
For me all of the jobs that I get as a photographer kind of started coming over the blog (K)
People know me from my blog, so people know my designs as well. That makes it much easier to get into the business (I)
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and can play a significant role in forming a blogger’s identity, which is especially evident in 

niches such as vegan or plus-size fashion. Most bloggers admit that they are not solving the 

most pressing issues of society. However, they feel that via their activities, they are helping 

others and are getting help themselves. For instance, Blogger (G) recalls: 

Back then I was 18 years old and had moved to a big city and I just wanted something 

like a diary where I could express myself (…) I wanted my blog to accompany my other 

projects such as modelling and acting and I wanted to write about how it felt to be a 

boy in our society if you do not fit in the gender role stereotypes (…) I wanted to 

encourage people to believe in their dreams, and their style, and their way of living! 

In addition to a community feeling and the joy of pursuing one’s hobby, fashion blogging also 

allows access to an extravagant lifestyle filled with travelling, invitations to exclusive events 

and first hand insights into the fashion industry y. It also functions as a catalyst for building up 

a professional network and can, for some bloggers, even develop into a lucrative profession. 

When bloggers discussed monetary benefits, they usually referred to free products and gifts, 

event and travel invitations and monetary compensation for collaborating with firms. It is, 

however, noticeable that bloggers with a lower reach or bloggers at the beginning of their career 

are typically compensated with free products, while the more professional full-time bloggers 

are rewarded with a monetary compensation for their collaborations with firms. The fact that 

many bloggers are incentivized by and accept free products as a compensation for their work, 

is making blogging as a profession challenging. Firms often find it difficult to assess the quality 

of the bloggers’ work and to actually accept blogging as a profession and thus assign monetary 

value to blogger services.  

In addition, work-related benefits were identified as another extrinsic incentive to pursue 

blogging activity. Bloggers named job and new business opportunities as a positive outcome of 

their blogging activity. It has been shown that this aspect is primarily important for individuals 

that have a full-time job in adjacent industries, such as online journalism, photography, 

modelling or fashion design. This group of bloggers can successfully utilize the blog as a 

platform to showcase their work and capabilities and use it as a promotional tool to gain new 

clients. In addition, a high follower number on social media channels can be beneficial for 

bloggers who want to venture into more entrepreneurial activities such as launching their own 

product line or promoting their own fashion designs. Such work-related benefits were most 

frequently mentioned by bloggers in the highest follower group and least frequently by bloggers 
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in the lowest follower group. Bloggers in the lowest group were more incentivized by personal 

benefits such as meeting new friends and the joy of undertaking a hobby. Solving a problem 

was mentioned by all the bloggers in the highest follower group and by seven out of eight 

bloggers who undertake blogging as a full-time job, statistics that could indicate that finding a 

relevant enough problem to address can be a relevant criterion for running a successful blog. 

Trend Leadership, Source of Inspiration and Innovativeness 

Undertaking blogging activity and constantly creating content in the form of pictures, videos 

and text articles requires not only time but also a substantial amount of creativity.8 When asked 

about their sources of inspiration, three main categories emerged: other blogs, fashion shows 

and magazines, and travel and culture. Looking for inspiration on other blogs, was mentioned 

by almost half of the bloggers. This highlights the high degree of interconnectedness in the 

blogosphere and could indicate intentional or unintentional imitating activity. While one could 

anticipate that less followed bloggers would look for inspiration on other blogs more frequently, 

in our sample we have not observed a difference when comparing highly followed or less 

followed bloggers. Only when looking at part-time and full-time blogging, did we observe the 

discrepancy that only two (25%) of the full-time bloggers were searching for inspiration on 

other blogs, while 12 (55%) of the part-time bloggers were doing so.  

Travel and culture related sources of inspiration ranked second. Here an interconnectedness of 

fashion and popular culture can be observed. Especially the full-time bloggers mentioned the 

need to look for inspiration outside social media and the press and often referred to celebrities, 

music and film stars. Fashion bloggers, although typically belonging to generation Y, get 

information via traditional media as well and often refer to fashion magazines and fashion 

shows for inspiration and information. An interesting discrepancy here is that male bloggers 

did not mention this category at all.  

During the personal observations of blogger events and blogger social media accounts, we 

noticed that an important part of running a blog is always being very alert and aware of what is 

happening in the world and what is important to society at that moment. This might involve a 

new film or new product releases but also politics or social activism. When asked if bloggers 

followed trends, different opinions were obtained. About one third of the bloggers perceived it 

as essential and part of their role as a blogger to be up to date and to provide the latest 

                                                 
8  Most proactive blogger in our sample posts approximately four pictures on Instagram a day. 
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information to their readers and confirmed that they actively follow trends. Others, five 

interviewees, denied that they followed trends and emphasized the importance of a personal 

style as a source of differentiation and authenticity. However, most of them agreed to being 

very selective and to choosing trends that fitted with their image and self-understanding. While 

all bloggers seem to be eager to be well informed and follow the “Zeitgeist”, some seem to be 

more “ahead of a trend” than others, due to their insider knowledge or unique sense of style and 

aesthetics. Blogger (S) explains: 

I think fashion is a lot more than clothing, I think it is really something that reflects 

society, it reflects the "Zeitgeist", and it also reflects your own personality and, in my 

opinion, it is also kind of an art form.  

While it is hard to generalize on the “ahead of a trend” characteristic of the whole blogosphere, 

we suggest that especially male fashion bloggers or niche bloggers are “ahead of a trend” when 

compared to the general reader population. Six of the seven most followed bloggers and five of 

the seven male bloggers in our sample mentioned statements that suggested their “ahead of the 

trend” position.  

Although mentioned by 17 of the interviewees, the notion of “ahead of a trend” is very much 

dependent on the group context. While most of the bloggers can be considered to be ahead of 

the general population of fashion enthusiasts, they might not occupy the same position in the 

blogger community. Hence, “ahead of a trend” feature is very context-related and should be 

viewed from both blogger community and blogger and reader community perspectives. When 

analysing the interviews we also identified situations, where bloggers actually created their own 

trend.  This was indicated by 12 bloggers. Here the most popular blogger in our sample , 

Blogger (A) gives details: 

I think innovation in fashion is individuality. It was me four years ago, going to coffee 

shops, wearing a suit versus everybody else who was really into the hipster niche, 

wearing sneakers and a t-shirt and you know, suspenders. So I was definitely an 

innovator.  

While individual creativity is hard to measure and product innovation in fashion is only to a 

certain extent possible, we nevertheless, asked our interviewed bloggers if they perceive 

themselves as being innovative and if they think that the general blogger community is 

innovative. The answers were diverse, with more than half of the interviewees (17 bloggers) 

confirming that they engage in innovative activities either in a form of writing or in the way 
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they combine clothing. Especially all male bloggers stated that they perceived themselves as 

innovative, which could be attributed to the fact that male blogging in general is not that popular 

and everyone who starts to engage in such activity is to a certain extent an innovator or an 

outlier. Also, all the bloggers in the top follower group confirmed that they engage in innovative 

activities. On the other hand, four of the interviewed bloggers and three of the 17 bloggers who 

first confirmed their individual creativity, also questioned their own creativity, and stated that 

they rarely invent new products from the scratch but are only displaying existing products in 

different context. Concerning creativity of peers and the blogger community in general, ten (33 

%) of the interviewees thought that bloggers were creative and could serve as a source of 

inspiration for others. However, 16 (53 %) of the interviewed bloggers and four of the bloggers 

who initially confirmed creativity in their peers, also questioned it, mainly due to the highly 

interconnected and emulating nature of the blogger community as such.  

To conclude the analysis of bloggers’ characteristics, we can say that bloggers can differ greatly, 

and the biggest differences can be identified based on the reach, the thematic niches they occupy 

and their personal or professional motives to undertake such activity. Also, bloggers can differ 

in terms of the level of creativity and innovative activity that they exercise. Some, with the help 

of their blog, want to make an impact on society and create a community of like-minded people, 

while others are just looking for amusement, they enjoy being at the centre of attention and 

appreciate access to free products and an extravagant lifestyle. However, we can certainly say 

that all bloggers are very proactive and very well-informed individuals. They are often “ahead 

of a trend” in fashion, lifestyle and tech related industries when compared to the general 

community of their readers. However, due to high interconnectedness of the blogosphere and 

the fact that many bloggers attend similar events and industry gatherings, an intentional or 

unintentional copying activity can be observed.  

4.4.2 Interaction with Ecosystem Members 

During the course of the investigation, three significant relationship types have been identified:  

blogger and other blogger interaction, blogger and reader interaction, and blogger interaction 

with firms, which together have a cumulative influence on the success of the individual blogger 

and the dynamics of the fashion business ecosystem as such. 
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Blogger and Other Blogger Interaction 

During personal observations and in the analysis of the interview data, we observe that bloggers 

interact frequently with one another and that, to a certain extent, they can be described as a 

community within a general fashion enthusiast community. Usually bloggers read other blogs 

and follow each other on social media. In addition, bloggers comment on each other’s posts 

more frequently than the general reader population. There have been several indications that 

support the existence of a strong community among bloggers, while other results suggest a 

rather competitive and egocentric atmosphere. Some bloggers indicated that many of their close 

friends are also blogging and that they have received a lot of support from other bloggers, 

ranging from taking and posting pictures together to answering questions and giving advice 

regarding their blog design or technical matters. Moreover, all bloggers have two common 

interests; they are all interested in fashion and in the latest developments in social media and 

thus have a natural desire to collaborate. There is also reason to believe that bloggers actively 

exchange insider information and discuss their experiences about collaborations with 

companies. 

However, with the increasing popularity of blogging and a consecutive growth of the number 

of active bloggers, community interaction and general willingness to share information and help 

each other is decreasing. Sincere collaboration and information sharing are more embedded in 

smaller groups and among bloggers who have known each other for a longer period or started 

blogging at a similar point in time and thus made similar experiences. In addition, we observe 

that blogger communities are fragmented, they are composed of many sub-groups, and while 

some bloggers are very active in blogger communities, others purposely decide to opt out of 

such participation. This might be due to abusive behaviour of some community members.  

In the blogger community context, great emphasis is placed on success factors, such as the 

number of followers on Instagram or views on YouTube, which ultimately influence approval 

or avoidance behaviour, making blogger communities very hierarchical. The division of blogger 

communities is further reinforced by firms, as they typically evaluate the quality of a blogger 

and also adjust their cooperation offers on the basis of the social media statistics. Hence, 

bloggers’ willingness to collaborate and support one another is heavily influenced by the fact 

that they are constantly competing for similar or even the same advertising deals and readers’ 

attention. 
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Blogger and Reader Interaction 

In order to understand the relationship between bloggers and their readers it is important to 

understand why blogs are actually being read and what purpose they serve in their readers’ 

lives. Although this study does not include empirical interview data from blog readers, in the 

course of the semi-structured interviews bloggers were asked for their opinion on this question. 

Their responses can be deemed reliable since many bloggers also read and comment on other 

blogs and some bloggers admit that they put this question to their readers themselves.  Table 8 

presents the five, different yet highly interconnected, reasons why blogs are being read and 

what influence they have on their readers. 

 

Table 8: Reason for Reading Blogs and Bloggers Influence on Readers 

Influence on readers Nr. Cases Selected blogger statements
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Trust that you build with your audience is your strongest feature, that is basically how you push sales (B)
Readers or viewers get influenced by the blogger’s opinion and may change their purchasing decisions accordingly (AB)
I see my friends or some people that I am following, also wearing what I am wearing (C)
That is how marketing functions nowadays. I have to admit that I am also a victim of that (AC)
I am the medium through which the brand can get in front of their target audience (F)
If they purchase what this person owns, they get cool as well because it's socially accepted (J)
Especially Youtube is being exploited a lot trying to market or sell a product to young audience (X)
Readers let me know through their comments that they rely on my opinion about products before they buy them (L)
There is nothing better than your best friend telling you to buy something because they like the product (R)
Personal advertisement is always much better. I think they really trust in what you say and what you like and buy (V)
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They write me and ask me questions and afterwards they tag me in their outfit (C)
Sometimes they really get to know new brands through me (O)
I think a huge reason, why they follow us is because they also want to improve themselves (B)
It was questions like “I am going to an interview, how should I dress?” (F)
Bloggers are showing a normal person how you could actually translate those trends to the real life (H)
So  readers looks for orientation because there are so many products on the market (J)
I am showing them what people are wearing on a vintage market in London, which is definitely different (Y)
They would say: "Oh, it's so great to see how you combine colors and other things." (Y)
I was sharing tips and tricks how to efficiently learn for your studies and things like this (Z)
I deal very intensively with the topic of beauty and always write my honest opinion (AB)
In beauty is often about giving advice. Things that I learned myself or that I picked up from experienced make-up artists (U)
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Generally my readers are people that are similar to me. I am interesting for a lot of Asians that live in Germany (AA)
You bring your own take to it, your own charisma, your own personality. Essentially, people are following that (B)
My role is like that older brother, or a friend (B)
A lot also search for role models and want to achieve similar things in their lives (E)
These people want to look like the person. It is like celebrities or a testimonial (O)
People were interested to see a personality and have a personality to identify with (Q)
If you are a famous blogger you are almost like a celebrity. But not a celebrity that is far, far away (U)
A lot of people actually want to identify with their favorite blogger via style or personality (Z)
They want to have idols, and I think that is why they read blogs(I) 
I am very vulnerable on my blog. I try to talk from personal experiences and I think that resonates with people (F)
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I think mainly younger people read blogs in the pursuit of inspiration ( E )  
People tell me that they feel so inspired and feel so encouraged to be themselves (G)
I would never wear it myself like that but I like her as an inspiration and I like how she writes (M)
There are other people saying, what you were wearing I would never wear but to be honest the picture looked cool (Q)
It is so much more than a pair of shoes, it’s like a way of living, you inspire them and that’s why I always try to give it a 
whole lot more meaning (G)
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They told me they get entertained by me in a natural way (G)
They go travelling, they go to all these events. It is also something for people to dream about (T)
A blog is a form of entertainment. It is like a movie, it's like a book. I think this whole YouTube and blog thing is like 
watching television was before (H)
I also heard that somebody said that he liked my style of writing and, therefore, enjoys reading it (R)
I know a lot of people who are laying in their bed in the evening and check the blogs and pictures before sleep (N)



Project 2: Exploring the Characteristics of Bloggers and Their Influence on Business Ecosystems: Open Innovation 
in the Fashion Industry 

69 

Bloggers’ influence on their readers shopping behaviour was mentioned most frequently. This 

could be due to the fact that social acceptance for teenagers or young adults plays an important 

role and by purchasing a product which a highly popular blogger is wearing and talking about 

they get a feeling of self enhancement or belonging to a group. Many bloggers know their power 

and also admit the danger it poses to their young readers. Closely related to the influence on 

shopping behaviour, bloggers also function as a source of information and advice. Bloggers 

explain the “high street” fashion trends and show ordinary people how to translate them to 

everyday life. As bloggers travel extensively and often get access to insider information, they 

can also inform their readers about new products before they are even available for purchase in 

their home market.  Product recommendation and information diffusion were especially 

frequently referred to when talking about cosmetic products. Fashion bloggers often mix 

fashion and beauty related advice with personal advice such as learning tricks, tips for finding 

the right outfit for a job interview or personal relationship issues. As a result of this mixing of 

personal and professional topics bloggers are more trusted than direct marketing 

communication or the traditional press and can even serve as the function of a role model. 

However, in contrast to celebrities, bloggers have an advantage as they are more approachable 

for their audience and many readers can personally relate to them and the issues they are writing 

about. Blogger (S) explains: 

Bloggers give really personal insights into their world. Sometimes they show their 

apartments, they show where they go on vacation, thus people start identifying with 

them. And at that point, when people start identifying with you, you can be an example 

for them, a role model. And then you become really important for the brands and gain 

power in the industry. 

Blogs can sometimes solve more concrete reader needs, which can range from loneliness or 

lack of self-esteem to needs for suitable skincare products during the teen years. Niche bloggers 

typically occupy a special place and are able to grow a very loyal reader base. A plus size 

fashion Blogger (X) explains: 

Plus size fashion blogs were rare at that time. I guess a lot of girls and women liked my 

style or liked the fact that I was putting myself out there (…) So for some people it was 

really helpful to see somebody else who is kind of big and proud of it (…) I think plus 

size blogs, in general, are a big source of inspiration for women who feel that they are 

not taking part in fashion. 



Project 2: Exploring the Characteristics of Bloggers and Their Influence on Business Ecosystems: Open Innovation 
in the Fashion Industry 

70 

In addition, entertaining content and personal interaction serves as a cornerstone for building a 

loyal community of readers and bloggers actively try to nurture this interaction. In this regard, 

personal and engaging content was identified as the most important driver.  

However, it was observed that due to the increasing professionalization of blogs, the personal 

connection component often disappears, and readers do not feel the need to comment and 

engage. Therefore, some very successful blogs can be compared to fashion magazines that are 

interesting to read but do not necessarily trigger the need to interact. The role of a blogger as a 

permanent online entertainer can also become challenging and put pressure on the individual, 

because of the need to be constantly connected to the internet and the pressure to continuously 

create interesting content for their audience. Table 9 illustrates that rising popularity of the blog 

is related to an increased frequency of blogger’s activity as measured by average number of 

posts per day. However, this holds true only to a certain extent. Once bloggers reach a 

substantial follower base – in our case more than 100 thousand followers - they do not feel the 

urge to constantly post, but rather concentrate on the quality of their posts.  

Furthermore, it can be observed that an increase in a blogger’s popularity results in an increase 

in the number of average “likes” and reader comments. However, if adjusted in relation to the 

number of followers, an increase in followers provides diminishing effects on reader 

engagement. When compared to blogger groups with lower follower rates, it can be said that 

more popular bloggers have a lower community interaction as measured by the normalized 

number of “likes” and follower comments. This decrease of interaction can be a result of 

decreasing blogger engagement with the readers.  

 

Table 9: Analysis of User Engagement in Relation to Bloggers’ Reach 9 

                                                 
9 Data in the table is based on the statistics provided in the Table 12 in the Appendix of this chapter. Average “likes“ 
and comments are calculated on the basis of the last two week activity after the conducting of an interview. 
Normalization is done by dividing the number of average comments or “likes” by the number of followers which 
is divided by 1000.  

Instagram 
Followers

Ratio 
follower to 

people 
following 

Posts per 
day

Average 
likes

Normalized 
average likes

Average 
comments

Normalized 
average 

comments

>100K Followers 1301,38 0,89 6129,48 24,94 76,64 0,35

>10K Followers 22,86 2,50 418,56 27,59 9,36 0,64

>3K Followers 10,78 1,11 403,71 59,07 10,07 1,64

<3K Followers 3,20 0,92 94,03 66,02 5,17 3,41
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However, it was also observed that readers can have an impact on the blogger as a person as 

well as on the content that he or she uploads. Because bloggers rely on their readers and their 

loyalty to stay relevant, most of them constantly track the performance of their posts and adjust 

their content accordingly.  

Blogger and Firm Interaction 

While originally invented to express one’s opinion and function as an online diary, the power 

of some blogs to attract a large and loyal reader audience caught the interest of the focal firms 

as well. As reflected in the interviews, bloggers increasingly collaborate with firms and these 

collaborations are very diverse in their scope and purpose. The collaborations can be initiated 

by both the blogger or the company, or by third parties, such as PR agencies, functioning as 

intermediaries between bloggers and firms. The observable pattern is that smaller bloggers are 

usually approached for more general marketing collaborations or have to even actively seek 

company attention themselves. On the other hand, bloggers with a larger reach typically have a 

manager or PR agency that deals with the administrative issues and arranges the corresponding 

terms and conditions of the collaborations. They are typically rewarded with monetary 

compensation and engage in activities with firms which also go beyond pure marketing and 

advertising. Cosmetic companies and online shops are typically the most active in engaging 

with bloggers and they also have larger budgets dedicated to blogger relations. Just like popular 

film or music celebrities, successful bloggers can also serve the function of a brand ambassador, 

just with a much more personal appeal to the readers. On the other hand, smaller brands, startups 

and young fashion designers, who do not have extensive marketing budgets, try to build up 

long-term relationships or even friendships with bloggers. They provide them with the 

backstage passes to their shows, product samples and give more insights on their work. All the 

bloggers interviewed mentioned marketing and advertising as a primary reason why companies 

are motivated to work with them. Table 10 below illustrates this. 
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Table 10: Marketing Related Blogger and Firm Collaboration 

Typical marketing related collaborations involve bloggers in activities, such as search engine 

optimization (SEO), eWOM and advertorials content creation for the use on social media. In 

return, bloggers receive gratuitous clothes or products, which they include in their social media 

posts or write a detailed review about their experiences on the bog. Thereby, firms are able to 

improve their search engine rankings and increase their visibility and reach on social media 

platforms. The fact that bloggers typically address a specific demographics of users, allows 

firms to launch very targeted marketing campaigns.  In this respect blogs can be seen as 

advertising platforms. In addition, personal content creation can be very beneficial for well-

established traditional brands, who want to get closer to their consumers through story telling. 

During the interviews, bloggers stated that companies also make use of their unique knowledge 

of the consumers and their individual creativity and innovative potential. Table 11 illustrates 

innovation related types of blogger and company collaboration in more detail. 

Marketing Nr. Cases Selected blogger statements
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9

Brands book me to be in the store for four or five hours and to post that I am there, so people will come (G)
Bloggers and Youtubers can already be perceived as stars. A lot of people want to take pictures with them or get an autograph (AB)
Reputation of a brand can be influenced by the brand itself by choosing the right bloggers that wear the stuff. I think there is definitely a 
lot of power they have (H)
If I would have the money and was a  designer, I would send out my clothing for free to all the big bloggers (I)
Brands want to work with bloggers because they know that these people have a fan group, people who follow them and like what they do 
and what they wear (S)
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8

The blogger gets paid for presenting a clock or whatever clothes in a nice way and to wrap the advertisement in a nice story (AC)
I can choose something from their assortment or they send me something and I can test it and write about it (AA)
Every photo I take, I allow them to use on their social media channel. So in a sense that adds to their social media image (F)
Nail polish company included bloggers as a link on their website. You can find blogger reports there (R)
Every time you tag them in a picture, the post appears on their website in a specific feed (R)
Brands want to have a video or a picture of us using their product and post it on social media and promote it. And they push that picture 
to all their accounts (B)
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I help strengthening their relationship and help new consumers find companies so they can establish an initial relationship (D)
The reader loses his or her suspiciousness about the quality. People automatically assume that the product is good (AB)
Bloggers are allowed to take photos and test the products and then create a report on the new products that the company has (R)
The main goal is to start some type of word-of-mouth. If you trust a blogger and made good experiences with the recommended 
products, then you go into the store and buy the next recommended item as well (R)
I am always happy when I get a package from a company with products I can test. That way I can benefit from testing it but also enthuse 
other people about it (AB)
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We never had a contract but I had a banner on my page for the shop and they send me a voucher every month (X)
Some want to conduct SEO and buy a link from you. So you can write actually anything that is related to the topic (AA)
Their sole purpose is to be on the top of the ranking in Google. They achieve that by having a lot of collaborations like that (AA)
I got the link and then had to include it in my post. The link gets generated by the PR agency and they can directly track who clicks (Z)
It really just means that me and a few other blogs that are within that groups, receiving the same banners. And we are getting a share 
from the sales of those banners (H)
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Table 11: Innovation Related Blogger and Firm Collaboration 

One prominent contribution of blogs is the alteration of brand images. By presenting a product 

in a unique way or relating it to their own brand image, bloggers have a significant influence 

on the brand perception of that product, can help to reposition the brand in a new way in the 

eyes of the consumer, or even introduce a brand to a completely new audience. Blogger (Y) 

states: 

Innovation Nr. Cases Blogger statements
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When people know my attitude, they relate my opinion with a brand (P)
If the brand is outdated and they want to bring across a message, they will use influencers to deliver a new brand message (B)
When you want to attract younger customers, I am convinced that young bloggers can influence that (E)
I innovate is in my writing style. I don’t write like the typical writer. I write like I am having a conversation (F)
If a brand is old fashion and usually is up for a new image or a younger image, they work with bloggers. It is like a facelift for a brand (G)
Now big brands look out for bloggers which fit into their philosophy or their image (I)
If you work with a very cool person and you give them very uncool clothes they still might make them look cool (K)
If you advertise a T-Shirt, you would wear it in a certain way. That would be your personal style, which influences the whole ad (U)
For example one collaboration I had, was that they wanted me to show new techniques on how to wear a scarf (Y)
Brands say we would like to collaborate with you because we think that your ideas and your images, and your editorial context would bring 
us a lot of new followers or make us a bit cooler again (Q)
You use the clothing to tell the story, as a metaphor or as a matter of expression (Q)
If the bloggers has a good image himself and recommends a certain brand, then there are some spillover effects from the brand onto the 
blogger and vice versa (R)
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Companies invite bloggers if they have a new product or edition (R)
The reason why I heard of them was literally by every influencer that I knew wearing their watches (F)
Companies give you booklets with information that you can share on your blog. Thereby you can improve the knowledge of the readers 
(W)
Bloggers use a variety of media such as Instagram, Facebook and Twitter. So you have multiple ways to reach people (Z)
Through my job I learn a lot of things and I might be under the first ones to bring it on my blog (AB)
You see somebody wearing this and you think what is it, you are excited to know more (C)
They reach so many more people and it is a lot cheaper for comapnies than traditional advertisement on television or in print media (E)
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I already designed a bag for a startup label in Hamburg (I)
I told a company, that my readers don't know fruit acid so well, so we now do a collaboration together about fruit acid face peels (O)
There are occasions where bloggers collaborate on developing a nail polish line or a bag line with companies (AA)
One blogger from the United States started her own make up line with a company (AB)
Companies start to notice that bloggers can serve as testimonials. There is a lot of jewelry design that bloggers start to explore (AC)
I did a jewelry line with a friend of mine for a magazine, where we designed 5 pieces of jewelry. And now we are designing a pair of socks 
(K)
Blogger has different ideas than the designer. So the blogger can influence the brand (M)
The blogger is able to make suggestions on the color and such and the line is named after the blogger (R)
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They asked me about my opinion about their products. They asked me to be honest (O)
Sometimes companies like online shops want to know brands, or other blogges, or if the product is right (O)
They could say: "this is our new design sneaker and we know that you love our brand. What do you say about this shoe?" (Q)
They referred me to the product development team and I talked to them about what bothered me and what didn't work. They were very 
interested and told me that they would definitely consider it when further developing the product (R)
I do reviews about projects. If it was skin care, they ask me what my skin is like and if I think that it would work for them as well (T)
And they just asked me if the products that are in the box are right for the German market (O)
Me and a lot of bloggers were invited once to a company for a workshop. We would emphasise wthat women would like to see more of in 
shops (X)
Bloggers get a lot of feedback from their followers. So I guess it's easier for companies to approach that influencer since he or she will 
represent a certain demographic age group (T)

P
ro

du
ct

 T
es

ti
ng

4

I started with everyday things like fashion or product tests and reviews (AB)
I deal very intensively with the topic of beauty and always write my honest opinion (AB)
That is very diverse and I am always happy when I get a package from a company with products I can test (AB)
Firms also started to open up special departments in their companies that explicitly deal with these kind of feedbacks and try to 
incorporate them in the products (AB)
Some companies subsequently read your posts and think it's a good idea and channel your feedback (W)
Another option would be testing a product and then writing a recension on platforms such as Amazon (Z)
I get asked to test products, it's just for review purposes. There is no payment involved. In that case it is easier for me to say that what I 
think (T)
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Maybe they are looking for inspiration too (M)
I think designers do read blogs to get their inspiration but usually the big ones such as ‘The Blonde Salad’ (M)
Comapnies get new ideas and they talk to the bloggers. They invite them, they see what they are wearing and what they like the most (AD)
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If you have a very old-fashioned brand that seems to be not really up-to-date and the 

blogger promotes something from them in a very nice way, I think it definitely changes 

the perception and the image that you have of this specific company. 

Via individual story telling bloggers can help average consumers to reinterpret new trends or 

understand the use of novel products and thus they can play a significant role in the consumer 

sense-making process. Blogger (Q) clarifies: 

Maybe I tell a story about a place in Hamburg I really like or I tell a story about an art 

gallery I visited. While the context has nothing to do with the product, I combine these 

two things and tell a story and bring it to life through my vision or idea. 

The described brand spill-over effects do not work only in one direction. Collaborations with 

influential and well-known companies or brands can also elicit positive effects on the blogger’s 

image, enhance reputation among peers and readers and be a signal of quality for new 

collaboration partners. Hence, at the beginning of their careers, bloggers also welcome firm 

collaborations which do not provide monetary compensation and sometimes might seem to be 

a bit exploitative. 

Bloggers also occasionally participate in new product development processes with firms. 

Throughout the interviews, bloggers confirmed that these types of collaborations exist, but 

stressed that they are limited to only a few and typically very influential bloggers.  

Another innovation related form of collaboration is trend forecasting and the interpretation of 

user needs, which bloggers can provide to firms due to their extensive engagement with a topic 

of interest and access to the first-hand consumer feedback. More experienced bloggers are 

utilized as a direct source of information and are increasingly hired as consultants. Such 

consultation can vary greatly in nature and can range from, simple advice on how to create an 

appealing social media presence or how to approach other bloggers for collaboration, to more 

product and business strategy related consultation concerning a new product development 

process or new product procurement advice. This type of consultation can be especially 

beneficial for startups that do not have sufficient resources to conduct extensive market 

research.  

Bloggers with a lower reach are increasingly being approached by firms for product testing. 

This is especially the case for cosmetic firms, who can not only benefit from the user feedback 

but also from the availability of user reviews on popular shopping platforms such as Amazon. 
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Beginners or part-time bloggers are typically happy to receive free products and thus often 

engage in such, mostly unpaid collaboration efforts. Finally, firms also indirectly engage with 

and benefit from the blogging phenomenon by simply screening social media platforms, 

analysing user “likes” and the use of hashtags and reading blogs and user comments. The open 

nature of social media platforms provides firms with a very large pool of information in the 

form of text, images and “likes”.  This data can serve as a source of inspiration and help to 

predict new and emerging trends. In fact, some tech savvy firms are starting to use this large 

availability of data and with the help of artificial intelligence tools, trying to predict new trends 

and then utilize such insights for just-in-time manufacturing. The emergence of the blogger 

phenomenon was also a catalyst for various business model innovations and offered novel 

possibilities for startup companies. Figure 2 below illustrates how companies can engage with 

bloggers during various product or brand development stages.  

 

Figure 2: Blogger Integration alongside Product Development and Life Cycle Stages 

To conclude our findings on blogger and firm interaction, we can say that bloggers can serve a 

dual role. They can contribute not only to marketing but also to innovation efforts of focal firms. 

However, throughout the interviews, it became apparent that there are still no standards nor 

established rules between companies and bloggers on how to effectively engage and 

collaborate. An important topic that leads to controversial opinions between companies and 
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bloggers is compensation. The market for blogger and firm collaboration is relatively new and 

standardized conditions and prices have still not been established. Moreover, bloggers 

mentioned that companies often do a poor job in choosing the right bloggers and that they are 

sometimes approached with requests that have no thematic fit to their blog. Blogger (G) 

explains: 

I like collaborations with brands who really know who I am and who follow what I do 

and who are a fan of what I do, because only then will the collaboration be successful 

(…) The result will be personal and my followers will be able to see that. 

4.5  Discussion 

In the findings section we show that bloggers play an important, although still novel, role in 

fashion business ecosystems and that they can act as moderators of the firm and consumer 

relationship. Due to their closeness to average users and their extensive product use and 

enthusiasm, bloggers serve as both an effective marketing tool as well as a valuable source of 

information and innovation, capable of contributing to the creation of new products and designs 

and re-positioning of brand perception in the eyes of the customer.  

To explain the functioning of a blogger-community-firm ecosystem we expand the graph 1 

discussed in the literature review and suggest a more dynamic and fluid model with information 

flowing in different directions and influencing individuals is different ways. Our findings 

contribute to the study of Hienerth et al., (2014) and suggest that a successful blog, to a certain 

extent, can function as a two-sided platform, which is nourished from both interaction with 

readers and collaborations with brands. In the circular process, the more readers a blogger gets, 

the more offers for firm collaborations he or she receives and consequently the more interesting 

brand collaborations he or she receives, the more readers will follow. Moreover, collaborations 

with influential and well-known brands can also elicit positive effects on the blogger’s image 

and enhance his or her reputation among peers. 
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Figure 3: Sense-making Processes in the Firm-Blogger-User ecosystem 

In our model, illustrated in Figure 3, a blogger acts not only like an information and innovation 

filter but also as an information and innovation interpreter. The interpretation function seems 

to matter most in the case of the fashion industry, as sense-making and recombining existing 

products in fashion blogging can be regarded as innovative activity. It is also important to note 

that sense-making in the ecosystem environment is a cumulative process and that bloggers 

themselves are constantly influenced by their peers, readers, fashion experts and the general 

spirit of our times. These findings are in accordance with the study by Di Maria and Finotto 

(2008) who suggest that user communities can help companies in the innovation of non-

functional and intangible elements such as brand perception. 

In today’s reality, where we are constantly confronted with information overflow, for some 

readers bloggers serve an important function as information filters. Our study confirms the view 

of Uzunoğlu and Kip (2014), that in the context of social media the two-step flow of 

communication model, becomes a multiple step model. In order to send a desired brand 

message, firms can directly communicate with users, bloggers, or blogger communities, or even 

coordinate their message with the help of marketing and blogger management agencies. In 

addition, they can use a combination of different channels. However, depending on each route, 

the strength and control of this information flow differs.  

With reference to the research questions raised, it has been shown that bloggers can have both 

lead user and opinion leader characteristics. Our study supports the study of Uzunoğlu and Kip 

(2014) and shows that fashion bloggers can be regarded as powerful opinion leaders in the 

online environment. One rather straight forward piece of evidence for this is the above average 
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number of followers on the bloggers’ social media channels, which suggests opinion leadership 

rather than opinion seeking behaviour. This is in line with the suggestion of Kratzer and Lettl 

(2009) and Kratzer et al., (2016) that opinion leaders are typically characterized by high degree 

centrality. However, we also observe that opinion leadership is a characteristic dependent on 

the group context and that not all bloggers have the same network position. It has been observed 

that, especially the niche blogs have lower network centrality and are behaving more as 

cosmopolitans, who bridge the different community boundaries.  As suggested by Dahlander 

and Frederiksen (2012) such individuals have the power to introduce and explain fashion related 

topics to an audience which is not primarily interested in fashion. While such types of niche 

bloggers might have a relatively lower follower number, their readers are more loyal and are 

more likely to follow the blogger’s opinion.  

As suggested by Katz and Lazarsfeld (1955), bloggers often engage as intermediaries in the 

firm and consumer relationship and serve the function of a role model to their followers, who 

are typically similar to them in terms of demographics, interests and socio-economic status. 

This characteristic makes bloggers very interesting for firms because it allows them to conduct 

targeted marketing campaigns when engaging with a specific blogger type. Consistent with the 

opinion leadership literature (e.g. Rose and Kim, 2011; Ertekin and Atik, 2012), bloggers serve 

an important function for uncertainty reduction for their readers, who are typically not as 

informed and up-to date as the bloggers they follow.  

As suggested by the literature (e.g. Flynn et al., 1996; Goldsmith and Clark, 2008; Ertekin and 

Atik, 2012) in certain situations opinion leaders can also act as opinion seekers. Our study 

supports this notion, as it has been shown that bloggers might be opinion givers to their readers 

but become opinion seekers when participating in the blogger communities. Hence, we support 

the notion that opinion leadership in the blogger communities is also very group and context 

dependent. Related to this twofold behaviour - both opinion leading and seeking - is the fact 

that bloggers need to constantly over deliver and keep themselves up to date to maintain 

relevance for and hold the interest of their reader community (Uzunoğlu and Kip, 2014). Such 

pressure can also be disadvantageous, because by constantly reading other blogs and following 

their blogger friends on social media, intentionally or unintentionally, bloggers start to engage 

in copying behaviour.  

Fashion bloggers’ eagerness to stay informed and their intense engagement with the topic of 

interest is closely related to the lead user characteristic of being “ahead of a trend” (von Hippel, 
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1986).  The majority of our interviewees confirmed that they actively follow trends and see it 

as part of their job and as a related responsibility of being a blogger. We observe that to a certain 

extent, everyone who has started a blog was “ahead of a trend” when compared to the general 

user population and this is especially the case with male blogs, as blogging activity among men 

is even less common. In addition, we observed that almost half of our interviewed bloggers 

work or study in fashion related industries, which places them in a good position to receive 

fashion related news and surround themselves with industry experts and thus help them 

maintain their “ahead of a trend” position. However, just like with network centrality and 

influence (Merton, 1968), the “ahead of a trend” characteristics of individual bloggers can vary 

greatly and change over time and should be thus considered in regard to the peer group. A 

fashion blogger might be better informed about the latest trends, in for example swimwear, than 

most of her readers, but she can have the average knowledge in this domain once compared to 

the fashion blogger community. On the other hand, a niche blogger writing about vegan fashion 

can be better informed about a specific development in this domain than most of the top 

followed generalists fashion bloggers. This confirms that the characteristic “ahead of a trend” 

is also a very “trend specific” (Hienerth and Lettl, 2016) and that individuals can differ on their 

level of “ahead of a trend” based on their peer group.  

When referring to the second lead user characteristic, having a personal need and thus 

innovating in order to solve it (von Hippel, 1986), many bloggers admitted that while they might 

not be solving life-threatening needs they, nevertheless, confirmed that they solve needs for 

themselves and others, and by doing so they also gain personal fulfilment. Such needs can range 

from social needs to meeting like-minded people to more product related needs such as lack of 

modern plus size fashion or affordable fashion for students. The “solving a need” characteristic 

has been especially observed among the niche bloggers. Such bloggers are also less active in 

blogger communities and engage less in imitating activities and thus can be regarded as being 

closest to the von Hippel (1986) definition of lead users. However, bloggers themselves also 

questioned their individual innovativeness and the innovativeness of their peers. This is 

especially the case on account of the highly interconnected blogosphere and copying activities 

of many bloggers and the cyclical nature of the innovation in the fashion industry itself. 

Our findings provide support for the study by Schreier and Prügl (2008), who examined lead 

user characteristics in the extreme sports context. They suggested that innovative users can be 

highly valuable for firms beyond the idea generation process by helping to diffuse and market 

new products and thus have opinion leader characteristics as well.  In the context of the fashion 
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industry, which offers low technical innovation possibilities and in which only a few extreme 

perceived needs can be identified by users, the two constructs overlap and can actually enhance 

one another. It seems that in the context of social media, opinion leadership skills are becoming 

increasingly important for lead users. Lead users with opinion leader’s characteristics can better 

engage and facilitate online community interaction and get feedback on their ideas and due to 

their increased social media attention are also easier for firms to find.  

As suggested by Hienerth and Lettl (2016), individuals differ in their lead userness and that 

lead userness is not a constant state. We observed that some bloggers show stronger opinion 

leadership characteristics while others show stronger lead user characteristics. However, given 

their personal and professional experience and the people they surround themselves with, their 

position can change. Nevertheless, all bloggers are to a certain extent “ahead of a trend” when 

compared to a general user population. As suggested by Franke et al., (2006) this characteristic 

is even more important in finding commercially attractive user innovations and could imply 

that individuals with opinion leadership characteristics alone could contribute to the firm 

innovation processes. Hence, we show that all bloggers have something to offer to firms looking 

for sources of innovation outside their corporate borders.  

One aspect of 21st century society is the vanishing separation between our private and 

professional lives. Especially today’s youth wants to work on projects, which they can 

personally identify with and which provide personal fulfilment. Thus, with changes in society, 

one could also assume that lead user characteristics as defined by Hippel (1986) are changing 

as well. While Jeppesen and Frederiksen (2006) suggested that innovative users are more likely 

to be hobbyists active in a field not directly related to their profession, in our study we could 

not identify a clear tendency when looking at our blogger sample. However, while slightly less 

than half were working or studying in fashion related industries and agreed that experience in 

photography, design, or journalism helps them to run a professionally looking blog, we 

observed that the most successful bloggers had neither study nor professional backgrounds 

related to fashion - an observation which could suggest that innovation blossoms from 

combining a diverse set of skills and experiences. We hence propose: 

Proposition 1: Bloggers with cross-industry experience are perceived as more 

authentic on social media and have a higher propensity to come up with innovative 

ideas.  
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Bloggers directly acknowledge that their popularity and social media presence put them in a 

favourable position to launch their own products and show case their designs supporting the 

view of bloggers as user entrepreneurs (Shah and Tripsas, 2007; Hienerth and Lettl, 2011). As 

most of the bloggers start their blogging activity primarily drive my intrinsic motivations, they 

could be considered to be accidental entrepreneurs. The opinion leader characteristic of lead 

user also puts them in a good position to launch their own firms or commercialize their designs. 

Since, as suggested by Shah and Tripsas (2007), access to distribution channels can foster user 

entrepreneurship. And due to their social media popularity, bloggers have an advantage over 

fashion startups, which still need to build up their follower group and win their trust. We hence 

propose: 

Proposition 2: Bloggers with strong both opinion leader and lead user characteristics 

have a higher potential to become entrepreneurs, as they can leverage domain know-

how and access to distribution channels.  

Since many bloggers start their blogging activity while studying or working as freelance 

photographers or journalists, they do not have the high opportunity costs associated with writing 

a blog and trying to commercialize it. Hence, we also confirm previous studies that suggested 

that low opportunity costs can foster user entrepreneurship (Shah and Tripsas, 2007; Shah and 

Tripsas, 2016) and suggest:  

Proposition 3: Individuals with low opportunity costs are more likely to engage in 

blogging activity and look for ways to commercialize it.  

Our study adds robustness to the study of Hienerth and Lettl (2016), suggesting that user 

innovation is domain and trend specific. We show that in the fashion industry, user 

reinterpretation and sense-making of different products and designs can be regarded as 

innovation and that even within fashion industry itself, specific trends can be observed and they 

too offer distinctive opportunities to innovate. We also confirm the notion that individuals can 

differ in the intensiveness of their lead user characteristics and that these characteristics can 

increase or decrease over time, making it hard for firms to identify users with both lead user 

characteristics as defined by von Hippel (1986).  

In order to get a better understanding of the blogosphere itself and help companies identify 

suitable cooperation partners, based on the constructs suggested in the academic literature and 

our empirical observation, we propose a typology of bloggers as illustrated in Figure 4. While 

we assume that all bloggers are, to a certain extent “ahead of a trend”, we base our typology on 
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the lead user and opinion leader characteristics that are divergent, namely, the central network 

position of opinion leaders and the perceived need and the innovative activity of the lead users. 

In addition, based on Hienerth and Lettl (2016), we adopt the notion that individuals might 

differ on the scale of their lead userness and that this lead userness is a characteristic which can 

increase and decrease over time. We also apply the same logic for the network centrality 

characteristic of the opinion leaders. 

 

Figure 4: Typology of Fashion Bloggers 

Personal Diary Bloggers: These types of bloggers are typically the early adopters of the 

blogging trend, who transferred their private paper-based diaries to an online context. Their 

motivation to start blogging activity is strongly intrinsically driven and by writing a blog they 

are able to solve personal needs or private life issues, and then later also to help others do the 

same. Personal Diary Bloggers have a higher degree of interaction with readers, which 

positively contributes to the feeling of a community. Close personal connection and 

identification with a blogger results in trust between the blogger and the readers, which 

positively affects the blogger's influence on the readers’ purchasing behaviour and adoption of 

the brand image perception that the blogger promotes. Such bloggers can be expected to have 

a higher capacity to innovate, as they serve the interests of a niche group, for example vegan or 

plus size fashion or a specific segment within the cosmetic industry such as nail polish 

enthusiasts, and thus have a deeper product know-how. In addition, to social media accounts, 

Personal Diary types of bloggers typically run a real online blog and invest a significant amount 

of time writing insightful and meaningful articles, which are sometimes related to private life. 

They are also the ones who make the effort to meet their followers in person, instead of just 
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moderating their reader community online. They look for a meaningful connection to like-

minded people and self-affirmation. Due to their personal needs and expertise in a particular 

niche (e.g. vintage fashion) and their close connection to their audience, such individuals are 

very interesting for firms looking for innovations and contributors to the new product 

development processes. When looking at the Figure 2 they can add the most value in the second 

and fifth stages of the product life cycle. However, while such types of bloggers are very 

authentic and can be a great source of inspiration, their taste might not reflect the taste of the 

broader fashion consumer population.  

Due to their authentic style and by co-branding with well-known brands, Personal Diary 

Bloggers can gain celebrity status and increase their reach over time. In other cases, such types 

of bloggers identify a need, which can be commercialized, and they become more 

entrepreneurially minded. However, in order to commercialize their ideas, they need to have 

access to a larger consumer base and work on increasing their opinion leadership skills – 

activity, which for some Personal Diary bloggers might result in personal value clash.  

Celebrities and First Movers: In the lower right quadrant one finds music, film, or sports 

celebrities or bloggers with a first-mover advantage, who over the years and due to the novelty 

of the blogging trend itself, managed to attract a significant number of followers.  These types 

of bloggers might be blogging full-time or working in adjacent industries such as modelling, 

acting or fashion editing and using a blog as a medium to promote their work. First Movers are 

usually very experienced and can transfer their professional know-how to their blog and over 

time, their blogs and social media channels, start to function like highly professional fashion 

and lifestyle magazines, making them very effective advertising platforms. Due to their reach, 

they can diffuse information and new trends very effectively. However, because of the dis-

balance of inbound and outbound attention, their connection to readers and a feeling of a 

community decreases. When it comes to purchasing behaviour, readers’ intention to buy the 

products that this type of blogger presents can be less driven by trust but rather by a desire to 

look like the blogger or to belong to a specific social group. Collaborations with Celebrities and 

First Movers types of blogger can require high budgets on the part of the firm. Moreover, 

creating personalized content and engaging in long-term relationships can get challenging due 

to the intermediation of the advertising or blogger management agencies. This fact could also 

induce a low blogger’s identification with a product or a brand he or she is advertising and 

provide little motivation to give feedback to collaborating firms.   
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Over time Celebrities, due to their profession-related projects in other domains or events in their 

personal life, have it easier keeping their network centrality and entertaining their followers and 

even have spill over effects from their profession to the blog and vice versa. On the other hand, 

First Mover full-time type of bloggers, who see blogging as their main profession, are under 

constant pressure to entertain their audience and deliver interesting content. Thus, in order to 

keep their position, they have to either innovate or constantly generate crowd-engaging content, 

which could involve competitions, games, or even writing about controversial topics. However, 

due to their high social standing, such types of bloggers are well connected and respected within 

blogger communities, which can help them keep their position and influence. 

They are true opinion leaders and are motivated by reader affirmation and brand recognition, 

especially when collaborating with highly respected established brands. As a result, they are 

afraid to “miss out” and keep themselves very alert about the happenings in society. However, 

they are typically only the early adopters of the new trends and products.  They are also less 

likely to develop entirely new trends or innovations as they occupy a central position within 

blogger communities and seldom get inspiration outside of such communities. Nevertheless, 

they possess high domain expertise and product know-how and due to a constant need to 

entertain their readers, they also develop a creative writing style. 

Such types of bloggers can be valuable contributors to stages one, two and three of the product 

life cycle. They can serve as a source for trend forecasting and inspiration in the ideation stage, 

be valuable consultants in the product development and testing stage and can also play a 

significant role in the diffusion of new products by generating a buzz on social media before 

and after the product launch. Celebrities and First Mover types of bloggers are also frequently 

hired as brand ambassadors. Due to their professional experience, they have the necessary skills 

to create visually appealing and commercially attractive advertorial content and can 

significantly contribute to the making of brand image on social media.  

Celebrities and First Mover bloggers are intrinsically and extrinsically driven and are proud that 

they were able to turn their hobby into their profession. Once they are interacting with firms, 

full-time bloggers want to have fair compensation and be respected as journalists in their own 

right. They also like to be treated like celebrities, enjoying lavish parties and events and meeting 

the real music and fashion celebrities. However, when interacting with such bloggers, firms can 

experience low loyalty due to the monetary incentives of the bloggers. In addition, their readers 
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may be less likely to follow the blogger’s advice, once they realize that the recommendation 

was commercially driven. 

 “Me too” Bloggers: Bloggers in the lower left quadrant are the ones who have emerged as a 

result of mass media attention to bloggers as self-made celebrities, strong personal 

identification with a few beloved bloggers, or a general wish to be part of the emerging fashion 

blogging culture. Often these types of behaviours are extrinsically driven, since blogging 

promises easy access to product testing and exclusive events and networks. Typically, such 

types of bloggers do not have a real web blog and just engage in “microblogging"10 on diverse 

social media channels and see it as a part-time activity or a hobby. 

While this type of blogger does not have a large reach nor a strong need to innovate, cooperating 

with them on general product testing and conducting market research can nevertheless be 

interesting for firms. They could be especially relevant for cosmetics companies in stage three 

of the product life cycle (Figure 2), when looking for fast user feedback after the product launch 

or when wishing to increase the number of product reviews on popular shopping sites such as 

Amazon. In addition, such bloggers can help to diffuse trends first set by Celebrity or First 

Mover bloggers and strengthen the effectiveness of large marketing campaigns. They can keep 

the social media buzz high and thus help the product reach the critical mass of customers. While, 

due to their lower number of followers on social media, such types of bloggers might be harder 

for firms to identify, they themselves approach firms actively. “Me too” types of bloggers 

favourably accept free products as remuneration for their work, especially when collaborating 

with well established brands, because showcasing such collaboration can increase bloggers’ 

reputation among their peers and readers and can attract new firm partnerships. Many also enjoy 

having this activity as a way to escape everyday realities and a chance to make new friends.  

“Me too” types of bloggers like participating in blogger events, meeting like-minded people 

and gaining the feeling of a community. Hence, they also more actively engage with their 

readers online and answer readers’ comments or comment themselves on the blog posts of their 

blogger friends.  They help to fuel social media with an abundance of data, which can be 

valuable for firms trying to understand the mass-market trends and general consumer 

preferences. However, the “Me too” types of bloggers have lower brand value and recognition 

and thus in order to increase their follower count they are willing to take higher risks in terms 

of the content they produce or the type of collaborations they engage in. “Me Too” types of 

                                                 
10 Industry term which refers to short texts accompanying a picture or a video on diverse social media channels. 
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bloggers are frequently short-term driven, are younger and can engage in opportunistic 

behaviour, which for firms might mean giving away the control of their brand’s image online. 

Hence, some hierarchically organized and traditional firms might find it difficult and frustrating 

to engage with them. Over time, and due to frequent engagement with a topic of interest, such 

bloggers typically become more professional and are able to increase their follower number. Or 

in an attempt to become blogger entrepreneurs, they find their own niches and specialize.  

Blogger Entrepreneurs: Bloggers located in the upper right quadrant of the diagram possess 

not only high network centrality, but they are also very innovative and are able to create new 

products and designs or even impose new trends on the whole industry. Such types of bloggers 

can develop new products with the assistance of focal firms or by acting on their own and 

launching their own branded products. Blogger Entrepreneurs are rare – they have evolved over 

time, as a result of either First Mover or Celebrity bloggers becoming more innovative and 

entrepreneurial, or as niche Personal Diary bloggers achieving greater public recognition. 

Collaboration efforts with such individuals can deliver the most fruitful results for firms as they 

can, not only utilize their unique product and domain expertise, but also leverage their social 

position when it comes to the marketing of the jointly developed product. Due to this position, 

they have the power to become entrepreneurs in their own right and are also able to create their 

own powerful brands. This is especially evident with beauty bloggers active on YouTube (also 

referred to as video bloggers).  

Blogger Entrepreneurs are well-informed and are ahead of the fashion and technology trends. 

Readers regard such bloggers as experts in their domain and due to the bloggers very personal 

content, readers tend to trust them more than Celebrity bloggers. To protect their brand value, 

they are usually not active in blogger communities. Due to their influence and unique personal 

take on fashion, they get to know designers and other fashion industry experts and thus can also 

be inspired and informed by them. They are entrepreneurs in their own right and have dedicated 

employees managing their firm collaboration efforts and sometimes even moderating their 

reader community. For firms, they could be valuable in all five product life cycle stages. 

However, they are expensive to engage with and they are careful and strategic when selecting 

their collaboration partners. They value their independence and autonomy and are true digital 

nomads. Hence, brands willing to engage with them need to respect them as equal partners, not 

as contractors. Firms can offer co-development agreements to them and thus share the risks of 

new product development. Blogger Entrepreneurs, on the other hand, can provide product and 

customer know-how and then utilize their reach to push the product to the market. Due to their 
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popularity and admiration by other bloggers, they can assure that the product will be highly 

adopted and shared in the bloggers’ community. Once the product is on the market, they can 

generate vast user feedback, which could then be a valuable source of information for further 

development and improvement of the new product – a practice especially valuable to startups 

and Lean Startup methodology practitioners. Firms, with lower budgets, can also indirectly 

engage with and benefit from them by simply analysing their blog articles, posts on social media 

and their reader comments, which can provide valuable and free access to market research and 

trend forecasting data.  Startup founders also have a chance to convince a blogger of the quality 

of their new product or novel functionality and can try to win the blogger’s sympathy and be 

featured for free. Since bloggers are also young entrepreneurs, they themselves can develop 

sympathy for aspiring entrepreneurs and be willing to support them with their know-how, 

connections and reach. 

4.6  Conclusion 

To summarize, it can be said that blogging is a very ecosystem driven phenomenon and offers 

many opportunities for startups and established firms to benefit from. Due to their personal 

connection to readers and their role model function bloggers accumulate sticky information and 

thus have an advantage over the traditional marketing strategies of firms, as they touch people 

in a more authentic and direct way. However, the blogosphere is comprised of many different 

bloggers who possess different qualities and characteristics and as a result offer different 

collaboration opportunities for firms.  

While previous research investigation of the phenomenon of blogging, primarily addressed 

their contribution to the firms’ marketing activities (e.g. Uzunoglu and Kip, 2014), in our 

analysis of the 30 fashion blogger cases, it has been shown that, if well selected, bloggers are 

able to serve as both an effective marketing tool and as valuable contributors to firms’ 

innovation processes. Bloggers can elicit powerful word-of-mouth effects and, in the collective 

sense-making process with their followers and brands, they can contribute to the creation or re-

positioning of product or brand perception. In addition, they can contribute to firms’ new 

product development processes by acting as consultants, product testers and in some cases even 

participate in the new product development process itself. As shown in Figure 2 they can add 

value in different ways throughout the entire product development and life cycle stages. 

Especially interesting and novel are the findings that bloggers can help firms to extend the life 

cycle of products and brands by either reinterpreting their use or by introducing a product or a 
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brand to a new audience. Hence, our findings suggest that in the low-tech consumer goods 

industries, collaboration with bloggers and social media influencers offers a unique opportunity 

for firms to leverage both innovation and marketing potential. However, firms might face 

challenges in blogger selection and cooperation processes, as standardized firm routines often 

prove to be redundant, requiring that firms build distinct skills and capabilities to identify and 

engage with these new types of business ecosystem members.  

4.6.1 Implications for Theory 

This study takes a novel approach in looking at open innovation processes via the use of 

bloggers and social media influencers in the light of an emerging business ecosystem. In the 

context of the fashion industry and social media platforms, we show a novel relationship 

between the lead userness and opinion leadership characteristics of individuals. Due to the rapid 

advancement and increasing complexity of today’s technologic innovation, average users might 

find it difficult to come up with major innovations. However, their opinion leader characteristics 

can offer novel opportunities for firms looking to integrate users in the new product 

development process. Our findings support the study of Schreier and Prügl (2008) that states 

that innovating users can contribute to companies beyond the idea generation process and serve 

as highly effective diffusers and marketers of new products and designs. In addition, while the 

literature suggests that lead users are “ahead of a trend” due to their intense personal 

engagement with the product or topic of interest. In the case of blogging, we observe that 

bloggers can gain expertise and sticky knowledge by also actively being involved in blogger 

and user communities and by moderating such communities.  Due to such engagement, they 

possess a deep customer knowledge and can offer valuable support for firms looking for new 

product ideas. This suggests that lead user and opinion leader constructs are of an overlapping 

nature and that in the context of social media and changing popular culture, the lead user 

characteristics defined by von Hippel (1986) should be extended. 

In addition, our study sheds more light on the open and user innovation practice within the 

fashion industry and illustrates its domain specificities (Hienerth and Lettl, 2016). We show 

that user innovation in the creative industries is more focused on product design and the 

intangible elements that are related to it. Changing the perception of a product by placing it in 

a different symbolic environment and possibly even altering its original form of use, contributes 

to the individual’s sense-making related to that product. This specific angle of looking at 

innovation allows interpreting the characteristics of lead users in industries that are 
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characterized by low technological innovation and complements the study of Di Maria and 

Finotto (2008). Our findings also add robustness to the study by Hienerth et al., (2014) which 

suggests that by collaborating with users, firms can reduce new product development risks, 

expand their design space and generate a buzz in the community. Especially the buzz generation 

function of bloggers was evident, which points out the increasing relevance of the opinion 

leadership characteristic of user innovators.  

Also, the benefit component of lead user definition (von Hippel, 1986) has to be reinterpreted 

in order to relate it to the phenomenon of bloggers and individual behaviour on social media. 

The primary difference to lead user research is the fact that the innovation of the typical blogger 

does not always directly benefit him or her but rather other people, who subsequently reward 

the blogger by providing access to exclusive offerings or network. Consistent with previous 

literature (e.g. Bilgram et al., 2008; Boudreau and Lakhani, 2009; Hienerth et al., 2014), our 

study demonstrates that motivation to undertake innovating activity can be diverse in nature. 

However, while motivation to start a blog is typically intrinsically driven, over time extrinsic 

motivations take over and are necessary for the feeling or fairness. Here, bloggers’ monetary 

incentives allow us to view them as entrepreneurs and provide insights into the emerging 

academic research on user entrepreneurship (Shah and Tripsas, 2007; Shah and Tripsas, 2016).  

Furthermore, our study confirms the notion that neither lead user (Hienerth and Lettl, 2016) nor 

opinion leader (Goldsmith and Clark, 2008; Ertekin and Atik, 2012) characterises are stable 

conditions. They are both domain and group specific and can increase or decrease over time - 

observation further suggesting a similar nature of lead user and opinion leader constructs.  

Finally, our study sheds more light on the increasingly important role of individuals as new 

business ecosystem members and provides rich qualitative insights for further empirical work.  

4.6.2 Implications for Practice  

Today organisations function as members of complex business ecosystems. The rise in 

importance of individuals in business ecosystems is the area where organisations struggle the 

most.  While the goals and intentions of organisations are more predictable, interaction with 

individuals can be more complex since they are driven by very diverse set of motives.  

Moreover, with Instagram becoming the place where an online image of consumer brands is 

being created, brands are no longer in full control of their digital presence. In our study we 

show that by collaborating with bloggers, firms can regain influence, as bloggers can help firms 
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to develop an authentic and more personal connection to the consumers. In addition, bloggers 

offer interesting collaboration opportunities because of their dual role as innovators and 

marketers of innovation. While bloggers’ power to diffuse new products, designs and trends is 

to a large extent already understood and utilized by firms’ marketing and public relations 

departments, our study shows that firms can leverage this phenomenon beyond its known 

potential. We show that bloggers can play a valuable role in the firms’ innovation processes. 

Especially interesting are the findings on the bloggers’ role at the end of the product life cycle.  

In addition, we suggest that interacting with bloggers offers interesting opportunities for Lean 

Startup practitioners, be it startup founders or corporate innovation managers, as bloggers offer 

a fast, direct and usually cost efficient option to generate customer feedback and test new ideas 

in the fuzzy front end of the new product development process. Due to their domain expertise 

and close personal connection to their readers, bloggers can function as a “condensed version” 

of a target customer base and can be viewed as a reliable source of information on the opinions 

and tastes of a larger user population. However, a point to note is that due to their domain 

expertise, sticky information and central network position, over time bloggers can become 

entrepreneurs in their own right and even become competitors for the firms that they previously 

cooperated with. Bloggers are becoming increasingly important members of business 

ecosystems and to a certain extent firms simply cannot ignore them. Thus, a better 

understanding of their motivations and capabilities is beneficial for all ecosystem members. 

Based on academic literature and our empirical investigation, we propose a typology of 

bloggers, which can serve as a guidance for firm managers when trying to identify appropriate 

collaboration partners. Our findings have implications for practitioners not only in the fashion 

industry but also for other consumer goods industries which are strongly driven by user insights 

and collective sense-making on the social media channels. 

4.6.3 Limitations and Future Research 

However, this research paper is not without limitations. Firstly, we conducted a qualitative 

study, which is restricted to a certain number of cases. Apart from the sample size, the 

composition might also inflict certain limitations. Since the research team could not convince 

highly successful bloggers to take part in the study, most of the interviewed bloggers were of 

medium to small size. Conducting in-depth case studies with highly successful bloggers could 

offer interesting contributions to our findings and shed more light on the entrepreneurial 

activities of bloggers. Our industry choice also poses limitations on the generalizability of the 
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findings.  With regard to innovation, it could be valuable to interview bloggers from different 

industries, such as video gaming or sports, which bear potential for a more technical product 

innovation compared to the rather interpretive and sense-making nature of innovation in the 

fashion industry. Interviewing parent or health and fitness bloggers could also shed more light 

on bloggers involvement in solving more real everyday needs. In addition, this study did not 

reflect the opinion of the blog readers. Performing experiments on bloggers’ influence on 

readers’ attitudes and online behaviour could add value for social science scholars studying 

group and individual behaviour and the creation and perception of individual authenticity in the 

online environment. Marketing scholars could also investigate if blogger endorsed or co-

developed products perform better in the market and are trusted more by consumers.  

Despite its qualitative nature, our study provides first empirical evidence and bases to further 

analyse the role that bloggers and social media influencers play in the innovation processes of 

firms. With recently emerging blogger management agencies and data bases tracking bloggers 

and their social media channel statistics, future research could try to replicate our results in a 

quantitative study.  Interesting avenues for future research could be investigating the increase 

and decrease of lead user and opinion leader characteristics in individuals and the development 

of such characteristics over time. What life events influence bloggers’ innovativeness and 

popularity? What happens to popular blogs once the blogger ages? Does the audience still 

follow? From firms’ perspective, it would be valuable to look at the processes of blogger 

collaboration patterns from the perspective of the firm absorptive capacity and organisational 

design. Do startups and established firms engage differently with bloggers? Are there risks 

associated with such open innovation practices? Finally, it would be interesting to study 

bloggers and their contribution to the new forms of firm creation from the perspective of the 

entrepreneurship theories and in relation to the Lean Startup methodology.   
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4.7 Chapter 4 Appendix  

 
Table 12: Project 2: Interviewee Statistics 

Followers
Followers 

divided by 1,000
Posts

Ratio follower 
to people 
following 

Amount of 
posts over last 

two weeks

Resulting posts 
per day

Average of 
likes for these 

posts

Normalized 
average likes

Average of 
comments on 
these posts

Normalized 
average 

comments

A 30
Full Time 
Blogger

Full Time 
Blogger

Biology  481.000  481  4.338 1066.52 28,00  2,00  5.295,60  11,01  42,00  0,09  

B 22
Part-Time 
Blogger

Student Finance  309.000 309,000  1.172 4.116,00  2,00  0,14  11.320,00  36,63  107,00  0,35  

C 30
Full Time 
Blogger

Blogger and 
Creator 

Journalism  297.000  297  1.633 0.006 2,00  0,14  11,00  0,04  143,00  0,48  

D 21
Part-Time 
Blogger

Student
International 
Management

 284.000 284,000  213 2.840,00  1,00  0,07  6.000,00  21,13  59,00  0,21  

E 21
Part-Time 
Blogger

Student
Fashion, luxury 
and retail 
management

 173.000 173,000  668 405,15  9,00  0,64  4.755,11  27,49  92,00  0,53  

F 27
Full Time 
Blogger

Full Time 
Blogger

Bachelor´s 
Degree in 
Finance 

 118.000 118,000  1.120 139,15  8,00  0,57  1.904,63  16,14  65,50  0,56  

G 23
Full Time 
Influencer

Full Time 
Influencer / 
model

-  104.500 104,500  5.373 105,98  36,00  2,57  2.631,00  25,18  28,00  0,27  

H 37
Part-Time 
Blogger

Photographer Acting  34.200 34,200  1.733 35,22  33,00  2,36  430,00  12,57  6,24  0,18  

I 25 Full-time blogger
Full-time 
blogger

Fashion design  18.400 18,400  2.886 45,32  56,00  4,00  328,20  17,84  5,36  0,29  

J 25
Part-Time 
Blogger

Student
Media and 
cultural 
sciences

 17.800 17,800  857 38,52  26,00  1,86  803,27  45,13  19,30  1,08  

K 26
Part-Time 
Blogger

Photographer / 
journalist

Fashion 
journalism

 13.100 13,100  1.283 8,65  25,00  1,79  206,32  15,75  4,36  0,33  

L 24
Part-Time 
Blogger

Student Law  12.500 12,500  1.748 14,89  36,00  2,57  231,11  18,49  12,06  0,96  

M 29 Full-time blogger
Stylist and full-
time blogger

Library science  11.300 11,300  581 2,87  38,00  2,71  333,50  29,51  11,63  1,03  

N 20
Part-Time 
Blogger

Student Architecture  11.100 11,100  1.306 14,58  31,00  2,21  597,51  53,83  6,58  0,59  

O - Full-time blogger
Full-time 
blogger

Graphic design  8.388 8,388  1.498 9,62  34,00  2,43  183,82  21,91  6,74  0,80  

P 20
Part-Time 
Blogger

Student
international 
Marketing

 8.309 8,309  595 13,90  2,00  0,14  1.631,00  196,29  31,00  3,73  

Q 30 Full-time blogger
Full-time 
blogger

Journalism  8.064 8,064  178 12,88  15,00  1,07  264,86  32,84  2,53  0,31  

R 30
Part-Time 
Blogger

Graphics 
designer

No data 
available

 7.664 7,664  570 13,38  12,00  0,86  433,92  56,62  14,50  1,89  

S 21
Part-Time 
Blogger

Student Literature  5.280 5,280  967 12,81  17,00  1,21  107,82  20,42  1,82  0,34  

T 24
Part-Time 
Blogger

Student
Economics and 
Politics

 5.073 5,073  1.558 6,64  18,00  1,29  143,38  28,26  4,60  0,91  

U 28
Part-Time 
Blogger

Managing 
editor online of 
magazine

English and 
German

 4.233 4,233  1.501 4,93  12,00  0,86  328,75  77,66  7,83  1,85  

V 23
Part-Time 
Blogger

DHL public 
relations

Cultural 
journalism

 3.530 3,530  214 12,05  14,00  1,00  136,14  38,57  11,50  3,26  

W 21
Part-Time 
Blogger

Student Communication  2.967 2,967  759 3,28  7,00  0,50  123,00  41,46  6,00  2,02  

X 30
Part-Time 
Blogger

Teacher English, French  2.735 2,735  1.357 3,89  11,00  0,79  90,30  33,02  2,50  0,91  

Y 25
Part-Time 
Blogger

Student Economics  2.283 2,283  271 4,15  3,00  0,21  119,67  52,42  8,30  3,64  

Z 22
Part-Time 
Blogger

Student Pedagogics  1.916 1,916  531 4,00  26,00  1,86  235,65  122,99  16,81  8,77  

AA 25
Part-Time 
Blogger

Working in a 
bank

-  1.609 1,609  363 5,35  11,00  0,79  91,18  56,67  3,90  2,42  

AB 20
Part-Time 
Blogger

Working in a 
perfumery

-  933 0,933  132 2,68  8,00  0,57  29,88  32,03  0,88  0,94  

AC 24
Part-Time 
Blogger

Student
Business 
engineering

 421 0,421  1.078 1,16  17,00  1,21  21,65  51,43  1,47  3,49  

AD 25
Part-Time 
Blogger

Student
Digital media 
publishing

 296 0,296  414 1,11  20,00  1,43  40,90  138,18  1,50  5,07  

Profession Studies

Instagram

Blogger Age
Full-time 

vs. part-time
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Table 13: Project 2: Coding Framework and Statistics (1) 

Coding Category
Nr. of Sources 

Coded
Nr. of References 

Coded
Average Kappa Weighted Kappa

Average % 
Agreement

Weighted % 
Agreement 

1. Motivation to Start a Blog 0 0 0,83 0,88 99,82 99,87

1.1 Wish to Explore Own Interest and Passion 11 22 0,95 0,94 99,94 99,92

1.2 Need for Self-Expression and Sharing 12 25 0,77 0,81 99,74 99,78

1.3 Inspired by Other Blogs 8 16 0,69 0,92 99,74 99,95

1.4 Friends and Family 11 25 0,99 0,99 99,98 99,99

1.5 Work Related 9 25 0,83 0,83 99,80 99,76

1.6 Other 4 6 0,53 0,66 99,69 99,83

2. Benefits from Blogging 0 0 0,89 0,89 99,70 99,72

2.1 Material (e.g. clothes, money, free drinks) 18 52 0,92 0,91 99,88 99,89

2.2 Personal (e.g. new friends, self expression, joy) 27 97 0,89 0,90 99,43 99,50

2.3 Work Related (e.g. network, new job offers) 13 42 0,87 0,92 99,74 99,82

2.4 Solving a Problem or a Need for Yourself and Others 21 55 0,92 0,92 99,69 99,69

2.5 Other 4 5 0,37 0,32 99,77 99,70

3. Source of Inspiration 0 0 0,92 0,92 99,93 99,92

3.1 Art, Music, Travel and Culture 10 22 0,92 0,91 99,90 99,88

3.2 Fashion Shows and Magazines 9 22 0,96 0,96 99,96 99,92

3.3 Other Blogs 14 33 0,92 0,91 99,88 99,88

3.4 Street Styles 4 7 0,87 0,75 99,96 99,95

3.5 Other 6 10 0,90 0,91 99,95 99,95

4. Trends 0 0 0,93 0,93 99,86 99,85

4.1 Follow Trends 11 22 1,00 1,00 100,00 100,00

4.2 Avoid Trends 5 9 0,94 0,93 99,96 99,95

4.3 Being Ahead of Trends 17 69 0,89 0,88 99,51 99,43

4.4 Blogger Creates Trends 12 38 1,00 1,00 100,00 100,00

4.5 Other 3 5 0,66 0,51 99,83 97,97

5. Creativity and Innovativeness of Bloggers 0 0 0,93 0,95 99,84 99,87

5.1 Blogger Confirms Creativity 0 0 0,95 0,94 99,83 99,82

5.1.1 Own Creativity 17 74 0,98 0,97 99,89 99,84

5.1.2 Creativity of Other Bloggers 10 19 0,85 0,87 99,77 99,81

5.2 Blogger Questions Creativity 0 0 0,90 0,95 99,86 99,93

5.2.1 Questions Own Creativity 4 8 1,00 1,00 100,00 100,00

5.2.2 Questions Creativity of Other Bloggers 16 37 0,87 0,94 99,72 99,85
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Table 14: Project 2: Coding Framework and Statistics (2) 

  

Coding Category
Nr. of Sources 

Coded
Nr. of References 

Coded
Average Kappa Weighted Kappa

Average % 
Agreement

Weighted % 
Agreement 

6. Blogger and Reader Interaction 0 0 0,92 0,90 99,86 99,83

6.1 Blogger Influences Readers 0 0 0,92 0,90 99,86 99,82

6.1.1 Influence Shopping Behaviour 24 52 0,92 0,89 99,77 99,75

6.1.2 Advice and Information Diffusion 18 53 0,89 0,89 99,78 99,76

6.1.3 Blogger as a Role Model (readers identify person 17 49 0,95 0,92 99,83 99,74

6.1.4 Entertainment 8 14 0,95 0,92 99,95 99,92

6.1.5 Source of Inspiration 9 24 0,95 0,95 99,93 99,92

6.1.6 Other 4 9 0,74 0,66 99,88 99,82

6.2 Readers Influence Bloggers 0 0 0,90 0,90 99,85 99,84

6.2.1 Influence 19 49 0,92 0,93 99,73 99,74

6.2.2 No Influence 5 11 0,78 0,82 99,83 99,79

6.2.3 Other 1 2 1,00 1,00 100,00 100,00

7. Blogger and Other Blogger Interaction 0 0 0,91 0,91 99,81 99,81

7.1 Type of Interaction 0 0 0,93 0,93 99,87 99,87

7.1.1 Collaborative 19 56 0,94 0,94 99,74 99,76

7.1.2 Competitive 14 28 0,97 0,98 99,93 99,95

7.1.3 Build Friendships 14 29 0,90 0,87 99,84 99,81

7.1.4 Isolated 6 11 0,74 0,70 99,86 99,83

7.1.5 Dull and Superficial 7 13 0,95 0,97 99,93 99,95

7.1.6 Other 7 12 0,91 0,91 99,92 99,92

7.2 Blogger Communities 17 59 0,87 0,88 99,44 99,45

8. Blogger and Firm Interaction 0 0 0,91 0,91 99,80 99,81

8.1 Marketing Related 0 0 0,99 0,99 99,99 99,99

8.1.1 SEO and Affiliate Marketing 4 9 0,95 0,95 99,95 99,95

8.1.2 Content Creation and Advertorials 8 16 1,00 1,00 100,00 100,00

8.1.3 Word-of-Mouth 6 22 1,00 1,00 100,00 100,00

8.1.4 Brand Ambassadors 9 20 1,00 1,00 100,00 100,00

8.2 Innovation Related 0 0 0,97 0,98 99,95 99,96

8.2.1 Diffusion 12 28 1,00 1,00 100,00 100,00

8.2.2 Sense-Making and Reinterpretation 18 51 0,98 0,99 99,94 99,96

8.2.3 Trend Forecasting and Inspiration 2 3 0,00 0,00 99,78 99,84

8.2.4 Product Testing 4 15 0,98 0,99 99,98 99,99

8.2.5 Consultation 6 17 1,00 1,00 100,00 100,00

8.2.6 Co-development 10 20 1,00 1,00 100,00 100,00

8.3 Blogger Feedback on Collaboration with Firms 0 0 0,93 0,93 99,75 99,73
8.3.1 Positive Experience 21 62 0,91 0,90 99,49 99,44

8.3.2 Negative Experience 20 58 0,98 0,98 99,90 99,91

8.3.3 Other 3 6 0,52 0,53 99,86 99,84

8.4 Reasons why Firms Want to Work with Bloggers 24 61 0,85 0,88 99,36 99,43

8.5 Success Measurement of Firm and Blogger Collabor 2 5 0,79 0,82 99,90 99,95

8.6 General Collaboration Practise 23 82 0,78 0,79 98,44 98,43

8.7 Other 4 11 0,93 0,94 99,95 99,95
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5 Project 3: Innovation Accounting and Value Appropriation in 

the Entrepreneurship Ecosystems – Perspective of a 

Corporate Investor11 

“Just as a venture capital portfolio is valued based on the paper valuation of each 
company (during subsequent financing), a company portfolio can be valued on the 
audited net present value of what it has learned.” (Ries, 2017, p. 285) 

 

Abstract 

Recently, interest from the corporate community in corporate venturing has emerged and 
diverse corporate venturing programs have been established. Yet, many organisations are 
entering entrepreneurship ecosystems without clearly aligned goals and are rather 
experimenting with different corporate venturing unit designs and control mechanisms.  
Hence, there is a lack of theoretical development and practitioner understanding on how 
corporate and startup interactions and information exchange processes should be managed.  
Based on 109 semi-structured qualitative interviews with diverse investor organisations and 
startups this study analyses the role that accounting information plays in investor-investee 
relationships and in mitigating agency problems. More specifically, it looks at different investor 
groups and their backgrounds and investigates the role that corporate investor groups play in 
startup ecosystems and in creating and transferring value to their parent organisations. In our 
research, we address a current paradigm shift in orientation about startup progress and success: 
That is, the change from break-even related orientation towards scaling and progress-oriented 
evaluation. We shed more light on diverse corporate venturing programmes and their 
knowledge management and control practices coming from the engagement with their portfolio 
startups. With our study, we hope to contribute to academic discussion on the growth and 
survival of firms as well as provide practical implications for large corporations utilizing the 
worldwide growing startup trend. 

 

 

 

                                                 
11 Hauck, M., & Hienerth, C. (2019). Innovation Accounting and Value Appropriation in the Entrepreneurship 
Ecosystems – Perspective of a Corporate Investor. Unpublished working paper. Previous versions of this paper 
were presented at the G-Forum, 21st Annual Interdisciplinary Conference on Entrepreneurship, Innovation and 
SMEs, University of Wuppertal, Germany and the 37th Babson College Entrepreneurship Research Conference 
(BCERC), University of Oklahoma, USA: Hauck, M., & Hienerth, C. (2017). Innovation Accounting: A Holistic 
View on the Concept’s Application in Practice and Implications for Scholarly Discipline. A previous version of 
this paper was awarded the Coller Institute of Venture (CIV) at Tel Aviv University, Israel research grant:  Hauck, 
M., & Hienerth, C. (2016). Innovation Accounting: A Holistic View on the Concept’s Application in Practice and 
Implications for Scholarly Discipline.   
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5.1  Introduction  

As governments and corporations recognize that startups are becoming the driving engine of 

innovation and the economic prosperity of regions, engaging with entrepreneurship ecosystems 

is becoming a mainstream agenda not only in Silicon Valley but in many developed and 

developing regions around the world. As a result, entrepreneurship ecosystems are more 

dynamic and we see an increasing importance of diverse actors and localities. But, the most 

noticeable development of 21st century entrepreneurship ecosystems is the role that established 

corporations are starting to play. A study by Bonzom and Netessine (2016) states that 68% of 

the Forbes Global 500 top 100 companies and 9 out of the 10 biggest R&D spenders worldwide 

are engaging with startups. This trend clearly reflects the magnitude of the development and 

the importance of sources of innovation that reside outside corporate boundaries (Chesbrough 

et al., 2016). 

Nowadays the survival of firms often depends on their ability to catch up with the disruption 

and adapt promptly to fast changing technological, societal and political trends. However, 

traditional in-house R&D units tend to focus on only a limited range of projects, often 

neglecting the competitive landscape outside the organisation (Lerner 2013). In addition, with 

the average lifetime of S&P 500 companies becoming shorter and shorter, the pressure to 

develop capabilities that can address rapidly changing environments is increasing, making 

innovation the top priority for many public and private firms alike (Kellermanns et al., 2012). 

While in the past, engaging with small and highly innovative startups was the exclusive 

business of firms active in the information and telecommunication technology (ICT) and 

pharma industries, recently, firms from more diverse industries such as retail (e.g. C&A, Coca 

- Cola and METRO) or financial services (e.g. Deutsche Bank and Allianz) started venturing 

into innovation ecosystems. Moreover, the spatial concentration of innovation activity is 

becoming more dispersed and Silicon Valley is facing intense competition from metropolitan 

cities such as New York, London or Berlin, whose traditional industries are benefiting from, 

and offering fertile ground for, innovative startups to grow.12 Often established firms end up as 

distribution partners or key customers for startups, allowing them to test their product-market 

fit and scale (Kohler, 2016). 

                                                 
12According to the Deutsche Startup Monitor (2016), 70 % of German startups cooperate with established 
corporations. 
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However, one aspect is different in today’s corporate innovation landscape. Not only is there 

the need to innovate in the product or service offering to keep up with or outdo the competition, 

but all companies - irrespective of their industry and size - are also being influenced by digital 

transformation and its effect on the way corporations function from within. Many firms believe 

that by participating in entrepreneurship ecosystems via corporate accelerators and incubators, 

co-working spaces or innovation labs, they can fast-track their digital transformation processes, 

win talent and make their organisations more agile (Brigl, et al., 2018). Viable digital 

transformation requires development of new skills, understanding of relevant technologies, and 

embracing new ways of working (Brigl, et al., 2018). However, the question remains, if a 

corporation can buy or outsource its digital transformation. 

Startups are fundamentally different from large established corporations. According to Ries 

(2011, p. 32), they are newly founded organisations that are “designed to deliver a new product 

or service under conditions of extreme uncertainty”. While typically requiring high capital 

investment, they can provide negative cash flows for an extended period of time and thus lead 

to high risks for their founders and financiers. Furthermore, while the media celebrates tech 

entrepreneurs and their industry disruptive business ideas, the reality according to Forbes (Patel, 

2015) is that 90% of startups are actually being discontinued. Hence, it is no surprise that 

venture capital (VC), especially in Europe, often underperforms other asset classes (Zhang, 

2014) and the benefits of startup investment and engagement by firms is sometimes being 

questioned by their executives and shareholders alike (Kanbach and Stubner, 2016; Kohler, 

2016).  

Corporations have a lot of pressure coming from their shareholders and peers to jump on the 

CV bandwagon and enter entrepreneurship ecosystems. Value creation in an entrepreneurship 

ecosystem does not always result in value capture by all the participating actors (Nambisan and 

Baron, 2013). Hence, corporations are often puzzled as to how to enter such ecosystems, how 

to design their corporate venturing (CV) programmes, how to effectively engage with startups 

and, finally, how to measure the outcomes of such activities. The novelty of the different CV 

forms, the geographic disparity of existing and emerging entrepreneurship hubs and the 

increasing speed and information quantity make the task highly complex. However, with 
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significant corporate investment funds being allocated into startups13, the need is rising for 

accountability, control and establishment of coherent innovation management systems. 

Fragmented research exists on the accounting role in entrepreneurial settings (e.g. Cassar, 2009; 

Davila et al., 2009b) analyzing the relationship between traditional VC firms and their investees 

(e.g. Mitchell et al., 1997; Reid et al., 1997). Strategies and outcomes of CV programmes, have 

also received considerable scholarly attention (e.g. Birkinshaw and Hill, 2003; Dushnitsky and 

Lenox, 2005a). However, most of these studies are based on the analysis of empirical data 

collected during the dot-com bubble of the late 1990’s. Moreover, there has been a lack of 

comprehensive studies where accounting practice between startups and their capital providers 

has been examined from the perspective of both parties. To the best of our knowledge, only the 

study by Mitchell et al. (1997), reflects on these issues from the perspective of investor-investee 

pairs. Finally, while startup ecosystems are becomimg more geographically dispersed, so far 

research on CV as well as accounting in the entrepreneurship domain has been largely based 

on data from Anglo-Saxon countries (e.g. Mitchell et al., 1995; Reid et al., 1997), overlooking 

a more diverse geographic context.  

Given the recent interest from the corporate community in and the fast emergence of diverse 

CV programmes there is a lack of theoretical development. Many organisations are entering 

entrepreneurship ecosystems without clearly aligned goals and are rather experimenting with 

different CV unit designs and control mechanisms. In our research, we want to shed more light 

on diverse CV programmes and their knowledge management and control practices coming 

from the engagement with their portfolio startups. We hence base our study on the following 

research questions: 

RQ (1): How do corporate investors engage with and control their portfolio startups 

and does such interaction differ to that of independent venture capital investors? 

RQ (2): How do corporate investors measure the outcomes of their CV programmes? 

This paper is structured as follows. In part 2 we first review the literature on the benefits and 

designs of CV programmes and connect that to the literature on principal agent theory, which 

views accounting information flows between startups and their investors as its primary concern 

                                                 
13 Compared to 2016, the number of new CVC units making their first investment increased by 66%. Global CVC 
activity reached the new heights in terms of deal numbers and investment volume, moving from 9.9 billion dollars 
in 2013 to 31,2 in 2017 (CB Insights, 2017). 
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(Mitchell et al., 1995). Since accounting and reporting practice facilitate information flows 

between startups and their investors, we take the stand that accounting should be viewed as a 

vital element for inter-organisational learning. Part 3 describes the methodology and the 

analysis of the empirical data. Part 4 illustrates the findings and part 5 discusses the results.  

5.2  Theoretical Perspective 

5.2.1 Drivers and Benefits of Corporate Venturing Activities  

Academic and practitioner interest in CV is not a new phenomenon. Waves of increased CV 

activity have been observed since the late 1960s, reflecting a favourable economic climate and 

a boom in traditional VC activity and startup IPOs (Lerner, 2013). Over the years, CV has 

become an important and well-accepted corporate innovation toolkit allowing firms to get 

access to external knowledge coming from entrepreneurial ventures and innovation ecosystems. 

CV can also act as a window to novel technologies and markets (Dushnitsky and Lenox, 2005b) 

and help generate deal flow for future acquisitions (Narayanan et al., 2009). However, CV 

programmes can differ significantly in their objectives, duration, organisation and governance 

systems. Some CV programmes have clear strategic objectives, others are set up to pursue 

financial goals. Then, there are others which try to strike a balance between strategic and 

financial objectives (Dushnitsky, 2004). CV programmes can also differ in terms of the 

direction in which they source innovative ideas. Internal CV units focus on opportunities 

identified within the company (e.g. new business incubation). External CV units focus on 

opportunities external to the company, typically coming from independent startups in the form 

of CVC investments or joint ventures (Narayanan, et al., 2009). However, as with strategic and 

financial goals, some CV units pursue internal and external opportunities simultaneously 

(Birkinshaw and Hill, 2005). Hence, Narayanan et al. (2009, p. 59) define CV as a “Set of 

organisational systems, processes and practices that focus on creating businesses in existing or 

new fields, markets or industries—using internal and external means.”  

However, scholars also suggest that corporate innovation activities do not necessarily need to 

involve new businesses being added to the corporation. Such activities could also be related to 

strategic renewal, domain redefinition and business model modernisation (Corbett et al., 2013). 

Other indirect benefits related to CV are cultural change and development of organisational 

learning capabilities that promote employee creativity and a risk-taking culture (Narayanan et 

al., 2009). This implies that CV is more likely to create firm value when pursued for strategic 
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motives. Scholars also suggest that purely financially driven CV units are not as effective as 

independent VC investors (Dushnitsky and Lenox, 2006). Major differences exist between 

corporate and independent investors. For example, CVC programmes have been reported to be 

less stable in their funding and existence than independent venture capital firms (Gompers and 

Lerner, 2000). Taking this into consideration, CV units have to prove themselves legitimate in 

providing value to startups and need to compete with independent VCs for deal flows.  

Consequently, syndicate deals have become increasingly relevant and have been shown to 

positively affect the CV programme performance (Birkinshaw and Hill, 2003). Scholars also 

suggest that syndication improves CV units’ selection of portfolio companies with greater 

strategic potential (Narayanan et al., 2009) and can create extra value for their portfolio startups 

as independent and corporate VC value propositions are complementary (Maula et al., 2005). 

Independent VCs can add value via social capital, such as helping raise additional finance or 

recruiting new hires. CVCs are better at providing knowledge based-capital such as 

technological and operational support or helping startups build commercial trustworthiness 

(Maula et al., 2005).  

Scholars suggest that organisational learning, either acquisitive or experimental, is one of the 

key benefits of CV and should be viewed as one of the major strategic objectives of CV 

activities. However, given the fact that CV activities involve three levels of analysis (parent, 

programme and startup) one needs to consider the analysis of processes and capture the within 

and in between levels of analyses (Narayanan et al., 2009) and address the role that social capital 

plays within such environments (Maula et al., 2005). When looking at CV phenomena from a 

relational view and agency theory perspectives, scholars argue that complementarities (which 

refer to how well the businesses of the startup and the parent corporation business support one 

another) and ownership share are important factors influencing the creation of social interaction 

and subsequent knowledge acquisition (Maula et al., 2003). In addition, they suggest that CV 

programme success is highly dependent on its employee social skills and their ability to build 

meaningful relationships and trust within the entrepreneurship ecosystem and hence facilitate 

knowledge exchange between startups and the functional units of the parent organisation 

(Maula et al., 2003).  

However, when analysing processes and knowledge flows, one needs to acknowledge that there 

is a great heterogeneity of CV units. Nowadays, startup ecosystems are seeing an increasing 
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diversity of CV programmes and their designs. They range from crowd sourced innovation 

contests (e.g. Boudreau and Lakhani, 2013) to more structured programmes, such as corporate 

incubators and accelerators (e.g. Kohler, 2016; Gassmann and Becker, 2006), and from purely 

financial investment in startups to more non-equity participation via in-kind contribution such 

as office space, access to resources and customers, and co-branding (e.g. Weiblen and 

Chesbrough, 2015). These newly emerging programmes allow the incumbent firms to tap into 

a larger pool of startups while using more standardized approaches and “lighter-weight” 

governance processes (Weiblen and Chesbrough, 2015). 

In order to better understand CV programme types, scholars have attempted to create typologies 

of the CV programmes. Battistini, Hacklin and Baschera (2013) classified CV units based on 

financial, strategic and mixed goals of the parent corporation. Hill and Birkinshaw (2008) 

suggested a two-by-two diagram based on the strategic logic of the parent company (exploration 

vs. exploitation) and the locus of innovation (internal vs. external). Most recently, Weiblen and 

Chesbrough (2015), also in a two-by-two diagram, based their CV programme typology on the 

level of equity stake involved (equity vs. non-equity participation) and, similarly to Hill and 

Birkinshaw (2008), on the direction of innovation flow (outside-in vs. inside-out). To 

summarize, we suggest that corporations have a threefold consideration when designing their 

CV units. They need to consider the level of desired control (as measured by equity stake), the 

strategic goals of the corporation and, related to both, the source of idea flow (internal vs. 

external). 

5.2.2 Accounting and Control in the Entrepreneurship Context 

CV models that involve equity participation in startups come with organisational costs such as 

due diligence and negotiation before the investment and monitoring and administration during 

the investment (Weiblen and Chesbrough, 2015). While monitoring individual startup 

companies is less important in non-equity CV models, information exchange and effective 

communication is key to every relationship. However, Lerner (2013, p. 10) states that 

“knowledge doesn’t automatically flow from start-ups to the large organisations that have 

invested in them—at least not in a timely manner”. In the context of corporate accelerator 

programmes, Kohler (2016) observes that agreeing on the programme goals and clearly 

defining the success metrics allows a CV unit’s managers, mentors, and startup founders to 

better track progress along the way. On the other hand, they also detected that rigorously 
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structured programmes and reporting practice can pose a threat to the entrepreneurial spirit due 

to a lack of such programs’ flexible adaptability (Kohler, 2016). 

Existence of and access to information are key factors necessary to facilitate organisational 

learning. As a result, accounting information and personal interaction are of great relevance in 

the investor-investee relationship. However, research on the investor use of accounting 

information as a means of gaining understanding and control of their portfolio startups, has only 

been conducted in the independent VC firm domain. Such scholars frequently rely on the 

principal agent theory to explain the relationship between startups and their investors (e.g. 

Eisenhardt, 1989b; Reid et al., 1997; Mitchell et al., 1995). Agency problems are prominent in 

small non-public companies where the level of publicly available data is low and is highly 

dependent on the information gathering practice and disclosure of the founders (Cassar, 2009; 

Wright and Robbie, 1996). Frictions often arise between startup founders and finance providers, 

such as asymmetric information before contracting and adverse selection and moral hazard after 

contracting (Eisenhardt, 1989b). Research suggests that accounting practices can help to 

mitigate the agency problem between investors and investees (Mitchell et al., 1995; Nietzer, 

2003; Cassar, 2009). However, apart from annual tax preparation, there is no legal obligation 

for small- and medium-sized companies to undertake financial accounting practices (Cassar, 

2009). A major reason for startups engaging in reporting in the first place is due to the 

requirements of investors (Davila et al., 2010).  

Accounting in the startup environment is not an established discipline and some even see it as 

a conflicting domain (e.g. Blank, 2013). Fragmented research on startup accounting exists, 

providing insights into relevance for retaining management control (Granlund and 

Taipaleenmäki, 2005; Davila and Foster, 2007; Davila et al., 2010; Voss and Brettel, 2014), 

financial accounting (Davila and Foster, 2005; Cassar, 2009) and processes and screening 

(Davila et al., 2010; Mitchell et al., 1995). 

Similar to publicly listed company shareholder reporting, key to the information flow between 

startups and their investors, are three financial statements: Profit and Loss Statement (P&L), 

Balance Sheet and Cash Flow Statement. However, scholars suggest that the importance of 

Cash Flow Statements is emphasized by the majority of investors (Mitchell et al., 1995) and 

that they are of more relevance to startups, which are in the early phase of product development 

and facing greater competition (Cassar, 2009). However, startup investor information 

requirements can extend well beyond traditional financial reports. Injection of external capital 
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is a significant event for a startup, leading as it does, to changes in the firm's ownership 

structure. While startup founders are very familiar with business operations and have direct 

control over the generation of accounting information (Mitchell et al., 1995), investors’ demand 

for information can directly influence its supply in terms of frequency and type of data being 

collected. Typically, VC investors apply the same reporting requirements to all investees, who 

can then decide if they want to adopt such standards in their internal reporting. However, given 

the time and effort associated with such practice, startups tend to stick to the accounting 

standards requested by the investors. As a result, investors can have significant influence on the 

startup's accounting practice (Granlund and Taipaleenmäki, 2005) and its future development 

goals (Mitchell et al., 1997).  

Information-gathering practice, however, can also be influenced by a startup’s internal factors, 

such as their management background, the founder’s efforts to meet organisational milestones 

or when a startup is facing difficulties (Davila et al., 2009a). Moreover, financial report 

preparation frequency can vary between different financial statements and can be influenced by 

differences in startup types and life cycle stages (Cessar, 2009). In the early stages of a startup, 

time and money investments in administrative systems are not considered as crucial (Granlund 

and Taipaleenmäki, 2005). Then in the growth stages, planning and forecasting have a stronger 

priority over control. This is likely to change when the startup matures and at a certain stage, a 

dedicated controller is assigned who undertakes the formalization of accounting practice to 

meet the financial information needs (Granlund and Taipaleenmäki, 2005).  

It is a common industry practice that startups look for “smart money” types of investors to share 

their risks with. In addition to financial investment, they expect investors to give advice, 

facilitate business contacts and provide operational support. This in turn, helps investors to 

increase their reputation among potential future investment targets and other investors for 

syndicate deals (Reid et al., 1997). Hence, post investment relations between investors and 

investees can be close and productive. For example, investors might increase their information 

demands if the startup performance does not meet the targets or they may reduce their 

information demands if the startup performance is better than anticipated (Mitchell et al., 1995).  

Tushman and O’Reilly (1997) suggest that in complex and uncertain innovation environments, 

control systems cannot be static and formal and to a certain extent, they need to rely on social 

control systems. Scholars suggest that personal connection and trust can influence the reporting 
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requirements of investors. For example, investors might monitor their portfolio startups more 

intensively at the beginning of the investment when investors have less familiarity with 

investees (Mitchell et al., 1995). However, while most of the literature focuses on the investor 

and startup relationship, we should not forget that there is a two-level principal-agent approach: 

funders-VCs and VCs-startups (Reid et al., 1997). Hence, the background of the finance 

providers also has influence on the type of monitoring the VC managers are deemed to exercise. 

This can be of particular relevance when the investment unit is backed by a corporation which 

has its own strong reporting requirements and routines. 

Because entrepreneurship is associated with taking advantage of unexpected opportunities, 

some scholars question the applicability of the traditional control systems designed to eliminate 

variation (Mitchell et al., 1995; Tushman and O’Reilly; 1997, Blank, 2013). For startups, 

accounting often means a trade-off between the benefits and the costs of producing accounting 

reports (Granlund and Taipaleenmäki, 2005; Cassar, 2009). Moreover, the dynamic external 

environment, the speed of change within startup business models and the time lag with which 

accounting statements reflect reality often lead to outdated information (Mitchell et al., 1995; 

Nietzer, 2003). As a result, in recent years traditional accounting practices for startups have 

been challenged by Ries (2011, 2017) and Croll and Yoskovitz (2013). These authors are 

promoting the concept of Innovation Accounting via the build-measure-learn cycle and 

validated learning. In contrast to traditional accounting, Innovation Accounting metrics are 

future oriented and aimed at understanding consumer needs in the diverse stages of a new 

product development process (Ries, 2011). They are specific enough to be able to show a causal 

link to a positive increase in a startup’s value and thus, are also relevant for established firms 

and investment professionals, who have to evaluate the investment opportunities or 

performance of startups under management (Ries, 2011). 

Innovation Accounting can influence the survival of new firms, since, as shown in the analysis 

of startup founder post-mortem essays, the number-one reason for startup failure (cited by 42% 

of startups) is the lack of a market need for the product (Griffith, 2014). Hence, Ries asks: “If 

we’re busy building the wrong product, why should we be proud to be doing it on time and on 

the budget” and suggests that entrepreneurship context requires a new accounting and control 

practice (as stated in the book forward by Croll and Yoskovitz, 2013). 

While in the past scholars considered accounting as a tool for risk management and control, the 

new emerging school of thought (Ries, 2013; Croll and Yoskovitz, 2013) starts to see 
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accounting as a means for organisation learning, an issue which should be of particular 

importance for corporate investors active in the entrepreneurship ecosystems. In addition, with 

corporate investors often having strategic objectives, we believe there is a limitation as to how 

far one can apply the existing theories of independent VC accounting and control methods to 

the context of CV programmes.  

5.2.3 Value Capture in the Entrepreneurship Ecosystems 

Christensen (1997) in his celebrated book “The Innovator’s Dilemma” suggested that firms 

should establish separate organisations to manage the potential conflicts arising from disruptive 

innovations. He claimed that innovation needs a separate environment, one which will not be 

jeopardized by organisational routines and short-term managerial objectives. However, 

nowadays many organisations engage in startup investing as they want to be closer to 

entrepreneurship ecosystems, learn about disruptive technologies and business models, and 

bring fresh wind into their established organisational structures. 

Chesbrough (2003b), following Christensen’s logic, showed that in the context of the 

technology spin-offs of the Xerox corporation, spin-offs with a higher percentage of VC 

investors on their Management Boards were associated with better performance than those who 

were managed by managers from their corporate parent. Such findings suggest that corporate 

involvement in the management and control of the new ventures is not beneficial to the 

performance of such ventures. It seems that over the years it has become common 

understanding that startups perform better if managed by independent VCs. However, in the 

context of strategic CV investors, does this practice (completely entrusting startup management 

to VCs) really serve the parent corporation goals of learning and trend scouting?  

With all the excitement about the CV and open innovation from academia and practitioners 

alike, traditional firms might be puzzled on how to best participate as the approaches for value 

creation in ecosystems are not always the same as the approaches for value capture (Baldwin, 

2012). Firms may also struggle, since participating in entrepreneurship ecosystems often means 

managing ambidexterity between exploration and exploitation logics (or learning and 

immediate financial returns), closeness and distance, and control and agility. Vast differences 

exist between incumbent firms and innovative startups and to simultaneously add value to 

startups and create benefits for the parent organisation, CV units need to be designed effectively 

considering the scope of the proposition, process, people, and place (Kohler, 2016). 
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Scholars increasingly suggest that, in the future, competition will not be between individual 

firms but between business ecosystems (Moore, 1993). Hence, the strict perspective of principal 

agent theory loses its relevance as nowadays firms need to learn how to achieve a balance 

between two logics: control (principal agency theory) and influence (ecosystem thinking). 

For a focal firm to learn and benefit from its external CV activities, it must possess adequate 

absorptive capacity to capture, absorb and integrate the knowledge generated outside its 

organisational boundaries (Dushnitsky and Lenox, 2005b). On the one hand, it needs to give 

external CV units the autonomy to make their own decisions and grow and on the other hand, 

it also needs to make sure that a CV unit does not lose the connection to the parent organisation 

(Narayanan et al., 2009). Hence, effectively designing CV units is not a straightforward 

business. In today’s economy, knowledge is a key asset for a firm’s innovation activities. CV 

activities can be a valuable means for knowledge generation and members of a company’s CV 

units can play an important role in facilitating the transfer of such knowledge within the 

organisation (Zahra, 2015). Studies suggest that the success of the CV initiatives and the 

transfer of knowledge and resources between the portfolio startup and the corporation are 

dependent on multiple firm internal factors such as the involvement and commitment of the 

business unit and the structuring of the CV programmes within the organisation context 

(Henderson and Leleux, 2002). Hence, one needs to consider not only the absorptive capacity 

of a CV unit but also of the corporate organisation in general. For example, Gassmann and 

Becker (2006) suggest that the quality of the exchange between incubator and technology 

venture can depend on the incubator’s resources, its degree of access to and quality of resources 

available from the parent corporation, as well as the openness of resource flow on the side of 

the receiving technology venture. Hence, knowledge flows between organisations and realized 

learning benefits exist as a two-fold process, depending on soft factors, such as trust, degree of 

interaction and quality of the relationship between the VC unit’s employees and the startup 

venture (Gassmann and Becker, 2006; Maula et al., 2009).  

One major leadership issue is the need for corporations to perform well in their current business, 

while at the same time undertaking experiments in search of new business opportunities. 

Chesbrough (2010) suggests that new business model experimentation might fail, but as long 

as it provides new understanding, it should be encouraged. In a similar argumentation, Richtnér 

et al. (2017) criticize the fact that corporate innovation managers often use quantitative 

performance indicators, such as sales of new products, number of innovation projects in 



Project 3: Innovation Accounting and Value Appropriation in the Entrepreneurship Ecosystems – Perspective of 
a Corporate Investor 

107 

progress or number of ideas generated. However, they often neglect qualitative measures such 

as employee learning or freedom to explore opportunities outside the core business. In addition, 

Brigl et al. (2018) suggest that managers tend to overstate short-term measures over long-term 

organisational success. Therefore, understanding the internal success measurement 

mechanisms is also of relevance for corporations willing to generate long-term sustainable 

benefit from their CV activities.  

5.3  Methodology 

In order to get a broad understanding of the role that accounting and control practice play in 

entrepreneurship ecosystems we chose to empirically analyse investor-investee pairs primarily 

active in or with their official base in Germany. Since previous research on accounting in the 

entrepreneurship domain is fragmented and since new investor organisation forms are entering 

the entrepreneurship ecosystems (Weiblen and Chesbrough, 2015), there is a need for a more 

holistic and recent reflection. With the aim of generating a holistic understanding of accounting 

information gathering and use practice by startups and their investors, this study is designed as 

an explanatory research project. Within this framework, we then place specific focus on such 

practice of corporate investor organisations participating in entrepreneurship ecosystems. Our 

unit of analysis being the in-between context, namely inter-organisational relationships and 

information flow. In a similar way to scholars, who in the past, studied relationships between 

investors and investees (e.g. Mitchell et al., 1997), we chose a qualitative method and we base 

our investigation on inductive reasoning (Bansal et al., 2018).  

Scholars argue that accounting is very context specific (Bassen and Gröne, 2003). Investor and 

investee relationships involve a rich set of contingent factors (e.g. number of investors, personal 

relationships, type of business, business life cycle stage and its competitive environment), 

which makes the use of more structured quantitative data collection techniques, such as 

questionnaires, difficult when aiming to reflect the contextual richness. Thus, for the purpose 

of this study a semi-structured one-on-one qualitative interview technique was applied. Such a 

technique allowed the research team to address relevant themes identified in the literature and 

explore new themes emerging during the course of the investigation. 
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5.3.1 Empirical Setting 

The empirical setting of our study was grounded in the German entrepreneurship scene, with 

the majority of interviewees coming from Berlin. We selected the German entrepreneurship 

scene for several reasons. Firstly, while the US - and especially the Silicon Valley - has been 

the key geographic location for VC activity, over the last decade, the international relevance of 

the German VC scene has been increasing, with Berlin ranking seventh among the most 

important startup hubs in the world (Startup Genome, 2017) and thus providing a representative 

case to reflect VC activity outside the Anglo-Saxon context. Secondly, with respect to the 

research questions raised, our motivation was further supported by a recent increase in large 

and mid-size German corporations’ interest in the digital economy and a resulting growth in 

corporate incubator and accelerator programmes (Ernst & Young, 2015). Finally, the 

embeddedness of our research institute in the German entrepreneurship ecosystem and its 

connections to numerous VC organisations, tech entrepreneurs and leading multinational 

corporations made our geographic choice convenient and provided the research team with better 

access to an otherwise very secretive industry. The focus on one country also helped the 

research team to eliminate potential legislative and cultural variance between the interviewees. 

To address the potential agency conflict, only for-profit startups and investors were included in 

the study. We, however, allowed for age, size, life cycle stage and business model variation of 

the interviewed startups, and for age, size, type and background variation of the interviewed 

investor organisations. The data collection was done during the period November 2014 to May 

2017 and took place in three phases. In Stage 1, to get a broad overview of the accounting topic 

and its relevance to the diverse actors in the entrepreneurship ecosystem, we collected more 

general and shorter interviews with investor-investee pairs focusing on the potential principal-

agent conflict between them. We compared investor offerings to startups, namely the size of an 

investment, financial and non-financial support, duration of the programme and its objectives. 

We also tried to understand how individual startups track their performance and how they fulfil 

the information requirements of their investors. This resulted in a data set of 28 investor and 25 

startup interviews. The large number of corporate investors in our sample (43 %) allowed the 

research team to compare the accounting information gathering and control practice of 

corporate and independent investors. To get more insight into the role that corporate investors 

play in entrepreneurship ecosystems and to better understand their goals and motivations in 

entering them, in Stage 2 of the data collection process, we collected in-depth interviews with 

investor-investee pairs from the corporate entrepreneurship context only. The second round of 
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the empirical investigation resulted in 16 investor and 9 startup interviews. To the best of our 

knowledge, as of September 2016, the 16 corporate investor organisations represented roughly 

25 % of all CV units based in Germany. The sample of 16 corporate investor cases varied 

considerably in size, type and structure within the organisation and sectoral activity. 

In these semi-structured interviews, we used similar interview questions to those used in Stage 

1 of the data collection process and complemented them with additional topics such as internal 

success measurement of the CV unit, the VC unit’s structure and alignment within the 

organisational context and involvement of company managers in the operational activities of 

the startups. These interviews built on the first round of interviews and helped the research team 

to shed more light on the role that corporate investors play in the entrepreneurship ecosystem 

and to analyse corporate investor interest in and influence on the startup accounting practice as 

well as their use of such information to stimulate organisational learning. To deepen our overall 

understanding of the accounting practices used in the German entrepreneurial environment and 

to triangulate the findings from Stage 1 and Stage 2, in Stage 3 of the data collection process, 

we collected additional interviews with their own specific thematic focus. As entrepreneurship 

literature is frequently based on the successful cases, which overlooks a big part of the story - 

the failed startups (Brown et al., 1992), we looked at investor-investee pairs representing 

discontinued startups and aimed to reflect participants’ opinions on the role accounting plays 

in the survival of firms. Further interviews were collected in order to reflect the relationship 

between accounting and startup valuation before and after a new financing round. Finally, to 

deepen our understanding of the Lean Startup methodology, its relationship to traditional 

accounting and its application in practice, additional investor-investee pairs were interviewed 

and an in-depth case study with a prominent Berlin startup, which was financed solely by a 

corporate investor, was conducted. An overview of the empirical interview data is summarized 

in Table 15. 
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Table 15: Project 3: Empirical Data Overview 

While semi‐structured one-on-one interviews served as a main source for our empirical 

investigation, we triangulated our findings using secondary data such as websites, newspaper 

articles or blog posts by startup founders and investors. We read, assessed and compared our 

findings with recent mass media articles and industry reports such as Berlin Valley, NOAH 

Bible and Deutsche Startup Monitor, which provided additional insights on the historical 

evolution of the entrepreneurship scene in Germany, current events and CV deal activity. This 

data was further contributed to by non‐participant observations by the lead author attending 

diverse national and international startup conferences and specific CV events, such as Corporate 

Startup Meetup Düsseldorf 2015, Pirate Summit Cologne 2015, Corporate Startup Summit 

Zurich 2016, NOAH Conference London 2017, NKF Summit Düsseldorf 2018 and six 

IdeaLab! Conferences in the period from 2013 – 2018. These visits provided an opportunity to 

meet and interact with startup founders, VC investors and corporate innovation managers. It 

further allowed the lead author to observe how startups and investors interact with one another 

on an informal basis, providing additional insights into the social and relational aspects of 

startup founders, investors and corporations active in the German entrepreneurship scene. In 

Stage 1    Nr. of Interviews Av. Duration (min)

Accounting in Startups and Agency Issues
Investors 28 29
Startups 25 26

Stage 2

Corporate Entrepreneurship Context
Investors 16 46
Startups 9 37

Stage 3

Accounting and Startup Failure
Investors 2 25
Startups 12 40

Accounting and Startup Valuation
Investors 4 35
Startups 3 26

Innovation Accounting and Lean Startup
Investors 3 23
Startups 2 25
In-Depth Case Study Startup 5 54

Total 109 3700
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addition, over the past 4 years, the authors were involved in organizing diverse corporate 

innovation and venturing conferences, startup tours and guest speaker lectures. These informal 

interactions with corporate innovation managers, startups and investors helped to gain insights 

into the evolution of CV activity in Germany and the trends and challenges faced by the 

established organisations entering entrepreneurship ecosystems.  

5.3.2 Data Collection 

We employed both purposeful (Glaser and Strauss, 1967) and snowball (Denzin and 

Lincoln, 1994) interviewee sampling techniques. A list of potential interview partners was 

made by doing extensive manual research on the web, in press and industry reports, by utilizing 

personal contacts and by attending diverse entrepreneurship conferences and startup meetups. 

By looking at publicly available information, the largest investor organisations (based on 

number of startups and fund volume) were prioritized. Interview partners were approached via 

email and cold calling. With the goal being to gather information from both sides (investor-

investee pairs), we first contacted the potential investors. Only, once the investor interview was 

collected, were the startups active in their portfolio approached.  

The majority of the interviews were collected over phone or video conferencing. The interview 

partners within investor organisations varied from Investment Managers to Managing Partners 

and CFOs. In the case of a startup, a member of the founders’ team was interviewed. In all three 

stages of the data collection process, interviews were based on two separate - although 

thematically similar - interview guides, one for the investor and one for the startup. At the core 

of the interview guide were questions related to accounting information gathering and exchange 

practice. The two interview guides in each stage of the interview collection process varied 

slightly and were adjusted to meet their thematic focus, while always keeping the core set of 

questions constant. The interview guides were based on academic literature on principal agent 

theory, management accounting, CV and open innovation and were augmented by recent 

practitioner concepts such as the Lean Startup methodologies. This empirical investigation 

resulted in a data set of 109 interviews, all of which - while having their own thematic focus - 

had their roots in the joint topic of general accounting and information exchange practice. 

Depending on the preferences of the interview partners, interviews were conducted in English 

or German. To encourage open discussion and to comply with the corporate regulations of the 



Project 3: Innovation Accounting and Value Appropriation in the Entrepreneurship Ecosystems – Perspective of 
a Corporate Investor 

112 

investor organisations, all interviewees and their respective organisation were kept anonymous. 

Interviews were digitally recorded, which resulted in approximately 62 hours of audio material. 

German interviews were translated into English and all interview material was fully or partly 

transcribed. Descriptive demographic information about the investor or startup was acquired 

during the interviews or from publicly available secondary sources such as company websites 

or news articles about the interviewees. Such information allowed clustering of the cases, which 

was of particular importance in the data analysis stage.  

5.3.3 Data Analysis 

Our data analysis unfolded in a two-step process. First, the analysis of Stage 1 data helped the 

research team to generate an overall understanding of the dynamics of the entrepreneurship 

ecosystem in Germany, get an overview of the different investor organisations and their 

relationship to one another, and analyse the diverse factors that influence accounting 

information gathering, exchange and use practice of startups and their investors alike. It also 

allowed us to investigate whether corporate investor practices differed from those of 

independent investors. Following this, in the second step, we performed a more in-depth and 

interpretative investigation of the corporate investors’ and startups’ interviews collected in 

Stage 2 of the interview collection process. For the purpose of this study, only the interviews 

collected in Stages 1 and 2 were systematically coded and analysed. Interviews collected in 

Stage 3 served as additional means for the research team to get a deeper overall understanding 

of the topic and for the purpose of triangulation of the findings. We conducted a thematic 

analysis using NVivo 12 Pro data coding software. Data coding and analysis were done in two 

stages following the logic of the data collection process. We divided the interview data into 

four groups (Stage 1 Investors, Stage 1 Startups, Stage 2 Corporate Investors and Stage 2 

Corporate Startups). 

Qualitative Content Analysis technique, as described by Schreier (2012), was chosen. We 

developed codes based on both a theory-driven and a data-driven basis, which also allowed us 

to generate theory grounded in data (Glaser and Strauss, 1967). We started our analysis by 

dividing this data into relevant categories based on the concepts identified in the literature. The 

sub-categories as suggested by Schreier (2012) were either defined deductively from the 

literature or were added inductively after analysing the data. The coding process was of an 

iterative nature, shifting back and forth between theory, data and the emerging coding structure. 
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We identified the most frequently appearing codes across interviews. As we worked through 

the data, we clustered researcher‐centric themes and developed four coding frameworks to 

analyse each of the four interview groups (Stage 1 Investors, Stage 1 Startups, Stage 2 

Corporate Investors and Stage 2 Corporate Startups). 

Since qualitative research studies are often criticized for their reliance on the authors’ subjective 

opinions and thus lack of validity and reliability (e.g. Anfara, Brown and Mangione, 2002), in 

addition to the two authors, three independent experts were invited to assist with the data coding 

and analysis process. All three coders had a business management background but varied in 

gender, age and level of education. Two of the coders had previous work experience in a startup 

and the third coder had work experience in strategy consulting. Three coding workshops were 

organized to review the empirical data and discuss the validity of the coding frameworks.  

For consistency purposes, the lead author undertook the overall coding and analysis of the 78 

interview transcripts. Trustworthiness of the data was tested by means of reliability which is 

tested in the form of replicability which, as suggested by Krippendorff (2012), is done by asking 

two independent individuals to perform the same coding instructions on the same unit of 

analysis. For this purpose, the data set was divided and the three coders were asked to double 

code it. We measured the inter-coder reliability by using the software tools provided by NVivo 

12 Pro software. Two measures, a simple Percentage Agreement and Cohen’s Kappa, were 

taken into consideration.14 In the Table 16 we summarize the main coding categories of Stage 

1 and Stage 2 data sets that were used to illustrate the findings of this study and provide their 

respective inter-coder reliability statistics.   With one exception, average and weighted Cohen’s 

Kappa measures are above 0,72, which, as recommended by qualitative research scholars, 

suggest a very high reliability beyond chance (e.g. Kimberly and Neuendorf, 2002). 

                                                 
14 Percentage agreement is the number of units of agreement divided by the total units of measure within the 
data item, displayed as a percentage. Kappa coefficient is a statistical measure, which is considered to be a more 
robust measure than simple percent agreement as it takes into account the amount of agreement that could be 
expected to occur through chance. Source, QSR International:  
http://help-nv11.qsrinternational.com/desktop/procedures/run_a_coding_comparison_query.htm 
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Table 16: Project 3: Reliability Statistics of the Main Coding Categories15 

We conducted cross-groups analysis of the investor and startup groups, differentiating on 

specific characteristics (investor type, size, age and background, as well as startup life cycle 

stage, age and size) which, as suggested by the literature, could explain the variance of investor-

investee relationship. We used Coding Matrix function of NVivo 12 Pro software to build 

frequency tables, which allowed us to illustrate and analyse the results which are presented in 

                                                 
15 NVivo calculates the Kappa coefficient individually for each combination of node and source. An average Kappa 
coefficient and percentage agreement for each main coding categories was calculated using all sources and codes 
belonging to each category. Average agreement statistics treat each source equally. Weighted averages take in to 
account the size of the sources. Source:  
http://help-nv11.qsrinternational.com/desktop/procedures/run_a_coding_comparison_query.htm 

Coding Category
Average 
Kappa

Weighted 
Kappa

Average % 
Agreement

Weighted % 
Agreement 

Stage 1 Investors: Coded by Lead Author and Coder 1
Investor Non-Financial Support 0,81 0,82 99,60 99,68

General Accounting Gathering Practise 0,77 0,81 N.A N.A.

Type of Data 0,92 0,91 99,88 99,89

Progress Tracking Tools 0,80 0,73 99,28 99,17

Tracked KPIs 0,83 0,78 99,48 99,31

Written Report Frequency 0,47 0,40 99,37 99,26

Formal Meeting Frequency 0,75 0,72 99,72 99,71

Informal Meeting Frequency 0,79 0,75 99,24 99,15

Factors Influencing Accounting 0,78 0,75 99,20 98,99

Stage 1 Startups: Coded by Lead Author and Coder 2
Internal Information Tracing Tools 0,96 0,94 99,93 99,91

Internal KPIs 0,97 0,95 99,78 99,69

Internal Information Tracking Frequency 1,00 1,00 100,00 100,00

Investor Information Tracing Tools 0,82 0,81 99,80 99,75

Investor KPIs 0,99 0,99 100,00 99,99

Investor Information Tracing Frequency 0,97 0,98 99,97 99,98

Reasons for Change in Startup Accounting 0,91 0,88 99,79 99,68

Stage 2 Investors: Coded by Lead Author and Coder 3
Corporate Employee Involvement 0,94 0,95 99,95 99,95

Internal Performance Measurement 0,96 0,96 99,96 99,97

Knowledge of Lean Startup Methodology 0,99 0,99 99,98 99,97

Use of Lean Startup Methodology 0,91 0,90 99,93 99,92

Stage 2 Startups: Lead Author and Coder 2
Knowledge of Lean Startup Methodology 0,86 0,80 99,69 99,55

Use of Lean Startup Methodology 0,95 0,93 99,93 99,89
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the findings section. For consistency reasons, data in the tables presented in the findings section 

refers to the coding analysis perfumed by lead author only. 

5.4  Findings 

The findings of our empirical investigation are structured in two parts. We first look at the 

empirical data from Stage 1 of the data collection process, which aims to provide a general 

overview of accounting and control practice applied in the startup ecosystems. We then take a 

closer look at the corporate entrepreneurship landscape and analyse the results of Stage 2 of the 

data collection process. If not marked otherwise, all numbers in the tables represent the number 

of interview partners. However, since this study is of a qualitative nature and not all 

interviewees answered all of the interview questions, the summarized results do not provide 

concrete statistics but rather offer insights into the general tendencies within certain investor 

and startup groups.  

5.4.1 Investor Overview and Their Offerings to Startups  

The investor sample of the Stage 1 data collection process includes 28 investors, ranging from 

business angels (3 cases), VCs (11 cases), incubators (4 cases) and accelerators (6 cases) to 

company builders (4 cases). Company builders are a new but increasingly popular form of new 

venture creation and financing vehicle, exemplified in the success of the well-known German 

company builder Rocket Internet. They differ from incubators and accelerators as they often 

act as “co-founders” to the startup teams and in some cases are even the first ones to come up 

with a new business idea and only then look for talented individuals who can execute it.  

Investors in the Stage 1 sample are on average active in the business for four years. This number 

differs significantly when looking at the four incubator and six accelerator cases, which are the 

youngest group of investors, with average activity of one year. On average investors have a 

team of nine employees, and over their lifetimes have supported 24 startups. Corporations back 

43% of the investor organisations interviewed. This is especially common among the group of 

accelerators (67%) and incubators (75%). Investment amounts offered to startups differ greatly 

depending on investors type, with some accelerators providing no financial support and some 

VC investors making financial investments of up to 10 million euros. Table 23 in the Appendix 

of this chapter provides comprehensive demographic information of the 28 investors 

interviewed.  
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In addition to a financial investment, all of the interview partners provide their portfolio startups 

with non-financial support. Table 17 illustrates the six non-financial support categories, which 

emerged during the analysis of the data. 

 

Table 17: Non-Financial Support Provided by Investors 

When analysing the distinctive investor types (Table 27 in the Appendix), we can observe that 

differences between investor non-financial support offerings exist. The majority of VCs and all 

company builders show operational involvement in the activities of their portfolio startups. In 

addition, variations between corporate and non-corporate investor backgrounds can be 

observed, with non-corporate investors showing higher operational involvement. Non-

corporate investors also rank higher when looking at the level of “Coaching and Mentoring” 

provided to startups. “Access to Customers” as a means of supporting startups was, on the other 

hand, mentioned by corporate investors only. Corporate investor groups are also more likely to 

provide “Office Space and Infrastructure”, which could be influenced by their popular choice 

of accelerators or incubators as a form of CV unit. With the exception of company builders, all 

of the interviewed investors try to provide “Access to Network” to their startups and thus 

indirectly support their day-to-day business or the search for follow-up investments. Corporate 

investors rank higher in this respect, a finding which could suggest that compared to 

institutional VC investors, corporate investors have a larger social capital which is due to their 

networks in the VC industry and their parent organisation’s embeddedness in a specific industry 

or area of expertise.  

Non-Financial Support Nr. Cases Investor Statements

Operational Support 15 ( F ) Provision of IT services (company enabler) and parallel development of business plan
( Z ) Daily support during operations and strategic problems
( ZZ ) At the beginning, an CFO is provided by the Company Builder („share service“)

Coaching & Mentoring 15 ( C ) Very close, daily contact as the founders and the coaches/mentors are sharing an office space
( B ) 4-5 Mentors are available 60h/week for informal coaching sessions
( M ) Some founders require more freedom, other enjoy being coached intensively 

Access to Network 11 ( G ) Expert network to people within and outside the organization
( N ) Provision of network and contacts to established players in the German healthcare industry
( Q ) Help secure new investors for follow-up financing

Office Space & Infrastructure 9 ( B ) Co-working, working space, and living space for the duration of the program
( U ) Technological expertise and infrastructure
( E ) Access to the infrastructure and network of the concern

Access to Customers 2 ( U ) Market experience and access. Support via global distribution network
( G ) Contact to customers of the corporate

Other 1 ( G ) Analysis of market trends and potential business ideas
( G ) Synergies between portfolio-companies
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5.4.2 Accounting Information Relevance and Gathering Practice by Investor Groups 

In order to shed more light on how different investor organisation types and their characteristics 

influence their attitude towards accounting, after reading each interview transcript, we 

evaluated four aspects of the accounting information exchange practice. We looked at the 

general relevance of accounting and formal information exchange (e.g. use of formal statutory 

financial statements and formal meetings). In addition, VC being a people business and much 

of the information in the industry being sticky, we looked at the relevance of personal contact 

between investors and their investees and their use of formal versus informal information 

exchange channels. Table 18 summarizes the results. 

 

Table 18: Overview of Investor Accounting Gathering Practice 

Investor Type High Medium Low High Medium Low High Medium Low Formal Informal Both

Incubator 0 0 4 0 1 3 4 0 0 1 3 1

Accelerator 2 1 3 2 1 2 5 1 0 0 2 3

Business Angel 1 2 0 0 3 0 1 2 0 0 0 3

Venture Capital 9 2 0 3 9 0 4 5 2 3 0 7

Company Builder 3 0 1 1 3 0 4 0 0 0 1 3

Investor Age High Medium Low High Medium Low High Medium Low Formal Informal Both
<1 1 1 1 1 1 1 3 0 0 0 1 2

<2 2 1 5 0 4 3 5 3 0 1 3 4

<3 3 0 1 2 1 1 3 1 0 1 1 2

<4 2 0 1 2 1 0 3 0 0 0 1 2

<5 2 1 0 0 3 0 1 1 1 1 0 2

<6 1 0 0 0 1 0 0 0 1 1 0 0

<10 1 1 0 0 2 0 1 1 0 0 0 2

>10 3 1 0 1 4 0 2 2 0 0 0 3

Number of Employees High Medium Low High Medium Low High Medium Low Formal Informal Both
<2 1 2 0 0 3 0 1 2 0 0 0 3

<5 0 2 3 0 2 3 3 2 0 1 3 2

<10 6 1 3 3 6 1 6 4 0 1 1 6

<20 0 0 0 0 0 0 0 0 0 0 0 0

<30 2 0 0 0 2 0 2 0 0 0 0 2

>30 1 0 1 1 1 0 1 0 1 1 1 0

Number Startups High Medium Low High Medium Low High Medium Low Formal Informal Both
<5 2 1 1 1 2 0 1 3 0 1 0 2

<10 2 2 2 1 3 2 4 2 0 1 2 4

<20 2 2 1 1 3 1 4 1 0 0 1 4

<30 5 0 2 2 4 2 5 1 1 1 2 3

>30 3 0 2 1 4 0 4 0 1 1 1 3

Financial Investment High Medium Low High Medium Low High Medium Low Formal Informal Both
No 0 0 3 0 0 2 2 1 0 0 2 0

Minor 1 0 1 0 1 1 2 0 0 1 1 1

Significant 14 5 4 6 16 2 14 7 2 3 3 16

Equity Share High Medium Low High Medium Low High Medium Low Formal Informal Both
No Equity 0 0 3 0 0 2 2 1 0 0 2 0

Minority 7 3 4 2 9 3 9 4 1 3 3 9

Majority 1 0 1 1 1 0 2 0 0 0 1 1

Minority and Majority 5 0 0 1 4 0 4 0 1 1 0 4

Investor Background High Medium Low High Medium Low High Medium Low Formal Informal Both
Private Money 1 2 0 0 3 0 1 2 0 0 0 3

Corporate 6 2 4 4 5 2 7 3 2 3 2 6

LP Structure 8 1 4 2 9 3 10 3 0 1 4 8

"Not Applicable" values not included

Accounting Importance Formal Informaiton Exchange Personal Contact Information Channels

Importance Accounting Formal Informaiton Exchange Personal Contact Information Channels

Importance Accounting Formal Informaiton Exchange Personal Contact Information Channels

Importance Accounting Formal Informaiton Exchange Personal Contact Information Channels

Importance Accounting Formal Informaiton Exchange Personal Contact Information Channels

Importance Accounting Formal Informaiton Exchange Personal Contact Information Channels

Importance Accounting Formal Informaiton Exchange Personal Contact Information Channels
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When looking at different investor types, we observe that VCs and company builders assign 

higher relevance to accounting and reporting practice than their incubator and accelerator peers. 

The same tendencies can be observed when looking at the preferences for “Formal Information 

Exchange” practice. This could be attributed to the fact that VCs and company builders make 

higher investments in their portfolio startups and thus perceive a higher need for control. VC 

Investor (N) states: 

The regular reports are very important for us, they are the main source of information 

on the performance of the startup. Hence, the reports must be prepared properly by the 

founders and analysed carefully by us. 

“Personal Contact”, on the other hand, is more important to accelerators, incubators and 

company builders and the same holds true when looking at investor preferences for “Informal 

Information Exchange Channels”. VCs prefer to gather information via both formal and 

informal information exchange channels. While they are keen on keeping track of the financial 

performance of the startups by following the financial reports, they also frequently engage in 

their startups’ operational activities as shown in the Table 27. Only two of the 11 VCs in our 

sample show little interest in personal contact with their portfolio startups. These particular VC 

investors are backed by large German corporations and their low interest in personal connection 

to startup founders could be related to the fact that these VCs focus on later stage deals, when 

the startup companies are more mature and little influence can be exerted on their operations.  

When looking at investor age, we can observe that older investors assign higher importance to 

accounting than their younger peers, who also place less relevance on the formal informal 

information exchange practice. However, no major variation could be observed with regard to 

investor age and their assigned importance to “Personal Contact” and preference of 

“Information Channels”.  

Engagement with portfolio startups can be influenced by the availability of employees within 

the investor organisation. When looking at investor size, we can observe that investors with 

smaller teams assign somewhat less importance to accounting and formal information exchange 

practice. Investor experience, as measured by the cumulative number of portfolio startups, does 

not show clear influence on any of the four variables. Indeed, there is quite some contradiction 

between the most active investors with more than 30 portfolio startups, who either assign high 

(8 cases) or low (4 cases) importance to accounting information.  
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Investment size and equity share seem to be of significant relevance to the reporting 

requirements. We observe that investors, who represent accelerator and incubator organisations 

and who do not make financial investments in their startups, assign lower relevance to 

accounting information and formal exchange and prioritize personal contact and informal 

information exchange flows. Investors with higher investment sizes and equity stakes, on the 

other hand, are the ones who value more formal control mechanisms and assign higher 

relevance to accounting. Finally, we looked at how the investor organisations' background - 

differentiating between independent institutional investor organisations, private investments 

made by business angels and investor groups backed by corporations – influences their attitude 

towards accounting. Corporate investors do not show major differences when looking at the 

relevance that they place on accounting information. However, they seem to be more formal in 

their information exchange practice and use more formal information exchange channels. 

Business angels, the only investor group which invests its private funds, is also a group which, 

values accounting and control practice and puts effort into gathering information via both 

formal and informal channels.  

5.4.3 Control Methods, KPIs and Reporting Frequency Requested by Investors 

When analysing the data, we could identify three dominant progress tracking methods, namely; 

analysis of the financial reports, benchmarking startup activities according to the business plan 

and milestone tracking. In the Table 28, we summarize the information exchange practice 

applied by investors. Financial reporting includes Profit and Loss Statement (P&L), Cash Flow 

Statement and Balance Sheet. These reports are the most commonly required by VCs and 

investors with higher investment volumes. Milestones were mentioned by 14 investors and were 

especially favoured by business angels and accelerators, who typically invest in the early stages 

when a prototype of the product is still being developed and when startups often do not generate 

any revenue. Corporate accelerator (G) states:  

Milestones are determined jointly by the founder and the investment manager according 

to which the provided capital is "staged". Half a year after the startup has been accepted 

to the programme, the founders have to present again their business idea and 

development in front of the investment committee. The committee then decides whether 

the collaboration is continued. 
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Business Plan was mentioned only by four investors in our sample, three VCs and one 

accelerator with a corporate background. These investor groups want founders to stick to the 

plan and do not appreciate variation. Here, VC Investor (R) explains:  

Performance of startups is measured along the previously set targets in the business 

plan. The business plan is further used to motivate the founders to achieve their targets. 

In addition to Financial Reports, Milestones and Business Plans, investors mention “Other”, 

startup performance tracking means of a more qualitative nature. It is a widely accepted fact 

that the success of a newly founded venture depends greatly on the individual characteristics of 

the founders as well as on how well the founders get along with one another and contribute to 

the coherent work dynamics of a startup. Hence, in addition to more formal accounting 

information, business angel (K) tries to gather information regarding the internal atmosphere at 

the startup and current motivation of the founders. Moreover, accelerator (H) wants the 

founders to reflect on key learnings of the previous month, main problems identified and fields 

which need improvement. There is a lot of sticky information, which could provide an 

indication of the startup’s development. In the early days of a company, the team is of great 

importance and can lead to bad performance or even closure of the startup. Hence, investors 

often have a seat on the advisory board of their portfolio companies to ensure that regular 

contact with the founders is being kept. In addition, media attention and the results of crowd 

funding campaigns were tracked by Investor (A). Finally, Corporate VC Investor (Q) tries to 

collect information about the technical development of the product as well as the strategic 

development of the partner network. While only one investor relied solely on qualitative data, 

a great majority of the investors in our sample used mixed sources of qualitative and 

quantitative data to track the progress of their startups. 

Besides traditional financial reports prepared for statutory purposes, startup investors expect 

startups to track other KPIs related to their business or specific industry. Table 28 in the 

Appendix illustrates the use of “Financial KPIs” (e.g. revenue, burn rate), “Customer Centric 

KPIs” (e.g. number of downloads, conversion rate), “Operational KPIs” (e.g. number of 

employees) and “Company Specific KPIs”. We can observe that VCs and investors backed by 

corporations show more interest in the financial performance of their startups and thus favor 

“Financial KPIs”. On the other hand, non-financial investors or investors with lower investment 

sizes do not track “Financial KPIs” at all.  
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“Product and Customer Centric KPIs” seem to gain importance due to the digital nature of many 

startup businesses and the availability of analytical tools to track performance of a product or 

marketing campaign online. Apart for the VC investors group, “Customer and Product Centric 

KPIs” seem to be the most important set of KPIs for the majority of the investors in our sample. 

An accelerator (F) explains that they want their startups to track the data from the landing page 

of a product (e.g. clicks of potential customers, conversion rate and the number of buyers within 

a certain period of time). For a portfolio startup which is developing an app, the accelerator 

wants to know the amount of downloads and duration of usage. The increasing use of social 

media platforms for marketing purposes (e.g. Facebook and Instagram) raises the need to track 

the “Customer and Product Centric KPI” performance as well. For example, startups need to 

know the effectivity of their marketing campaigns on different channels. Here, company builder 

(Y) wants to know the development of costs for the generation of traffic, costs per acquisition 

of registered user and the amount of orders. In addition, startups are encouraged to track the 

behaviour of new versus recurrent customers, customer acquisition costs and customer lifetime 

value. Business angel (L) urges that the KPIs have to reflect the value drivers of the startup. In 

addition, VC Investor (Q) states that “Customer Centric KPIs” are especially interesting for 

them during the first few months of the product market launch, as during this period important 

information about the potential customers and the reaction in the market with regard to the 

product is being generated.  

“Financial KPIs” most frequently refer to burn rate and cash flow. Since many startups generate 

no or little revenue for a prolonged period of time, carefully tracking their cash reserves and 

predicting their cash needs is of great importance for startup survival. However, investors agree 

that the reports of the individual portfolio companies can vary to a great extent. While financial 

KPIs of many mature startups are typically similar, investors also try to take industry and 

business model differences between their portfolio startups into account and hence assign 

“Company Specific KPIs”. With the exception of VC investors, “Operational KPIs” show the 

least relevance for the investors in our sample. Corporate VC Investor (V) explains: 

We do not ask for additional operative reporting (…) The investment managers do not 

have enough knowledge about each of their minority investments to be able to analyse 

the operative KPIs. Financial KPIs are more important, as they indicate the return rate 

and are sufficient for an investment/exit decision. 
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Concerning reporting frequency, Table 29 in the Appendix illustrates how often investors want 

to receive written updates from their startups. The most common is monthly reporting, while 

two incubators and two accelerators state that they do not ask for any formal written reporting 

at all. Company builders require formal reporting the most frequently and sometimes even 

supervise the development of their startups performance on a daily basis. In addition to written 

reports, investors meet their investees in person during formal or informal meetings (Table 29). 

Company builders are the most active in meeting their startups in formal as well as in informal 

meetings. This could be explained by the fact that company builders often function as structured 

organisations with dedicated teams of experts, who help to grow their portfolio startups, and 

often share the same office as the company builder’s team. On the other hand, more mature VC 

investors tend to have fewer meetings and favour monthly formal reporting. 

Investor and investee relationships and information exchange practices can differ greatly. 

Investor type, institutional background, size, investment volume and experience can influence 

the level of non-financial support provided to startups, the personal connection, the type of 

required accounting information and formal and informal meeting frequency. However, there 

are other factors which, according to our interview partners, can have an influence on the 

investor-investee information exchange practice as well. In Table 19 we summarize the key 

factors, ranked by how frequently they have been mentioned, by the investors in Stage 1 of the 

data collection process. 

 

Table 19: Factors Influencing Accounting Gathering Practice  

Nr.
Cases

Investor Statements

 Life cycle of the startup 15

( O ) Pre-seed stage: Only burn rate and cash is important
( Q ) The younger the company, the more intense is the contact with the startups
( N ) KPIs are adopted every 2-3 month as the relevant measure change across lifecycle stages

 Business model of the startup 10

( ZZ ) The availability of data and hence the reporting amount are determined by the underlying business model of a 
startup. E-commerce startups can easily generate a vast amount of data
( R ) It would be vicious to evaluate the performance of all startups according to general rules

 Availability of recourses 10

( D ) After the 3-months, the contact is reduced due to the limited capacity of the incubator team 
( R ) With an increasing ratio of portfolio managers per startup, the time spend per portfolio company, the intensity of 
the contact, and the demand for information on the startup increases

Difference between investors
9

( J ) Reporting is becoming increasingly important the more professional the co-investors are
( A ) Concrete targets are only set when the startups cooperate with large corporations

 Investment size 8
( H ) Limited control can be exerted due to the small stake in the company (minority investments)
( R ) A "laissez-faire“ relationship with the founders is never possible due to the large investment of the VC

 Duration of the partnership 5
( H ) It takes some time to find the adequate degree of accounting and reporting 
( X ) At the beginning, the meetings are preferably personal, in later stages the contact is limited to a phone call

 Personal relation 4
( Z ) Relationship between founders and company builder is based on trust. Social relationship between company 
builder' employees and founders sets a profound basis for a good communication

 Distance 4

( D ) Intense contact is enabled through small physical distance (startups are sitting in the same office)
( G ) Contact with the startups in general more intensive if the founders are using the working space of the accelerator 

Factors Influencing Accounting and 
Information

 Exchage Process
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While we have already mentioned many of the factors which could influence investor 

accounting gathering practice, the following emerged as additional factors, “Difference 

between Investors”, “Duration of the Partnership” and “Personal Relationship”. Particularly 

attention-grabbing, is the role that personal relationships can play in investor-investee 

relationship. However, it is interesting to observe that none of the corporate investors in our 

sample mentioned it as an influential factor. This is in accordance with our previous findings 

in (Table 18), which suggest that corporate investors favour formal communication and formal 

meetings with their portfolio startups. “Difference between Investors” was mentioned by nine 

interviewees, with many agreeing that each financing round sets new rules in the reporting 

requirements, with the lead investors determining the main rules of reporting. 

5.4.4 Accounting and Progress Tracing Practice Applied by Startups 

The Stage 1 data collection process included 25 startups which were in the investment portfolios 

of the investors whose interview transcripts were analysed above. Startups in this sample are 

on average two years old, have 24 employees, and are based in Germany. The youngest startup 

is less than a year old, while the oldest startup was established five years ago. In addition, some 

startups already have around 100 employees, while other startups are operated by the founders 

alone. Startups are built by a team of one to four entrepreneurs, and in most cases at least one 

founder has a Business Management background. 15 of the startups interviewed are supported 

by more than one investor type. Based on the size of their investment raised we grouped the 

interviewed startups in three groups: pre-seed (4 cases), seed (7 cases) and growth (14 cases). 

Table 24 in the Appendix provides a comprehensive overview of their individual 

characteristics.  

The greater majority of the interviewed startups stated that they track their performance. 

However, the time invested in generating and analysing financial and non-financial data and 

the type of data analysed vary significantly. Some entrepreneurs track their performance in real-

time and on a daily basis, while others spend only two hours per month on progress tracking 

activities. Startups, especially in the early stages, tend to outsource their financial accounting 

activities. 14 of the interviewed startups mentioned that they use, or have used, the services of 

an external tax consultant, who typically assists the founder team in the preparation of financial 

reports and especially the P&L Statement.  
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In the early stages of the startup, the statutory accounting requirements represent a burden for 

many founders who typically operate with limited budget and under time constraints. Once the 

startups grow, accounting practice becomes more professionalized and is typically insourced 

back to the organisation. Such a decision can involve new hires or the appointment of a CFO.  

5.4.5 Internal versus External Reporting and their Frequencies  

Tables 30, 31 and 32 summarize startups' information gathering practice, differentiating 

between the purpose of reporting internally (to meet own information needs) or externally (to 

meet the reporting requirements imposed by investors). Such practice is then analysed by 

looking at startup characteristics such as age, life cycle stage and number of employees. All 

numbers and statements refer to information provided by startups only.  

According to the 25 interviewed startups, they typically rely on a number of different means to 

track their performance. While most of the startups use traditional financial statements such as 

P&L Statement, Cash Flow Statement and Balance Sheet, these are of more relevance to 

startups in the growth stages. Financial statements are also the form of information most 

frequently asked for by the investors, who also place particular emphasis on such reports when 

the startup enters the growth stage of its development. The active use of a business plan was 

mentioned by two startups and was provided to two investors only. Progress tracking according 

to milestones was mentioned by five startups. However, only one startup provided milestone 

based reporting to its investors. Internal performance monitoring according to the archived 

milestones is more common among the group of early stage startups with fewer employees. A 

pre-seed Startup (B) states that during weekly management meetings achieved milestones and 

next steps are discussed. Startup (B) also states that other internal progress tracking means 

include analysis of a crowdfunding campaign to estimate the acceptance of the product by end-

customers. In addition, a growth stage startup (N) explains that the founders also compare their 

own company performance with that of the market and the development of competitors or even 

similar companies of friends.  

Concerning the use of KPIs (Table 31), “Customer and Product Centric KPIs” were mentioned 

the most frequently for internal progress tracking, while “Financial KPIs” were more frequently 

demanded and prepared to meet the reporting requirements of investors. “Operational KPIs” 

were used the least frequently by both startups and investors. While pre-seed startups do not 

track “Operational KPIs” at all, they are of more relevance to growth stage startups. The 
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increased use of “Operational KPIs” at this stage can be attributed to the rapid growth of a 

startup and the resulting development of organisational divisions (e.g. HR, Sales) or the 

expansion of the startup’s operations to foreign markets. B2C software startup (R) states: 

Each part of the business has its own operative KPIs, which are used for controlling 

purposes. These are discussed with the employees in the respective area and reported 

bottom up to the management. Examples of operative KPIs include, number of 

customers in different geographic areas, inventory level, lead times, delivery time or 

qualitative reasons for product returns.  

In our analysis we compared the frequencies of internal and external reporting which are 

summarized in the Table 32. Most of the startups stated that they try to keep track of accounting 

and progress information on a daily basis, while they send written performance updates to their 

investors mostly on a monthly basis. This suggests that there is typically a time lag between the 

actual events happening and the time the investors become aware of them. Startups backed by 

company builders, on the other hand, state that due to investor operational involvement they 

are able to avoid such information asymmetries. Startup (I) explains that bookkeeping is fully 

taken over by the company builder whose investment managers have direct access to all 

financial data on demand. Startup (J) explains that, in their case, reporting has been developed 

jointly by the founders and the investment manager of the company builder.  

Given the dynamic and rapidly changing entrepreneurship environment and the rapid growth 

of digital startups, reporting and progress measurement practice in such environments is never 

completely static. Startups’ internal and external accounting practice can be dependent on a 

number of factors and can change over time. Startup statements concerning the reasons for 

changes in reporting practice are summarized in Table 20 and suggest that two main factors - 

“New Investors and Financing Round” and “Growth of a Startup” - can lead to changes in the 

way a startup measures and reports its performance. In addition, the reporting relationship with 

investors can change due to critical situations or when the startup leaves an accelerator or 

incubator programme.  
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Table 20: Reasons for Change in Startup Reporting 

5.4.6 Overview of Corporate and Startup Collaboration Models 

Due to the increased participation of corporate investors in startup financing activities, we take 

a closer look at corporate entrepreneurship programmes and analyse the role they play in startup 

ecosystems and in creating and transferring value to their parent organisations. Tables 25 and 

26 in the Appendix provide comprehensive demographic information on the 16 investors and 9 

startups which were part of Stage 2 data collection process. As shown in Table 25 in the 

Appendix, the corporate investors in our sample undertake diverse CV types of programmes, 

ranging from incubators (3 cases), accelerators (5 cases), CVCs (7 cases) and other more 

individualized initiatives (one case). Such CV activities are undertaken either by a specific 

department within the organisation (7 cases) or by establishing an independent corporate 

subsidiary (9 cases). Stage 2 of the data collection process included 9 startups which were in 

the investment portfolios of the corporate investors. Based on the investment size raised, we 

grouped the interviewed startups into two groups - seed (5 cases) and growth (4 cases) stage 

startups.  

CV units’ investment activities in startups were driven by a diverse set of goals. While only 

two investors were driven by purely financial goals, eight investors pursued clear strategic goals 

and six stated that they were pursuing both strategic and financial goals simultaneously. 

Changes in Reporting 
Nr. 

Cases
Startup statements

New investors or new financing round 8

( F ) The focus of the measures will shift from qualitative to quantitative items when the first 
institutional investors demand a reporting
( J ) Professionalization of bookkeeping after institutional investors entered the company 
(for example differentiation between cost centers and cost objectives 
( K ) The investments in the data warehouse have among others been forced by the first 
investors 
( Q ) The content of the reports is adapted when a new investors joins to ensure that the 
requirements of all investors are covered with one report

Growth of the startup 6

( V ) The new CEO, which has a finance background, has professionalized the processes  
( W ) company has grown to a certain size at which accounting is legally required (taxation 
reasons
( M ) KPIs are adapted on a regular basis (approximately every 3 month) as the direction of 
the company changes
( C ) Until the point in time at which revenues are generated, it does not make sense to 
measure anything. KPIs such as the "Cash-burn-rate" are not practical and do not express 
anything.

Critical issues of the startup 2

( K ) Only if the general data raises a "red flag" in the eyes of the investors, they demand 
more information
( W ) Reporting is provided only if required, only during critical phases the reporting was 
provided on a regular basis

Startup leaves the program 1

( E ) No reporting requirements during the incubator program, but rather meetings focused 
on strategic issues. After the program marketing-KPIs are provided to all investors in 
quarterly meetings
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Strategic goals, as suggested by Weiblen and Chesbrough (2015), varied, depending on the 

direction of the desired sources of innovation, either outside-in or inside-out. The former and 

more frequently mentioned motivation included a need to gain more insights into the market 

(Investor A) and early stage startup scene (Investor C) and to bridge the gap between the “new” 

and the “old economy” (Investor H). Corporations also view their CV activity as a window to 

new and disruptive technologies (Investor M) and a way to identify new business opportunities 

(Investor N). 

Mentioned less frequently, by three interviewees, inside-out motivations included a wish to 

explore new trends and experiment with new business models which fall outside the core 

business area of the parent organisation. For example, Investor (P) describes:  

We are more like a corporate company builder. We explore different topics and move 

them from stage gate to stage gate and try to bring them to the market and develop them 

into new businesses that can then bring new revenue. We then spin it off and it becomes 

a separate company which is a subsidiary of the group. 

CV units who pursued a combination of strategic and financial goals indicated that, just like 

classical financial investors, they need to believe in a product, market and the startup team and 

only then they consider whether there could be potential synergies for the business units within 

the parent organisation (Investor J). In addition, Investor (P) highlighted that at the very 

beginning the CV unit goals were deliberately kept open, which allowed experimentation with 

internal or external teams and exploration of new trends in the startup ecosystem. Finally, one 

investor explained that as part of its strategic goals, with the help of the CV unit, the corporate 

parent was trying to bring cultural change into the organisation (Investor K).  

However, it is worth noting that corporate VC units sometimes pursue “moving goals”. Starting 

with strategic goals in mind, they can, eventually, shift to more financial goals, especially if 

faced with difficulties in justifying the cost required to operate such an external CV unit.  

Finally, some CV units use their corporate parent’s expertise in a specific industry or domain 

in order to gain a competitive advantage (when compared to independent VC investors) in 

evaluating the investment targets. As a result, the level of the corporate parent’s employee 

engagement with the CV unit and its portfolio startups can vary from intense involvement to 

no involvement at all. In some cases, corporate employees become actively integrated in CV 

unit activities. In other cases, startups need to proactively seek such contact. In our sample 

strategically driven CV units show a tendency to involve the employees of their parent 
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organisation in helping their portfolio ventures more. Table 21 illustrates the CV units’ 

statements. 

 

Table 21: Corporate Employee Involvement in Corporate Investment Support 

Yet, it is worth mentioning that there are other types of collaborations between startups and 

corporations, which do not contain direct financial investment nor operational support, but 

rather offer a revenue or profit share deals (Investor A). CV units sometimes act as a platform 

which enables startups to sell their products and get access to a larger market (Investors H). 

Media companies also use a similar strategy. Instead of providing financial support, they offer 

startups media coverage, or so called “media-for-equity” deals (Investor O). In other cases, CV 

units can provide infrastructure and technical R&D facilities for startups to further develop their 

product (Investor L). Finally, in addition to their classical VC investments, VC units can help 

their corporate parent’s business units to connect to startups and initiate joint development 

agreements. Investor (M) explains:  

In some cases they want us as moderators in the first meetings as it is difficult for our 

colleagues in such a big company to understand how startup companies think, and vice 

versa.  

5.4.7 Internal Performance Measurement of Corporate Venturing Programmes 

As suggested by Reid et al. (1997), there is a two-level principal-agent problem in the context 

of VC financing activities and as previously shown by this study, financial capital providers 

can have an influence on which goals their investees are pursuing and tracking. Hence, we take 

a closer look at how CV units are being managed and controlled by their parent organisations. 

Just as there is a diversity of CV unit designs and objectives, so too there is a diversity of 

supervisions within their corporate organisations. Some CV units report directly to the CEO of 

Corporate Employee Involvement Nr. Cases Investor Statements

Startups have access to employees on 
demand

4

( L ) We have the philosophy that initiative has to come from the respective 
company. If they want to talk to an expert we try to make that possible
( K ) We help them to get in touch to the employees of the corporation

No Involvement 4
( F ) No resources from our parent company are used at all
( H ) No one works directly for the startups

Employees get involved with startups 3

( N ) We will integrate different positions out of the operational organization 
depending on the startup or the project we deal with 
( I ) We identified individuals in the geographies that have interest to support. 
They are very motivated to help out. We call them business unit advisors
( G ) One colleague currently works as Interims-CFO in one of the companies
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their parent organisation, others are under the supervision of functional C-level executives such 

as CTO, CSO, CIO or even CMO. Financially driven CV units usually report to the CFO or to 

the whole Board of Directors of their parent corporation. Table 22 illustrates how CV units 

measure their individual performance and what kind of information they report to their 

corporate parents.  

 

Table 22: Internal Performance Measures of Corporate Venturing Units 

While one interviewee stated that there were no concrete measures set at all, most of the CV 

units reported about their performance to their parent organisations. “Return on Investment” 

was mentioned most frequently, which suggests a similarity between corporate VC investors 

and the independent institutional VC investors. Such internal success measurement was also 

more common among the more mature CVC investors in our sample. CV units often follow or 

try to imitate the behaviour of independent VC investors, especially in the context of syndicate 

deals. For example, Investor (B) explains, “We do not have any strict ideas ourselves on 

reporting. We would just ride along with co-investors on reporting”. In addition, Investor (C) 

underlines, “Reports we get are the same as other investors also get. We do not push for other 

reporting”. This could be attributed to the fact that investors try to avoid creating extra burden 

for their startups. Furthermore, CV units often hire investment managers or senior executives 

who have previously worked in independent VC organisations, a fact which could explain why 

Internal performance and success measurement Nr. Cases Investor Statements

Return on Investment 7

( M ) We have the same KPIs as a normal VC fund, so IRR and the basics
( E )  Returns on investment. If we sold shares, that is how we measure it
( C ) We measure the success mainly by the portfolio value
( H ) The hub is measured by its own financial success

Number of new deals, business plans received or 
partnerships established

6

( A ) Since we only had one cohort it has been about the number of applicants reached and the 
different global regions that have applied to the program. In the future this will change
( M ) One indicator is the number of business plans we receive every year. The second one is 
the number of co-operations we can initiate every year
( F ) Number of funded ventures per year

Strategic impact and synergies for the corporate 6

( N ) The success is only measured by strategic impact. Which mean, do we do business with 
those startups or do we still believe that this startup might be a future business unit
( G ) It depends on the use case identified for the bank and the bank clients. So the number of 
integrated use cases could be seen as a measurement of success
( C ) How many cooperate with different units or if other units invest in our startups

Other measures 5

( H ) We also measure soft factors like how many people internally we spread the word to 
what is happening in the world. So we also have qualitative KPIs that are relevant
( J ) Then there is also the goal of making our corporate more entrepreneurial, which is a 
corporate culture goal
( H ) Amount of money that a business unit commits in the joint development agreement

New revenue or cost savings for the corporate 3

( K ) If a startups makes a deal and has sales there is revenue which is revenue also for the 
corporate, which we count and report to the board
( I ) Either additional revenue or cost savings for the company. What I can tell you is that we 
already created two to three times the value of our investments
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they apply similar startup management and control practice as the independent institutional 

investors.  

Since many CV units in Germany are relatively young (when compared to independent investor 

organisations), it seems that establishing a good reputation and reach in national and 

international startup ecosystems, is seen as another way to evaluate the CV unit’s managers’ 

performance and the overall success of the programme. Six investors in our sample stated that 

they are evaluated by the “Number of new deals, business plans received or partnerships 

established”. While such numbers do not necessarily indicate a direct financial or strategic 

benefit for the parent organisation, a high applicant number to a corporate accelerator 

programme, or a high number of pitch decks sent to a CVC, signal that startup founders know 

the programme and are interested in cooperating with its parent organisation.  

“Strategic impact and synergies for the corporate” as measured by the number of startups that 

end-up collaborating with a business unit of the parent organisation, was another common 

success indicator, mentioned by six interviewees who mainly represent strategically driven CV 

units. “New revenue streams or cost saving for the corporate” was also mentioned by the group 

of strategically driven corporate investors. However, since many startups do not generate profit 

or even revenue for a prolonged period of time, measuring success according to this logic is not 

that common and was mentioned by three interviewees only. In addition to the four most 

frequently mentioned internal success measurement methods, we identified a group of “Other” 

measures which ranged from more qualitative measures, such as cultural change in the parent 

organisation, to more specific quantitative measures, such as capital commitment by 

organisational units of the parent.  

5.4.8 Lean Startup Methodology and its Application by Corporate Investors and 

Startups 

Due to the proliferating use of the Lean Startup methodology in startup ecosystems, we asked 

our interviewees, corporate investors and their startups, about their knowledge and application 

of such tools. Tables 33 and 34 compare in the Appendix the results for different types of CV 

units and different startups. One can observe that investor knowledge of the Lean Startup 

concept is not overreaching, with one third of the interviewees being unfamiliar with it. Later 

stage investors such as CVCs were among those that are not familiar with the concept, while 

early stage investors representing incubators and accelerators were. Here, CV Investor (E) 
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explains: “We do not focus on MVP. It is more important for the founders. We are not familiar 

with the topic, so we cannot go to the Startups and request them to do it”.  

Given the early entrepreneurship stage focus of the Lean Startup methodology, the difference 

could be driven by the fact that CVCs typically invest in later stage startups when product-

market fit has already been found and there is little need for “MVP” testing. Also, when looking 

at the investors’ background, strategic investors show greater familiarity with and application 

of such tools when compared to more financially driven investors. However, we observe that 

investors do not consider Innovation Accounting as a part of general accounting and control 

systems and rather see it as a tool to coach their portfolio startups. When asked about the 

benefits and the interplay of Innovation Accounting methods and traditional accounting 

methods, corporate Investor (A) acknowledges that the startup teams get tools they otherwise 

do not have. In addition, Investor (C) explains: 

They are more focused on actually developing a product. It is just a different type of 

accounting to develop a product along the customer and with the customer. You cannot 

compare it to the other more company-focused and process-focused measures. A 

company should use all of those. 

8 out of 9 startups, from Stage 2 of the data collection process, were familiar with and used 

Lean Startup methodology and no major difference existed between seed and growth stage 

startups. The only difference was observed after splitting the startups according to different 

business models. Retail and B2C startups in our sample were more active in their use of the 

MVP and Hypothesis Testing tools. Startups acknowledge that they typically differentiate 

between financial and management accounting. However, they do not have a separate 

accounting report or team dedicated to Innovation Accounting. Yet, many see it as a natural 

part of the business steering and strategic decision-making process. When comparing 

Innovation Accounting to the traditional accounting practices, an e-commerce B2C Startup (E) 

suggests that Innovation Accounting is more experiment driven and not so rigid: 

I think in Financial Accounting we do not just account something and then see if it is 

right (…) We constantly build dashboards and KPIs, and some get trashed, but others 

get continuously improved. So we have reports for everything and they live to find new 

patterns. If that has valuable insights, we add it to our regular reporting and draw all 

the conclusions from it. I think Financial Accounting does not work like this. 
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Hence, it appears that Innovation Accounting is not being used continuously, but rather serves 

as a tool in special situations at the different life stages of the startup and helps the startup to 

identify relevant “Customer Centric KPIs”. In addition, Innovation Accounting offers startups 

a tool to identify mistakes early on and to rapidly adjust their assumptions or even the complete 

business models: 

Innovation Accounting offers superior speed and the ability to stay at that speed for 

longer periods of time. We are continuously trying new things (…) It makes you prone 

to big mistakes, but also makes you agile enough to find out you made a mistake fast. 

Then you do not have big consequences (Startup E).  

Finally, while initially not planned as part of our investigation, a relationship between startup 

reporting and its success has been identified, especially in the investors’ statements. Here, 

Investor (N) explains: 

Some of the startups over-report. We typically find that in very successful startups (…) 

I am convinced that any company in our internet, high-tech, e-commerce environment 

must understand all of its data (…) You cannot manage what you do not measure. And 

the more you measure of your core business, the more you understand your business 

and its key success factors (…) If you talk to an e-commerce startup today which does 

not measure their core KPIs, I would bet that they do not have a chance of finding 

funding.  

Another CV unit’s manager supports this view and in his blog article concludes: 

When we analysed our companies that had the most success, we noted it was those 

founders who were most diligent about reporting monthly information and saw it as a 

benefit (…) Some founders told us that they share a version of these updates with other 

people beyond their investors – and that it’s become a catalyst for some of their best 

hires, partnerships, and potential investor discussions. (Swart, 2017) 

5.5  Discussion  

Given the rising importance of digital startups as engines of economic growth and as valuable 

collaboration partners for established corporations, entrepreneurship ecosystems are becoming 

more dynamic and we are seeing a rising diversity of investor organisations participating in 

startup financing activities. However, since previous literature mainly focused on the 
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information gathering practices of VC firms (e.g. Mitchell et al., 1997; Reid et al., 1997), 

scholars’ and practitioners’ understanding of the diverse investors and their offerings to and 

interaction with startups remained rather limited. In addition, given the recent interest from the 

corporate community in entrepreneurship ecosystems and the rapid emergence of diverse CV 

programmes, there is a lack of theoretical development and many organisations are entering 

entrepreneurship ecosystems without clearly aligned goals and are, rather, experimenting with 

different CV unit designs and control mechanisms. Hence, this exploratory study analyses the 

role that accounting information plays in investor-investee relationships and in mitigating 

agency problems. More specifically, it looks at different investor types and their institutional 

backgrounds and investigates the role that corporate investors play in startup ecosystems and 

in creating and transferring value to their parent organisations. 

Given the variety of investor organisations, the differences in startup characteristics and their 

life stages and the dynamic nature of entrepreneurship as such, we observe that accounting and 

control practices in such environments can be standardized only to a limited degree. Consistent 

with previous literature (e.g. Davila et al., 2010), we find that investors play an important role 

in the accounting information gathering and reporting practices of their investees. However, we 

observe that, depending on the investor type and institutional background, investors assign 

different levels of importance to accounting information and that they apply different 

information gathering and control practices when interacting with their portfolio startups.  

While research suggests that traditional accounting information can help mitigate agency 

problems between investors and investees (e.g. Cassar, 2009; Mitchell et al., 1995; Nietzer, 

2003), we show that non-financial data and personal connection can also play an important role 

in the investor and investee relationship. This study illustrates that investors’ information needs 

extend beyond traditional financial accounting information. In addition to the three financial 

statements - balance sheet, P&L statement and cash flow statement – investors, as well as, 

startups use other performance measures of a more qualitative nature. Especially in the case of 

early stage startups, non-financial information, such as founders’ motivation or customers’ 

feedback about the first prototypes of the product, is considered to reflect a startup’s current 

performance more accurately. 

In the dot.com bubble period, monetary investment was the core contribution of VC investors 

to startups. We observe that, given the diversity of investor types and increased VC financing 
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volume in startup ecosystems, other benefits that investors offer to their investees are of 

increasing importance and that such benefits could determine the startup’s decision to accept 

or reject the investment by an investor. Based on their characteristics, investors in our sample 

offer diverse value propositions to startups. An interesting observation in this regard is that, 

while one would assume that due to their existing corporate structures and domain expertise 

corporations are in a better position to provide operational support to their portfolio startups, it 

is the non-corporate investors who are more active in this respect. Non-corporate investors also 

provide more coaching and mentoring support to their startups. This contradicts the previous 

literature, which suggested that independent VC investors typically add value via social capital, 

whereas CVC investors are better in providing knowledge-based capital and operational support 

(Maula et al., 2005).  

With reference to the first research question raised, we also observe that the level of investors’ 

involvement with startups can help them to get better access to information. However, just as 

investor engagement with and non-financial support offered to startups can vary, so too can 

investor imposed control mechanisms, from hands-on assistance in meeting statutory 

requirements and establishing key KPIs offered by company builders and incubators, to more 

formal information gathering practice exercised by VC investors. When looking at different 

investor types, we observe that VCs and company builders assign higher relevance to 

accounting and reporting practice then their incubator and accelerator peers. The same 

tendencies can be observed looking at the information exchange practice. This study shows 

that, investors with higher investment sizes and equity stakes are the ones who value more 

formal control mechanisms and assign higher relevance to accounting than their peers who 

invest in early stage startups and make smaller investment rounds. This is in accordance with 

Weiblen and Chesbrough (2015), who suggested that newly emerging startup investor 

programme types (e.g. accelerators) allow for “lighter-weight” governance processes than those 

of traditional VC investors. Personal contact, on the other hand, is more important to 

accelerators and incubators and the same holds true when looking at investor preferences for 

informal information exchange channels. It can hence be hypothesized that the differences in 

the accounting practices can be attributable to the differences in the investor types, which allows 

us to propose: 

Proposition 1: Startup investor type has influence on its assigned importance to 

accounting information and startup control practice applied. 
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Eisenhardt (1989b) and Tushman and O’Reilly (1997) suggested that the duration of the 

partnership and personal connection can ease the control mechanisms imposed by investors. 

Our study supports this view and further observes that investors active in entrepreneurship 

ecosystems need to strike a balance between control and influence. Need for control increases 

with increased investment size. Influence, on the other hand, increases with an increased level 

of personal contact and non-financial information exchange. With reference to the first research 

questions, we further show that corporate investors in many regards behave in a way similar to 

their independent peers. This could be influenced by the fact that they often engage in syndicate 

deals with independent investors or that they employ investment professionals with previous 

experience in the independent VC industry. However, while CV investors do not show a major 

difference when looking at the relevance that they place on accounting information and the type 

of data that they collect, they seem to be more formal in their information exchange practice 

and use more formal information exchange channels. Moreover, corporate investors tend to 

place less emphasis on building personal relationships with founders in whose startups they 

invest. Personal connection is more important to non-corporate institutional investors or 

business angels in our sample. Hence, we suggest: 

Proposition 2: Startup investor’s institutional background has influence on the level 

of reporting formality and personal interaction with the startup founders. 

Due to the fast-changing nature of entrepreneurship, we observe that startup reporting practice 

is in a constant state of flux. Startups go through different life cycle stages - in some cases even 

see an exponential growth – situations, which could all influence the way a startup tracks and 

reports its performance. This study shows that in the early stages of a startup development, 

Financial KPIs such as “burn rate” are of more relevance to the startup founders. When the 

product has been launched, Customer Centric KPIs become more important. Finally, when the 

startup matures or launches its operations internationally, Operational KPIs come in to play. In 

addition, a startup’s life cycle can play a role if its accounting is being done in-house or by a 

third party provider. Finally, we observe that in the early stages of a startup development, 

qualitative measures are used more frequently, while in the later stages quantitative measures 

prevail. This is in accordance with previous literature which showed that startup accounting can 

be influenced by its maturity (Granlund and Taipaleenmäki, 2005; Cessar, 2009). We hence 

propose: 
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Proposition 3: A startup’s life cycle stage has an influence on the type of data that is 

being gathered and reported and on who is undertaking such tasks. 

Following the logic of proposition 3, we also find evidence which suggests that startup growth 

can lead to changes in the startup accounting practice. In addition, we observe that while 

existing investors play an important role in the way startup accounting and reporting is being 

done, with each new investment round and new investors on board, startup reporting can 

change. Hence, we further suggest: 

Proposition 4: A startup’s growth and new investment rounds lead to changes in its 

accounting and reporting practice. 

In our analysis, we compare the frequency of startup internal accounting practice to the 

frequency of their reporting to the investors. We show that there is a time lag in the information 

flow. While most of the startups monitor their progress on a daily basis, they provide 

information to their investors on a monthly basis. In addition, while they provide financial 

reports and Financial KPIs to their investors, they themselves focus more on Customer Centric 

KPIs. This is in accordance with previous studies, which suggest that startup’s accounting 

statements often do not reflect reality and can lead to outdated information being provided for 

their investors (Nietzer, 2003; Ries, 2011; Croll and Yoskovitz, 2013). 

Consistent with previous research (e.g. Reid et al., 1997), we find that there are two-level 

principal-agent issues in the VC financing activities: VCs-startups and funders-VCs. While the 

VC units and its startup relationship received more attention (e.g. Mitchell et al., 1995), the 

understanding of the VC investors’ background and their financiers’ influence on their activities 

remained rather limited. With reference to the second research question raised, we observe that 

in the corporate context the outcomes of a CV unit’s activities can be influenced by the motives 

of their establishment (strategic vs. financial) and by the way that they are being controlled 

within their parent organisation. As indicated by previous literature (e.g. Narayanan et al., 2009) 

we observe that corporate investors enter startup ecosystems with diverse goals. A novel and 

interesting observation of this study is the fact that corporate VC units sometimes pursue 

“moving goals”. While starting with strategic goals in mind they can, over time, shift to more 

financial goals. Depending on their objectives, strategic or financial, CV units show a different 

level of integration of their corporate parent employees in their activities, as well as in the 
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activities of their portfolio startups. Typically, strategically driven CV units work closer with 

the functional unit employees of their parent organisations, which allows us to suggest:  

Proposition 5: Corporate goals (strategic vs. financial) to establish a CV unit have 

influence on the level of its employee involvement in the activities of such a CV unit.  

When looking at how CV units measure their performance and what kind of information they 

provide to their corporate backers, we observe that traditional financial measures, such as 

“Return on Investment”, common in the institutional VC activities, are often applied in the CV 

context as well. This type of progress tracking could also be influenced by the fact that CV units 

often engage in syndicate deals with independent institutional VC investors. In such situations, 

one could argue that CV units engage in “free riding” activities and pass on startup coaching 

and monitoring tasks to the independent VC investors. Indeed, this seems to be an unwritten 

industry rule that startups managed by independent investors perform better than those managed 

by corporate managers, a notion which has been confirmed by Chesbrough (2003b) in the case 

of corporate spin-offs. Consequently, we propose: 

Proposition 6: VC deal syndication will lead to corporate investor’s reliance on 

independent investors to perform startup monitoring and control.  

Strategic impact and synergies created by a startup and a corporate business unit is another 

frequently mentioned performance measure, referred to by strategically driven CV units. 

However, while previous literature suggested that cultural change (e.g. Narayanan et al., 2009) 

and organisational learning (e.g. Ries, 2017) can be further important benefits related to CV 

activities, the CV units in our study do not measure their performance based on such qualitative 

measures and only one CV unit mentioned that driving cultural change was one of the reasons 

for its establishment. We further observe that quantitative measures are more relevant for a CV 

unit’s performance measurement, rather than, qualitative measures, such as employee social 

skills and their ability to build relationships within the entrepreneurship ecosystem, as 

previously suggested by Maula et al. (2003). An interesting observation related to this, is the 

fact that many CV units in our empirical sample, state that they use the number of pitch decks 

or startup business plans received as a way to measure their performance. This suggests that 

creating a buzz in the startup ecosystem can be viewed as a measure of the CV unit’s success. 

Awareness creation could be of great relevance for established corporations, as they sometimes 

use their CV unit’s activities as a signalling tool in the capital markets and when interacting 

with their peers.  
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Scholars (e.g. Narayanan et al., 2009) argue that corporations should give their employees an 

opportunity to experiment and learn. However, when it comes to Innovation Accounting, we 

observe that CV units’ managers' understanding and application of such tools is still rather 

limited. Startups, and especially the early stage startups, know and apply such methodology 

more often. However, neither CV investors nor their startups view Innovation Accounting as 

part of their accounting practice. Innovation Accounting is, rather, used as a tool and is applied 

on an ad hoc basis, when startups go through different life cycle stages. Just like the Balanced 

Scorecard, for example, Innovation Accounting is used more for internal managerial purposes. 

It helps a growing company to identify the relevant KPIs, which can then be integrated in the 

more structured traditional accounting reports.  

Finally, while scholars differ on the question of the usefulness of accounting in the 

entrepreneurship context (e.g. Davila et al., 2009b; Blank, 2013), and although measuring the 

influence of startup accounting and reporting practice on the success of startup firm 

performance was out of the scope of this study, we find indications which suggest that the level 

of detail and attention that startup founders place on data collection and reporting can have 

indirect effects on the startup’s performance. Given the digital nature of many of today’s 

businesses, a startup’s data-drivenness and coherent information exchange with its investors 

can be seen as a signalling tool and thus influence a startup’s trustworthiness in the 

entrepreneurship ecosystem. We hence suggest: 

Proposition 7: A startup’s proactiveness in data gathering and reporting increases its 

trustworthiness and reputation in the entrepreneurship ecosystem and indirectly 

contributes to its success. 

5.6 Conclusion 

Based on qualitative interviews with diverse German investor organisations and their portfolio 

startups, this explorative research study provides insights into the role that accounting 

information plays in mitigating agency problems and fostering organisational learning. Due to 

differences in investor organisation types, their institutional backgrounds and the different life 

cycle stages that startups go through, we observe that accounting practice in the 

entrepreneurship context is hard to standardise. However, our study shows some patterns which 

could help foster a better understanding of the diverse entrepreneurship ecosystem actors and 
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the role that accounting plays in such environments. We show that the majority of investors 

demand and receive accounting information from their portfolio startups on a regular basis. 

Such information is communicated via formal and informal channels and comes in the form of 

quantitative financial reports as well as qualitative information such as customer feedback and 

milestone tracking. In addition, this study sheds more light on the role that personal 

relationships and informal communication plays in the investor-investee relationship. We 

suggest that investors active in the entrepreneurship ecosystems need to strike a balance 

between control and influence when managing their portfolio startups. Investors’ need for 

control increases with increased investment size. Influence, on the other hand, increases with 

increased level of personal contact and non-financial information exchange. Our findings show 

that corporate investors in many regards behave in a similar way to their independent peers. 

However, while CV units do not show major differences when looking at the relevance that 

they place on accounting information and the type of data that they collect, they seem to be 

more formal in their information exchange practices and use more formal information exchange 

channels. Such findings do not find support in the previous literature, which suggested that CV 

activities can be a valuable source for organisational learning. Finally, this study shows that 

accounting information is an important part of the investor and investee relationship and that 

founders’ proactiveness in data gathering and reporting can increase their reputation in the 

entrepreneurship ecosystem and have indirect effects on their startup’s success.  

This study addresses an important paradigm change in orientation about startup progress and 

success: That is, the change from break-even related orientation towards scaling and progress-

oriented evaluation and learning. We believe that insights from this study will contribute to our 

understanding of what it actually is that makes a startup grow and succeed in the turbulent 

environment of entrepreneurial ecosystems. We hope to contribute to both academic discussion 

on the growth and survival of firms and highlight practical implications for investors and large 

corporations utilizing the worldwide growing startup trend.  

5.6.1 Practical Implications 

This research has significant relevance for industry practitioners who are already active in or 

planning to enter entrepreneurship ecosystems. Unlike previous studies, which have examined 

startups’ accounting practices and investors’ control methods separately, this study has looked 

at the interface between both parties and analysed the role that accounting plays in facilitating 

investor and investee relationships and fostering inter-organisational learning. The findings of 
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this study allow both startups and their investors to benchmark their accounting practices and 

adapt if desired. As a result, on the one hand, this can foster startups’ understanding of the 

investors’ information needs and hence facilitate a more value adding relationship or even 

increase their chances of obtaining future financing. On the other hand, investors can gain a 

better understanding of the information gathering routines and the hurdles that startups face and 

hence increase the efficiency and effectiveness of their communication. 

Existing or future founders can gain important learnings on how to track the performance of a 

new business and what changes to expect during the different life cycle stages of its 

development. While Financial Reports are at the core of investor and investee reporting, we 

shed more light on the importance of personal connection and non-financial information which 

can help to create trust and track a startup’s performance in a more truthful and timely manner.  

In addition, while prior research has focused only on the information gathering practices of VC 

investors, this study provides insights into such practices applied by diverse types of investor 

organisations and analyses how investors’ institutional backgrounds affect their accounting and 

control practices. Such insights facilitate a better overall understanding and can help manage 

expectations between different investor organisations when participating in deal syndication. 

Furthermore, it provides insights for startups into what to expect when interacting with or 

accepting an investment from a certain type or certain institutional background type of investor. 

This study shows that, when participating in startup financing activities, the level of a corporate 

investor’s organisational involvement in the activities of their portfolio startups can be 

influenced by their goals (strategic vs. financial). This is an important insight for startups, who 

want to collaborate with corporate investors and expect to benefit from such collaboration by 

gaining access to customers and receiving operational support.  

This study also provides valuable insights for existing and new CV unit managers and their 

corporate financiers entering entrepreneurship ecosystems. Corporate senior executives can 

gain insights into how to design, structure and control their CV units so that they meet their 

desired outcomes. Understanding the internal success measurement mechanisms is of great 

relevance for corporations who want to generate long-term sustainable benefit from their CV 

activities. With the increasing popularity of the Lean Startup book and the proliferation of 

Innovation Accounting methodology, this study sheds more light on the ways it is actually being 

applied in practice. Finally, our study shows that investors have a significant influence on 

startup accounting practices, a finding which suggests that they too should be held accountable. 



Project 3: Innovation Accounting and Value Appropriation in the Entrepreneurship Ecosystems – Perspective of 
a Corporate Investor 

141 

Investors should make sure that startups do not follow vanity metrics and gear their efforts to 

meet value-adding performance targets rather than just stick to what has been agreed in the 

business plan or financing agreement.  

5.6.2 Theoretical Implications 

This study has various implications for theory building as well. First, it contributes to the limited 

and still fragmented research on the use of accounting in the entrepreneurship context and 

brings a more recent perspective. It shows that nowadays investors are more operationally 

involved than they were in the past or in the pre dot.com bubble era. The rise of company 

builders as a frequent form of new venture financing and support is a manifestation of such a 

development. While principal agent theory has so far been at the core of investor and investee 

relationships, our findings suggest that such interaction needs to be analysed from a broader 

point of view and by taking into consideration broader theoretic perspectives. The novel aspect 

of this study is the approach that we take to look at firms’ open innovation and inter-

organisational learning practices via the use of accounting information. Controlling founders’ 

consumption of perks might not be the most important element in assuring the survival of a 

startup. Investors should make sure that founder motivation is high and that they follow the 

right set of KPIs. Hence, accounting practice should be used not only for control purposes but 

also for gaining influence, an element that could be especially relevant for investors entering 

startup ecosystems with strategic agendas. In addition, as suggested by Reid et al. (1997), we 

shed more light on the fact that there is a two-level principal-agent problem in the context of 

VC financing activities. Finally, while most of the previous studies relied on empirical data 

from the Anglo-Saxon countries (e.g. Mitchell et al., 1995; Reid et al., 1997) this study provides 

insights from a different geographic context.  

5.6.3 Limitations and Future Research 

Due to its qualitative nature, this study is not without limitations and should be looked on as an 

initial step towards developing an understanding of the dynamics of investor and investee 

relationships in general and more specifically, the role that corporate investors play in startup 

ecosystems. It aims to provide a basis for future research to empirically test the derived findings. 

Further qualitative research could also take a deeper look at the CV unit cases. In an in-depth 

case study, it could be beneficial to interview diverse actors (e.g. CEOs, functional unit 
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managers and CV unit employees at different levels) in order to better reflect on the knowledge 

flows and incentives of the individual actors involved. Scholars could investigate what type of 

personalities are best suited to operate CV units and what kind of educational and industry 

background they need to have. In addition, it could be relevant to look at the routines of how 

CV unit employees communicate with functional units’ managers. Equally important for future 

theory development would be to analyse in more depth the strategic fit of diverse CV 

programmes and their design alignment with the parent company’s resource base and its 

absorptive capacity.  

Moreover, future research could further analyse the soft factors and sociological forces that 

influence the relationship between investors and investees. How is trust being established in the 

VC context? Not only trust between investor and investee, but also trust between different 

investors or investor organisations. Such findings could be of special interest to CV players 

entering entrepreneurship ecosystems. With CV becoming an increasingly important topic for 

large and small family firms, scholars could also compare family owned firms to the publicly 

listed firms and investigate if they interact and support their portfolio startups in a different 

way. In addition, scholars could analyse how investors process and use the information that 

they receive from their portfolio startups and how such information influences the quality of 

the investor support provided to startups. Related to this, it could be interesting to look at how 

accounting practices differ between independent startups and startups that are supported by 

diverse types of investors. Finally, practitioners and scholars alike could benefit from deeper 

insights and longitudinal studies that can analyse the role that accounting and reporting practice 

has on a startup's performance. 

Future studies could also compare our results to those from other geographic contexts and 

countercheck the effects that cultural differences and the maturity of the startup ecosystem have 

on the accounting and control practices of its members. Finally, while scholars’ attention has 

focused on commercial organisations, other actors such as universities, NGOs or social 

entrepreneurs are starting to play an increasingly important role in entrepreneurship 

environments. Future research could benefit from further theorization and empirical insights in 

these contexts and should investigate how success is being measured in social entrepreneurship 

settings and how the triple bottom line (people, planet and people) is being tracked and 

communicated.  
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5.7 Chapter 5 Appendix  

 

Table 23: Project 3: Interviewee Statistics (1) 

 

 

 

 

 

 

 

Investor type
Interview 
duration 
(in min.)

Corporate
Age 

(in years)
Nr. of 

employees

Nr. of 
current 
startups

Nr. of total 
startups

Investment stage
Program duration 

(in months)
Financial support Equity share

A Accelerator 37 No 0 2 0 18 Pre-seed 0,25 0 0

B Incubator 28 No 1 2 5 8 Pre-seed 3 12k Minority (5-7%)

C Incubator 23 Yes 2 N.A. 5 24 Pre-seed 3 0 0

D Incubator 51 Yes 1 5 0 46 Pre-seed/seed 3 25k Minority (5%)

E Incubator 21 Yes 1 6 0 26 Seed 3 25k Minority (5%)

F Accelerator 38 No 1 2 4 8 Pre-seed 12 N.A. Minority

G Accelerator 28 Yes 0 7 2 2 Pre-seed/seed 6-18 N.A. Minority

H Accelerator 23 Yes 2 N.A. 8 15 Pre-seed/seed 12 30k Minority (10-15%)

I Accelerator 18 Yes 0 7 6 6 Pre-
seed/seed/growth

mid-term 500k N.A.

J Company builder 34 No 2 N.A. 23 25 Pre-
seed/seed/growth

mid-term 500k Minority and 
Majority

K Business Angel 10 No 4 1 3 6 Pre-seed/seed long-term N.A. N.A.

L Business Angel 35 No 14 1 N.A. N.A. Pre-seed/seed mid-term (3-4 
years)

N.A. Minority

M Business Angel 30 No 12 1 7 10 Seed/growth long-term 250k Minority

N Venture Capital 32 No 1 8 4 4 Pre-seed/seed long-term 5000k Minority

O Venture Capital 12 No 10 7 19 21 Pre-
seed/seed/growth

long-term N.A. N.A.

P Venture Capital 19 No 1 3 9 9 Pre-
seed/seed/growth

individual 500k N.A.

Q Venture Capital 28 Yes 5 31 27 151 Pre-
seed/seed/growth

long-term 5000k Minority 

R Venture Capital 24 No 7 N.A. 20 29 Seed/growth long-term 1500k Minority

S Venture Capital 38 No 1 6 20 38 Seed/growth long-term 2000k Minority and 
Majority

T Venture Capital 28 No 18 27 55 88 Seed/growth long-term 10000k Minority

U Venture Capital 8 Yes 2 9 3 3 Seed/growth long-term 5000k Minority (5% - 
25%)

V Venture Capital 25 Yes 3 N.A. 20 25 Growth long-term N.A. Minority and 
Majority

W Venture Capital 51 Yes 4 N.A. N.A. 22 Growth long-term N.A. Minority and 
Majority

X Venture Capital 47 Yes 7 4 11 13 Growth mid-term (3-5 
years)

5000k Minority (15-35%)

Y Company builder 42 No 4 25 11 15 Pre-
seed/seed/growth

individual initial investment Majority

Z Company builder 41 No 3 35 8 30 Pre-
seed/seed/growth

individual 1000k Majority

ZZ Company builder 36 No 3 9 6 8 Pre-
seed/seed/growth

long-term 500k Minority and 
Majority

ZZZ Accelerator 17 Yes 1 8 3 3 Seed/growth N.A. N.A. N.A.

Stage 1 Investor Demographic Informaiton
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Table 24: Project 3: Interviewee Statistics (2) 

 

 

 

 

 

 

 

 

Stage 1 Startup Demographic Information

Lifecycle stage Duration (in min.)
Supported by 

investor
Share in the 

startup
Other investors Business Model

Age 
(in years)

Nr. of 
employees

Nr. of active 
countries

A Pre-seed 27 Accelerator a B2C, Hardware 1 4 1

B Pre-seed 31 Accelerator a B2C, Hardware 0 4 1

C Pre-seed 28 Accelerator a Accelerator B2C, Hardware 0 2 1

D Pre-seed 28 Incubator b Minority Business Angel B2C, Hardware 0 2 1

E Seed 25 Incubator b B2C, Hardware 0 1 1

F Seed 21 Incubator c Minority B2B, Software 0 3 1

G Seed 22 Incubator c B2C, Software 1 6 1

H Seed 22 Incubator - B2B, Hardware 0 1 1

I Seed 22 Accelerator - Majority B2C, Software 0 - 1

J Growth 32 Company builder j Minority VCs, business angel, incubator B2C, Software 1 20 1

K Growth 29 Company builder j Minority (35%) VCs B2C, Software 3 40 4

L Growth 32 Accelerator - B2C, Software 1 15 1

M Seed 31 Venture Capital n VC B2C, Hardware 3 6 1

N Growth 11 Venture Capital n Minority VC, business angel B2C, Hardware 3 25 1

O Growth 21 Venture Capital r VC, business angel B2C, Hardware 5 100 1

P Growth 35 Venture Capital r B2C, Hardware & 
Software

5 11 1

Q Growth 25 Venture Capital zz VC, business angel B2C & B2B, 
Software

2 15 1

R Growth 22 Venture Capital - Minority Accelerator, VCs, family 
offices, business angel

B2C, Software 2 40 3

S Seed 35 Company Builder z Majority B2B, Software 0 2 1

T Growth 22 Company builder y Business angel, VC, CVC, 
public programs

B2B, Software 4 43 1

U Growth 38 Company builder y Majority (60%) Business Angel B2B, Software 2 5 1

V Growth 22 Company Builder z Majority VC B2C, Software 2 120 3

W Growth 35 Company builder z Majority VC B2B, Software 3 75 3

X Growth 35 Accelerator zzz Business Angel, strategic 
investor

B2B, Software 2 15 1

Y Growth 6 Accelerator zzz Business angel, VC, public 
programs

B2B & B2C, 
Hardware

2 24 1
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Table 25: Project 3: Interviewee Statistics (3) 

 
Table 26: Project 3: Interviewee Statistics (4) 

 

 

 

 

 

 

 

 

Investor type
Interview 
duration 
(in min.)

Age 
(in years)

Nr. of 
employees

Nr. of 
current 
startups

Nr. of total 
startups

Investment 
stage

Industry 
Focus

Corporate goals

Function 
within 

organizatio
n

Program 
duration 

Financial 
support 

Equity 
share

Non-
financial 
Support

A Accelerator 18 0.5 3 9 9 Seed Yes Strategic Department 3 Months 25k None Extensive

B Accelerator 33 1.5 3 11 11 Seed Yes Strategic Department 3 Months 20k + loan 6% Extensive

C Accelerator 31 3.0 3 5 35 Seed No Financial/Strategic Subsidiary 3 Months 25k + media 5% Extensive

D Corporate VC 36 2.0 2 0 0 Seed/A Yes Strategic Department Unlimited < 1mn 20-25% Moderate

E Corporate VC 64 6.5 9 N.A. > 50 Seed/A No Financial Subsidiary 5-10 Years 300k-2mn N.A. Moderate

F Corporate VC 76 9.0 4 12 18 Seed - C Yes Financial Subsidiary 5-6 Years 1mn-10mn 10-30% Small

G Corporate VC 42 2.5 13 5 5 Seed/A Yes Srategic Subsidiary Unlimited 50k-500k 10-20% Extensive

H Other 36 1.5 8 N.A. N.A. N.A. Yes Financial/Strategic Subsidiary N.A. None None Moderate

I Incubator 63 2.5 3 12 12 Seed Yes Strategic Department 18 Months ~1mn None Moderate

J Incubator 52 4.5 8 7 11 Seed Yes Financial/Strategic Department
10-15 

Months
100k-300k 10-15% Extensive

K Accelerator 74 3.0 12 42 50 Seed Yes Strategic Subsidiary 3 Months 30k None Extensive

L Incubator 39 2.0 1 7 > 50 N.A. Yes Strategic Department 3 Years None None Small

M Corporate VC 47 15.0 14 N.A. 35 < Pre-IPO Yes Financial/Strategic Subsidiary Unlimited 1mn-3mn N.A. Small

N Corporate VC 50 4.0 2 4 5 Seed No Strategic Department Unlimited ~500k 10-15% Small

O Corporate VC 25 5.0 20 9 16 A/B No Financial/Strategic Subsidiary Unlimited ~10mn N.A. Small

P
Accelerators

53 3.0 16 N.A. N.A. Seed Yes Financial/Strategic Subsidiary Unlimited >3mn N.A. Extensive

Stage 2 Corporate Investor Demographic 

Stage 2 Startup Demographic Information

Lifecycle 
stage

Duration (in 
min.)

Supported by 
investor

Business Model
Age 

(in years)
Nr. of 

employees
Nr. of 

founders
Financing

Revenue 
p.a.

A Seed 31 Accelerator A B2B (Healthcare Specs) 1.5 3 3 € 25k + X 0

B Seed 41 Accelerator B B2E (SaaS) 1.5 3 3 € 160k 0

C Seed 18 Accelerator C B2C (Fashion) 2.0 4 2 € 25k + X N.D.

D Growth N.A. VC E B2C (E-Commerce) 3.5 75 2 € 20mn € 15mn

E Growth 36 VC F B2C (Agile Retail) 2.5 150 3 € 22mn € 30mn

F Growth 73 Other H B2C (Electronics) 7.0 250 1 $ 28mn $ 9.5mn

G Seed 42 Incubator I B2C (Food) 2.0 7 2 N.D € 240k

H Growth 26 Incubator J B2B (SaaS) 2.5 9 3 € 750k € >1mn

I Seed 30 Accelerator K B2B/B2C (Electronics) 1.5 8 3 € 130k € 60k
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Table 27: Non-Financial Support to Startups by Investor Type and Background 

 

Table 28: Progress Tracking Tools and KPIs Required by Investors 

Non Financial Support Incubator  Accelerator Business Angel Venture Capital Company Builder Corporate Non - Corporate

Access to Network 3 3 1 4 0 7 4

Coaching & Mentoring 4 3 1 4 3 6 9

Office Space & Infrastructure 4 2 0 1 2 6 3

Operational Support (IT, HR, Strategy) 1 1 2 7 4 5 10

Access to Customers 0 1 0 1 0 2 0

Other 0 0 0 0 1 0 1

Investor Type Qualitative
Qualitative 

and 
Quantitative

Financial 
Reports 

Business 
Plan

Milestones Other
Customer & 

Product 
Centric

Financial Operational 
Firm 

Specific

Incubator 1 0 0 0 2 1 1 1 0 0

Accelerator 0 1 3 1 5 5 4 2 1 3

Business Angel 0 2 2 0 2 1 3 3 2 2

Venture Capital 0 7 10 3 4 1 4 10 5 4

Company Builder 0 2 3 0 1 0 4 3 1 2

Investor Background Qualitative
Qualitative 

and 
Quantitative

Financial 
Reports 

Business 
Plan

Milestones Other
Customer & 

Product 
Centric

Financial Operational 
Firm 

Specific

Corporate 1 3 7 1 5 5 5 8 4 5

Non - Corporate 0 9 11 3 8 3 11 11 5 6

Number of Employees Qualitative
Qualitative 

and 
Quantitative

Financial 
Reports 

Business 
Plan

Milestones Other
Customer & 

Product 
Centric

Financial Operational 
Firm 

Specific

<2 0 2 2 0 2 1 3 3 2 2

<5 0 2 2 0 4 2 2 2 1 1

<10 0 4 6 1 5 3 4 7 3 4

<20 0 0 0 0 0 0 0 0 0 0

<30 0 1 2 1 0 0 1 1 1 0

>30 0 1 2 0 2 1 2 2 1 1

Cum. Number of Startups Qualitative
Qualitative 

and 
Quantitative

Financial 
Reports 

Business 
Plan

Milestones Other
Customer & 

Product 
Centric

Financial Operational 
Firm 

Specific

<5 0 2 2 1 3 2 1 2 1 1

<10 0 3 4 0 5 2 4 4 2 4

<20 0 2 4 1 1 2 4 3 2 1

<30 1 2 4 1 1 0 3 4 1 2

>30 0 2 4 1 3 2 3 5 2 2

Financial Investment Qualitative
Qualitative 

and 
Quantitative

Financial 
Reports 

Business 
Plan

Milestones Other
Customer & 

Product 
Centric

Financial Operational 
Firm 

Specific

Non 1 0 0 0 3 2 1 0 0 1

Minor Financial Investment 0 0 1 0 1 0 1 0 0 0

Financial Investment 0 12 17 4 10 6 14 19 9 10

Equity Share Qualitative
Qualitative 

and 
Quantitative

Financial 
Reports 

Business 
Plan

Milestones Other
Customer & 

Product 
Centric

Financial Operational 
Firm 

Specific

No Equity 1 0 0 0 3 2 1 0 0 1

Minority 0 7 8 4 6 5 8 9 6 3

Majority 0 1 2 0 1 0 2 1 0 0

Minority and Majority 0 1 4 0 1 0 3 5 2 4

Type of Data Progress Tracking Tools KPIs
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Table 29: Written Report Meeting Frequency by Investor Type 

 

Table 30: Startup Internal Versus External Information Tracking Tools 

Investor Type Daily Weekly Monthly Non Weekly Mothly Quartely Daily Weekly

Incubator 0 0 1 2 2 0 0 2 0

Accelerator 0 1 1 2 2 2 1 2 2

Business Angel 0 1 2 0 0 1 1 0 2

Venture Capital 0 1 8 0 1 5 1 3 3

Company Builder 1 2 1 0 1 1 0 3 1

Investor Background Daily Weekly Monthly Non Weekly Mothly Quartely Daily Weekly

Corporate 0 1 6 1 4 4 1 5 1

Non - Corporate 1 4 7 3 2 5 2 5 7

Number of Employees Daily Weekly Monthly Non Weekly Mothly Quartely Daily Weekly

<2 0 1 2 0 0 1 1 0 2

<5 0 0 2 3 0 2 0 0 2

<10 0 2 7 1 3 2 1 5 2

<20 0 0 0 0 0 0 0 0 0

<30 0 1 0 0 1 1 0 2 0

>30 1 0 0 0 0 1 0 1 0

Cum. Number of Startups Daily Weekly Monthly Non Weekly Mothly Quartely Daily Weekly

<5 0 1 3 0 1 1 1 2 1

<10 0 1 3 2 1 1 0 1 2

<20 0 2 1 1 2 2 1 2 1

<30 0 1 3 1 2 2 1 2 3

>30 1 0 2 0 0 2 0 3 0

Financial Investment Daily Weekly Monthly Non Weekly Mothly Quartely Daily Weekly

Non 0 0 0 1 1 0 0 0 0

Minor Financial Investment 0 1 0 1 1 0 0 1 0

Financial Investment 1 4 13 2 4 9 3 9 8

Equity Share Daily Weekly Monthly Non Weekly Mothly Quartely Daily Weekly

No Equity 0 0 0 1 1 0 0 0 0

Minority 0 2 6 3 3 7 3 6 5

Majority 1 1 0 0 1 0 0 2 0

Minority and Majority 0 1 4 0 0 1 0 2 1

Frequency of Written Reporting Formal Meetings Informal Meetings

Stratup Age
Financial Reports Business Plan Milestones Non Other Financial Reports Business Plan Milestones Other

 <1 1 1 3 0 2 0 0 0 0

<2 1 1 1 1 0 0 0 0 0

<3 2 0 0 0 0 3 2 1 0

<4 1 0 1 0 2 2 0 0 1

>4 1 0 0 0 1 2 0 0 1

Startup Lifecycle Stage Financial Reports Business Plan Milestones Non Other Financial Reports Business Plan Milestones Other
Pre‐Seed 1 0 2 1 2 0 0 0 0

Seed 1 1 3 0 1 0 0 0 0

Growth 4 1 0 0 2 7 2 1 2

Number of Employees Financial Reports Business Plan Milestones Non Other Financial Reports Business Plan Milestones Other
<10 2 1 5 1 3 0 0 0 0

<20 1 1 0 0 0 2 1 1 1

<40 1 0 0 0 1 3 0 0 1

<60 0 0 0 0 0 0 0 0 0

<100 1 0 0 0 1 1 0 0 0

>100 1 0 0 0 0 1 1 0 0

Internal Reporting External Investor Reporting
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Table 31: Startup Internal Versus External KPIs 

 

Table 32: Startup Internal Versus external Information Tracking Frequency 

 

Table 33: Knowledge and Use of Lean Startup Methodology by Corporate Investors 

 

Startup Age Customer and 
Product Centric 

Financial Operational Firm Specific 
KPIs

Customer and 
Product Centric 

Financial Operational

 <1 7 6 2 0 1 2 1

<2 3 2 2 0 2 1 0

<3 4 4 3 1 2 1 1

<4 4 2 1 0 0 3 1

>4 1 2 3 0 0 1 0

Startup Lifecycle Stage Customer and 
Product Centric 

Financial Operational Firm Specific 
KPIs

Customer and 
Product Centric 

Financial Operational

Pre‐Seed 4 3 0 0 0 0 0

Seed 6 5 3 0 1 3 1

Growth 9 8 8 1 4 5 2

Number of Employees Customer and 
Product Centric 

Financial Operational Firm Specific 
KPIs

Customer and 
Product Centric 

Financial Operational

<10 10 8 4 0 0 2 1

<20 4 4 3 0 3 1 0

<40 3 2 2 1 0 1 0

<60 0 1 1 0 0 0 0

<100 1 0 1 0 0 2 1

>100 0 0 0 0 1 1 1

Internally Used KPIs KPIs Demanded by Investors

Startup Age Daily Real-Time Weekly Monthly Daily Real-Time Weekly Monthly Quarterly

 <1 3 1 0 1 0 2 0

<2 2 0 0 0 1 2 0

<3 1 2 1 0 1 3 1

<4 3 0 0 0 0 2 0

>4 0 0 0 0 0 3 0

Startup Lifecycle Stage Daily Real-Time Weekly Monthly Daily Real-Time Weekly Monthly Quarterly

Pre‐Seed 1 1 0 0 0 0 0

Seed 3 0 0 1 0 3 0

Growth 5 2 1 0 2 9 1

Number of Employees Daily Real-Time Weekly Monthly Daily Real-Time Weekly Monthly Quarterly

<10 3 1 0 0 1 3 0

<20 1 1 0 0 1 4 1

<40 3 1 0 0 0 2 0

<60 0 0 0 0 0 1 0

<100 1 0 0 0 0 1 0

>100 0 0 1 0 0 1 0

Internal Information Tracking Frequency External Investor Information Tracking Frequency

Corporate Player Type Familiar Not Familiar
Business 

Model 
Canvas

Design 
Thinking

Customized 
KPIs

Hypothesis 
testing

MVP
No 

application
Other

CVC 2 5 0 0 1 1 1 3 0

Incubator 3 0 0 1 1 2 1 0 0

Accelerator 3 0 0 0 1 1 1 1 2

Other 2 0 1 0 0 1 1 0 0

Corporate Player Investment 
Goals

Familiar Not Familiar
Business 

Model 
Canvas

Design 
Thinking

Customized 
KPIs

Hypothesis 
testing

MVP
No 

application
Other

Financial 0 2 0 0 0 0 0 1 0

Strategic 6 1 1 1 2 2 3 1 2

Financial / Strategic 4 2 0 0 1 3 1 2 0
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Table 34: Knowledge and Use of Lean Startup Methodology by Startups 

  

Startup Lifecycle Stage Familiar Not Familiar
Business 
Model 
Canvas

Design 
Thinking

Customized 
KPIs

Hypothesis 
testing

MVP
No 

application
Other

Seed 4 1 0 1 0 1 4 1 2
Growth 4 0 0 0 0 1 4 0 1

Startup Business Mode Familiar Not Familiar
Business 
Model 
Canvas

Design 
Thinking

Customized 
KPIs

Hypothesis 
testing

MVP
No 

application
Other

B2B Software 2 0 0 0 0 0 2 0 0
B2C Software 1 0 0 0 0 0 1 0 1
B2B and B2C Hardware 1 0 0 0 0 0 1 0 1
B2C Food 1 0 0 1 0 1 1 0 0
B2C Retail 3 1 0 0 0 1 3 1 1

Concept knowledge Application of tools
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6 General Discussion and Conclusion  

6.1 Summary of Findings 

Given the rising relevance of firms’ external environments and the proliferation of scholars’ 

and practitioners’ use of the term business ecosystem this dissertation studies the constituent 

parts of the business ecosystem concept and the forces affecting such ecosystem environments.  

The first research project reviews the key literature streams relevant for business ecosystem 

understanding and analyses the factors and forces affecting ecosystem emergence, growth and 

organization. Moreover, this project highlights ecosystem design options and the variety of 

ecosystem forms that exist in practise. It emphasises the importance of entrepreneurship activity 

and value sharing practices as drivers of business ecosystem growth and sustainability. In 

addition, Project 1 highlights the fact that despite the digital nature of today’s economy, aspects 

such as culture, peoples’ collective beliefs and the creative power of an individual are important 

forces that need to be considered when studying ecosystems and that developments in the 

ecosystem peripheries deserve greater scholarly attention. While, so far, ecosystems have been 

studied in the context of ICT industries by focusing on the ecosystem orchestrator, this 

dissertation suggests that ecosystems can emerge in different forms and in a variety of 

industries. Consequently, using qualitative empirical methods Project 2 and 3 of this 

dissertation shed more light on the multifaceted actors and the complex and novel relationships 

within the ecosystem environment.  

To expand the scope of business ecosystem understanding, Project 2 provides novel insights 

on open and user innovation processes in the creative industries. It analyses fashion blogger 

communities on social media channels and the role that bloggers play in firms’ innovation 

processes. While bloggers were previously only seen as an effective marketing tool, Project 2 

shows that they can also be valuable sources of innovation, as they can have both lead use and 

opinion leader characteristics. I show that bloggers can provide a valuable contribution to the 

new product development process and in some cases even prolong the product’s or brand’s life 

cycle by re-positioning its perception in the eyes of the consumers or by introducing a product 

or a brand to new audience.  

Bloggers with both strong opinion leader and lead user characteristics can become 

entrepreneurs in their own right and even pose competitive pressure for incumbent firms. 
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Hence, this project illustrates the power shift in business ecosystems and the changing nature 

of entrepreneurship.  

This dissertation also illustrates the challenges faced by incumbent organizations when trying 

to engage with diverse and widely distributed actors at the periphery of business ecosystems. 

On the inter-organizational level, in Project 3, I analyse the information flow processes between 

investors and investees in the VC context. More specifically, I shed more light on diverse CV 

programmes and the knowledge management and control practices arising from their 

engagement with innovative startups.  

Referring to VC deal syndication, Project 3 shows that entrepreneurship ecosystems are very 

interconnected and that incumbent firms active in such environments are also influenced by 

their peers and the traditional VC investors. In addition, it observes that when, capital scarcity 

decreases other benefits that VC investors provide to startups become more relevant. With the 

emergence of numerous crowdfunding options and diverse institutional investors and 

corporations looking for ways to interact with innovative startups, capital becomes less of a 

scarce resource. Hence, investors need to build networks, reputation and bring know-how in 

order to differentiate themselves and attract startup attention. Building reputation in the 

ecosystem is key for incumbent firms acting as ecosystem orchestrators as well as entrepreneurs 

participating in such ecosystems. Here, Project 3 stresses the importance of coherent 

information flows for all ecosystem members and suggests that startups’ proactiveness in data 

gathering and communication can increase their trustworthiness and reputation in the 

entrepreneurship ecosystem and indirectly contribute to their success. However, Project 3 also 

shows that incumbent firms engage in the startup ecosystem for a variety of reasons and that 

such reasons can affect the nature and intensity of their relationships to the portfolio startups.   

All three projects highlight the power change that is taking place in the global economy and 

innovation environments and the increasing importance of the developments at the ecosystem 

peripheries. I also highlight the emergence of novel entrepreneurship forms and novel forms of 

corporate and startup collaboration efforts. While today’s increasingly digital economy is built 

on scale effects, speed and standardization, this dissertation also stresses the increasing 

relevance of trust, personal connection and actor intrinsic motivations. 
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6.2 Implications for Theory 

In explaining the business ecosystem concept, this thesis links strategic management literature 

to the open and user innovation and entrepreneurship literature and identifies novel ecosystem 

properties. With respect to Project 2, I provide first insights on the ways firms can utilize the 

growing social media influencer and blogger trend in their innovation activities. Here, notable 

contributions are made to the open and user innovation literature within a specific industry, 

development of lead user theory and to the understanding of user communities in the social 

media context.  

Blogger phenomenon also highlights important implications for entrepreneurship scholars and 

Lean Startup movement proponents, as it sheds light of the emergence of new forms of 

entrepreneurship and the existence of new paths to market and product testing. 

In addition, Project 3 provides a different and more recent view of relationship management 

and control practices in the VC context. While principal agent theory, served a key role in 

explaining the relationship dynamics between VC investors and investees, this thesis shows 

that such relations are complex and can be nonlinear interactions. Scholars increasingly suggest 

that, in the future, competition will not be between individual firms but between business 

ecosystems (Moore, 1993). Hence, the strict perspective of principal agent theory seems to lose 

its relevance as firms need to learn how to achieve a balance between two logics: control 

(principal agency theory) and influence (ecosystem thinking). 

In addition, I show that investor type and institutional background can have influence on their 

desired control and level of personal interaction with startups and support the view of the 

existence of double principal agent issues in VC financing activities. This doctoral project thus 

contributes to the academic discussion on the growth and survival of firms and provides novel 

insights on multifaceted CV activities and their complexities.  

Consequently, this dissertation contributes to the emerging, but rather scattered understanding 

of the business ecosystem concept in the literature and highlights relevant management theories, 

which can help advance scholars and practitioners understanding of this popular but still not 

thoroughly understood term.  

 



General Discussion and Conclusion 

153 

6.3 Implications for Practise 

The findings of this thesis provide useful conceptual and empirical insights for managers, 

consultants and entrepreneurs alike. Traditional, vertically integrated businesses can gain 

insights on the benefits of and ways to open up to their surrounding ecosystems. In Project 2, 

this dissertation shows innovation benefits of interacting with bloggers and social media 

influencers. 

The findings from Project 2 offer novel insights for incumbent firms and startups active in the 

consumer goods or creative industries, which are driven by collective sense-making in social 

media. While firms often struggle to identify the individuals with lead user characteristics, our 

study shows that even once they have identified them, such individuals can differ greatly in the 

skills and motivations that drive them. This dissertation thus offers a typology of bloggers that 

can help firms to identify the right collaboration partners at the right stage of the product 

development process. Hence, the insight of this dissertation can help practitioners to better 

manage individual expectations and those of their collaboration partners.  

This research project illustrates that social media personalities play a novel but increasingly 

important role in business ecosystems. They have a good sense of the “Zeitgeist” and have very 

direct access to the consumers. Consequently, they can test their ideas, get instant feedback, 

and create trends, which even established firms will need to adopt. In addition, due to their 

strong opinion leadership characteristic, they can influence the behavioral norms of society at 

large, making such bloggers interesting study objects and cooperation partners even for 

politicians and business leaders.  

For firms interested in utilizing the growing startup trend, in Project 3 this dissertation sheds 

more light on the dynamics of startup ecosystems and their actors. It provides more insights on 

different VC units and managerial consideration when designing them. It also offers insights 

on value creation and capture mechanisms in such dynamic and decentralized ecosystem 

environments and shows that not only startup performance measurement, but also the 

measurement of the CV unit’s performance can be a difficult task. This research thus shows the 

complexities related to the success measurement of open innovation initiatives.  

Finally, it highlights the ambidextrous nature of balancing between sustaining control versus 

gaining influence in such fluid innovation environments and suggests that development of 

empathy and interpersonal trust and reputation can help build a sustainable competitive 

advantage. Low transaction cost is key when participating in a dynamic entrepreneurial 
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environment – it is also key to staying agile. Hence, this dissertation advises moving from 

formal control mechanisms to more trust based control systems that can lower transaction cost 

and increase firm learning outcomes.  

6.4 Conclusion and Future Research Direction 

To conclude, this dissertation shows that business ecosystems can vary considerably and take 

a variety of forms in a wider range of industries. It highlights the importance and growing power 

of self-organizing participants at the ecosystem periphery and addresses a broader network of 

actors that interact in both online and offline environments. Finally, it illustrates the complex 

nature of relationships and information flows in such dynamic and fluid organisation forms and 

investigates the drivers of value creation and capture. Thus, this research also involves 

questions relating to creating and managing the multifaceted world of ecosystems.  

Due to its conceptual and qualitative nature, the findings of this dissertation should be looked 

on as an initial step to understanding the dynamics of business ecosystems and the complex 

nonlinear relationships that take place in such environments. This doctoral thesis provides a 

rich contextual basis for developing further research and further empirical studies.  

While Internet and digital communication channels are becoming a standard of everyday life, 

the phenomena of bloggers and social media influencers still represents a rather unexplored 

area from the innovation management scholars’ perspective. With increasing availability and 

access to quantitative data, this phenomena could be analysed from network theory, social 

movement theory or leadership theory perspectives. In addition, scholars could study actor 

signalling strategies. Choosing with whom to cooperate or whose ecosystem to enter have 

diverse effects and consequences for ecosystem members and this applies to both social media 

as well as startup ecosystem contexts.  

Equally important would be to investigate what leadership skills are necessary to engage in 

such multifaceted and dynamic new power environments. With blogging becoming a societal 

trend and for some even a legitimate profession or path to entrepreneurship, boundaries between 

private and work life are shrinking. Psychology and social science scholars could investigate 

the effects of such a development on the individual wellbeing and identity formation.  

Finally, I recommend that scholars and practitioners alike investigate ways how to leverage the 

ecosystem advantage and guide the power of social media influencers and energy of disruptive 

startup entrepreneurs to solve the increasing global environmental and social challenges.
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