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Short Abstract:

This paper examines the key role played by market insertion and assessment in successful
commercialisation within innovative small firms (ISFs). This draws upon multiple case study
analysis and the Entrepreneurial Innovation Value (EIV) model that emerged from this
research. Building on the corpus of research in entrepreneurship and innovation concepts, EIV
explains the process through which an ISF navigates the turbulent environment of what is new
product development (NPD) and commercialisation. It details the importance of both hard and
soft skills and why capabilities architecture is needed for success.
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Introduction and Research Aim
Innovative small firms (ISFs) comprise a small but important segment of the economy of most
OECD nations (Henrekson & Johansson, 2010; OECD, 2010). Innovation occurring in ISFs is
typically driven by an entrepreneurial leadership style (Varis & Littunen, 2010), and the
effective management of the commercialisation process, which is the key to maximizing value
(Ernst, 2002). The ability to understand the factors that drive value can assist entrepreneurs and
ISFs undertaking the process of commercialisation, an area that is poorly reported in the extant
literature (Adams et al., 2006; Pellikka & Virtanen, 2009). An investigation of the factors
influencing successful commercialisation in ISFs built on the existing research literature, and
an examination of longitudinal case studies of these firms. This included the role played by
dynamic capabilities in securing a competitive advantage (Teece, 2007; 2014). As well as the
aim of addressing the need for more theory to guide future research and strategic action within
ISFs (Tan, et al., 2009). The aim of this study is:

To understand the role played by market insertion and assessment in the success of

commercialisation by Innovative Small Firms (ISFs), and how this is explained within

the Entrepreneurial Innovation Value (EIV) model.

We address the following research questions in line with this aim:
RQ1: How important is market insertion and assessment to successful
commercialisation?
RQ2: What roles do organisational learning and capabilities play within the
innovative small firm where resource scarcity is a key strategic consideration?
RQ3: How important is knowledge management within the top management
team and their key employees?
RQ4: What is the importance of third-party networks and complementary
actors?

Background and Conceptual Model

The Entrepreneurial Innovation Value Model (EIV) provides strategic framework for
understanding the dynamic processes that influence strategic and operational decision making
during the commercialisation process of ISFs (Malone et al, 2015; 2020). The EIV builds on
work pioneered by Santi et al. (2003) designed to understand the strategic issues impacting
successful commercialisation within ISFs (Mazzarol & Reboud, 2011). This identified a three-
step process, commencing with an assessment of the potential value (potential rent) of an
innovation prior to commercialisation using a conceptual innovation rent framework (Alvarez
& Barney, 2004; Alvarez, 2007). This was followed with a second step comprising market
insertion and assessment of the competitive forces, and market acceptance of the innovation.
Followed by a third step in which the market feedback was examined against the firm’s
available resources, resulting in a reassessment of the potential value of the innovation
(appropriable rent), and then the final value likely to be captured (residual rent) (Duhamel et
al., 2014; Do et al, 2014; 2018).
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The EIV develops the original innovation rent value capture concepts and extends its with the
inclusion of the concepts of dynamic capabilities (DC) (Teece, 2007; 2012; 2014: 2015), and
absorptive capacity (ACAP) (Cohen & Levinthal, 1990; Gray, 2006; Zahra & George, 2002).
In addition, it demonstrates the importance played by a Capabilities Architecture, comprising
the soft-systems of knowledge management (KM) (Nonaka & Takeuchi, 1995; Gray, 2006),
organisational learning (OL) (Templeton et al., 2004), open innovation (OIl) (Chesbrough,
2003), managerial competence (MC) strong entrepreneurial cognition (EC) (Mitchell et al.,
2002), entrepreneurial orientation (EO) (Lumpkin & Dess, 1996), and the need to build and
sustain social capital (Chesbrough, 2003).

Methodology

The lifecycle of three ISFs were examined against the EIV model. Skin Elements Ltd (SEL),
Scanalyse Pty Ltd (SPL) and Live Technologies Pty Ltd (LTPL) were examined in relation to
their lifecycle and how they built capabilities during their commercialisation journey. Case
study methodology was employed which followed the three firms over their lifecycles
(Eisenhardt, 1991). SEL co-created its innovative organic suncare and therapeutic formulations
with its manufacturing partners that allowed the firm to move quickly and see success with
world release of its skincare technology. SPL was studied over its lifecycle and though it was
quick to insert its technology into the market it realised it would need to pivot and adjust its
product to a service offering to succeed. The outcome was successful though the cost of
pivoting saw the company sold to its competitive peer. LTPL was followed through case study
interviews over the period of its operation though failed to achieve a successful outcome
primarily due to not engaging with the market and receiving customer (VOC) validations over
its CVP.

Results and Discussion

A key finding was that early market entry and co-creation with lead customers drives
commercialisation success. Firms that have high dynamic capabilities and strong absorptive
capacity are more likely to overcome weaknesses in their innovation, resources, market, and
strategy. The most important success factor was found to be how firms applied the Capabilities’
Architecture. In particular, the ability to engage with key stakeholders in the market (e.g., lead
customers, key suppliers, complementary actors), to acquire, assimilate, transform, and exploit
knowledge, build trust, and adapt their NPD processes to generate product outcomes likely to
gain market diffusion.

Implications for Theory and Practice

The innovative technology is just a start and even the best technology will not commercialise
by itself. The technology must be developed concurrently with market insertion, resource, and
capabilities development. NPD techniques and business model design are valuable tools but
like any tools they are only as good as the skills of the craftsman. The Capabilities Architecture
is essential to success, and while these are “soft-systems” that can be nebulous, they should be
recognised and actively developed from the firm’s inception. The training and education
provided to start-up entrepreneurs focuses too much on NPD techniques and business model
Design (also design thinking), and not enough on the elements of the Capabilities Architecture.
The firm’s resource-based view (RBV) (Barney, 1991) is important, and the DC process offers
a means of mitigating any resource weaknesses and scarcity within the ISF in the
commercialisation process. Governance and ownership structure are also important to the long-
term success of the ISF in extracting value from an innovation. And EIV provides the strategic
framework to assess the firm’s strategic management of commercialisation.
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