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Abstract

SMEs are the backbone of the Austrian economy, and most startups are SMEs. The
European Commission strives to support SMEs to establish and do business cross-
borders since it generates a direct impact on the GDP, value chain, and economic
growth. Likewise, important Austrian players in the business ecosystem, such as
the Science Park Graz, endeavor with the shared goal of supporting the national
companies to grow and thrive. However, the SPG does not have a defined model
for supporting the incubated startups to grow into foreign markets, which justifies
this master’s thesis objective: to develop a model for a high-technology incubator
company to adopt and provide consulting services to startups aiming to do business
abroad.

First, is executed intense theoretical research to obtain a literature basis and to de-
velop a theoretical service design model based on the key factors raised. Second,
the theoretical model proposed and the key factors found are utilized as guides to
the practical research, in which 14 semi-structured individual interviews were real-
ised. The information requirement was to analyse the needs of Austrian startups
growing cross-borders that could be addressed by the SPG’s service model, and
this outcome is reached through the qualitative research, in addition to understand-
ing the services provided by each one of the four main institutions in Austrian eco-
system, along the international market development process studied.

In conclusion, the service design model proposed is appropriate and covers the
main facts that emerged from literature research and the needs of startups inter-
viewed. Moreover, it is emphasised the proposal that SPG should be positioning
itself as the expert in startups development, supporting the incubated startups to
find and validate product-market fit into foreign markets. Besides this, it is recom-
mended to invest in the internal and external network, to be able to provide services
related to Legal, Talent hiring, and lessons learned from Austrian startups doing

business abroad.



Kurzfassung

Kleine und mittlere Unternehmen sind das Ruckgrat der dsterreichischen Wirtschaft
und die meisten Startups sind KMU's. Die Europaische Kommission ist bestrebt,
KMU‘s bei der Grindung und grenziberschreitenden Geschéaftstatigkeit zu
unterstitzen, da dies direkte Auswirkungen auf das BIP, die Wertschopfungskette
und das Wirtschaftswachstum hat. Ebenso haben wichtige dsterreichische Akteure
im Wirtschaftsokosystem, wie der Science Park Graz, das gemeinsame Ziel, die
heimischen Unternehmen beim Wachstum und Gedeihen zu unterstitzen. Der SPG
hat jedoch kein definiertes Modell zur Unterstitzung des Wachstums von
inkubierten Startups am auslandischen Markt, was das Ziel dieser Masterarbeit
rechtfertigt: ein Modell fuir ein High-Tech-Inkubator-Unternehmen zu entwickeln, das
Startups, die eine Geschéftstatigkeit im Ausland anstreben, Beratungsdienste

anbietet.

Zunachst wird eine intensive theoretische Recherche durchgefihrt, um eine
Literaturbasis zu erhalten und ein theoretisches Service-Design-Modell, basierend
auf den erhobenen Schlisselfaktoren, zu entwickeln. Des Weiteren werden das
vorgeschlagene theoretische Modell und die gefundenen Schlisselfaktoren als
Leitfaden fur die praktische Forschung verwendet, in welcher 14 Leitfadeninterviews
durchgefuhrt wurden. Die Informationsanforderung bestand darin, die Bedirfnisse
Osterreichischer Startups zu analysieren, die grenziberschreitend wachsen und
sich durch das Servicemodell des SPG angesprochen fihlen. Dieses Ergebnis,
sowie das Verstandnis der Dienstleistungen, die von jeder der vier
Hauptinstitutionen im osterreichischen Okosystem angeboten werden, wird durch
die qualitative Forschung und Orientierung am internationalen
Marktentwicklungsprozesses erreicht. Zusammenfassend lasst sich sagen, dass
das vorgeschlagene Service-Design-Modell angemessen ist und die wichtigsten
Fakten abdeckt, die sich aus der Literaturrecherche und den Bedurfnissen der
befragten Startups ergeben haben. Dariiber hinaus wird der Vorschlag betont, dass
sich der SPG als Experte fur die Entwicklung von Startups positionieren und die
inkubierten Startups dabei unterstitzen sollte, den Produktmarkt fur auslandische
Markte zu finden und zu validieren. Darlber hinaus wird empfohlen, in das interne
und externe Netzwerk zu investieren, um Dienstleistungen in Bezug auf Recht,
Talentakquise und gewonnenen Erkenntnissen von dsterreichischen Startups, die
im Ausland tatig sind, anbieten zu kbnnen.
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1. Introduction

The first chapter aims to present the initial situation, the problem definition, as well
as the master’s thesis' and the company's goals, and it is closed with the frame of

reference that encompasses the overview of the steps in this research.

1.2 Initial Situation

Startups play an important role in pushing the economy and structural transfor-
mations, through innovative ideas, products, and business models (cf. Leitner et al.
2021, p. 74). Austrian startups employ almost twenty-two thousand (22,000) people
and the distribution by size indicates that the majority of them are micro and small
businesses (cf. Leitner et al. 2021, p. 74). A survey realised with five hundred ninety-
five (595) startups founders in Austria in 2020, indicates that three-quarters of this
sample employ less than ten (10) people, twenty-two percent (22%) employ ten (10)
to forty-nine (49) employees, and three percent (3%) employ 50 (fifty) people or
more (cf. Leitner et al. 2021, p. 74). The European Commission defines Small and
Medium Enterprises (SMEs) by the number of employees and by the balance sheet

total or turnover, as explained below (cf. European Commission 2021a):

Company size Number of Turnover Balance sheet
employees

Micro <10 < 2m Euros < 2m Euros

Small < 50 < 10 m Euros < 10 m Euros

Medium-sized < 250 < 50 m Euros < 43 m Euros

Table 1: SME definition by EU recommendation (based on European Commission 2021a)

Moreover, SMEs constitute ninety-nine (99%) of all companies in the European Un-
ion (cf. European Commission 2021b). In Austria, SMEs are the pillar of the econ-
omy, representing in 2017, ninety-nine point six percent (99.6%) of the businesses
directed to the market (cf. Bundesministerium fir Digitalisierung und
Wirtschaftsstandort 2019, p. 1). Therefore, the Austrian economic policy aims to
facilitate and support the entrepreneurship and SMEs. (cf. Bundesministerium fur
Digitalisierung und Wirtschaftsstandort 2019, p. 3). Concerning internationalisation,
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2018 data shows that ninety-seven point five percent (97.5%) of exports by Austrian

companies were from Small and Medium-Enterprises (cf. Statistics Austria 2020).

In fact, doing business abroad offer chances for local companies to access and
develop the business in international territory (cf. Freeman/Warner 2020, p. 55). The
macro elements and the tendencies related to them, for instance, politics, econom-
ics, social and technological, are named macro-environment (cf. Lomax 2005, p.
107). Considering political and economic factors in the current situation, it is possi-
ble to see that the European Commission has goals and strategies to support the
internationalisation of SMEs, with some publications driving these strategies.

SMEs should establish an international strategy to go outside the European Union
for diverse reasons. First, approximately ninety percent (90%) of worldwide growth
will come from non-European countries in the next years. Second, by 2030, sixty
percent (60%) of the global GDP is forecast to come from developing and emerging
markets. The third motivation is that SMEs can make a relevant contribution to
worldwide value chains, once the market unification is growing (cf. European Com-

mission 2021c).

The European Commission (2021b), states that the European Union average of
SMEs exports to non-EU countries is five percent (5%) lower than the Austria SMEs
exports. (cf. European Commission 2021b). Analysing the 2020 data of value ex-
ported by the European Union, Austria stands as tenth among the twenty-seven (27)
countries of EU group members (cf. ITC TradeMap 2021).

Regarding technological factors, the international online sales generate a positive
impaconto the economy, mainly for SMEs that without this, would be limited to the
local market (cf. European Commission 2020). The European Commission (2020)
states that Austrian e-commerces make thirteen percent (13%) of their online sales
abroad. This stands Austria in second place compared to other EU countries, after

Ireland only (cf. European Commission 2020, p. 71).

From a microanalysis perspective, that covers the tendencies of the industry, for
instance, other players, clients, and suppliers (cf. Lomax 2005, p. 107), the players
in the startup ecosystem in Austria are partners and part of a network. This means
that other players supporting businesses in Austria are not competitors of the Sci-

ence Park Graz (the commissioning company on this master’s thesis), since they
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strive cooperatively somehow and with the same major aim: to support the compa-

nies in Austria to grow and thrive.

Considering that, the company goals consist of understanding which are the sup-
ports those players provide, as well as what framework the company should adopt
to support startups in going to the international market. This knowledge will allow
the company to acquire an overview of the key factors related to startups going
international, according to the literature review, and in addition, will enable the com-
pany to know what support other players in Austria provide and how is the model to
this service offered.

1.3 Problem Definition

As a high-tech incubator, the Science Park Graz — the commissioning company on
this master’s thesis — provides a portfolio of services to startups. However, the in-
cubator does not have yet a service model to provide support for startups aiming to
go international. Therefore, the problem consists of acquiring a clear understanding
of the key factors according to theoretical references, and, having a comprehensible
perspective of the support provided by other players in Austria. To address this, the
research question guiding the present Master Thesis is: what model should the SPG
adopt to provide consulting services to Austrian startups going international aiming

to access new markets?

1.4 Aims of the Master Thesis

1.4.1 Master Thesis aims

The main goal of the Master Thesis is to develop a model for a high-technology
incubator company to adopt and provides consulting services to startups going

abroad aiming to access new markets. This is going to be achieved by:

» ldentifying the key resources to a consulting service model for startups going

international aiming to access new markets, according to theoretical research.

* Identifying the consulting services already provided by the players supporting

the internationalisation process in Austria.

12



1.4.2 Company aims

The goal of the SPG is to have a model to provide consulting services to Austrian
startups in going international aiming to access new markets. For this purpose, the

company targets to achieve:

« Until May 2022, identify the consulting services provided by the main four players

supporting the internationalisation process in Austria.

+ Be able to provide consulting services to at least two startups' internationalisa-

tion processes, in two years, counting from the implementation* of the model.

* The implementation can occur anytime from the recommendation that will be pre-

sented in July/2022, according to SPG conditions and decisions.

1.4.3 Non-objectives

Monitoring the implementation of the service design model proposed.

13



1.5 Frame of Reference

Introduction

Initial Situation

Problem Definition

Theoretical Research

2. SMEs 3. Consulting

Internationalisation to service design

: [Sifﬁ"m"f dovel : access new markets Innovative tools and
ages or agvelopmen : —— approaches to service design
* Startup growth and * Intenationalisation Model and processes

scale-up models Teams competencies
* Entrepreneurship * Market entry modes Technological tools

R —— * Key factors to SMEs Communication channels

: . P Key tasks
internationalisation KPls

Identify key factors and a theoretical service design model to startups’
internationalisation, aiming to guide the qualitative research in the practical part

Practical Research

Qualitative research

* 15 semi-structured interviews
* Target group: Experts in startups and business field in the international context
* Analysis and consolidation of results

Revisit and adjust the Theoretical Service Design Model for SPG

Recommendations for SPG | Conclusions | Implications, Limitations

Figure 1: Frame of Reference (own presentation)
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2. Literature Review

A literature review concerning the main three topics in this master thesis — startups,
internationalisation, and service design — is relevant to comprehend what theoretical
studies and researchers reveal regarding these, as well as to propose a theoretical
service model design for the SPG, which connecting with the key findings, are the
basis to the practical research.

2.1 Startups

It is a challenge to find one specific definition for the term startup, however, many
authors are dedicating their research and studies to develop a definition. Relevant
authors on this topic stated that “a startup is not a small version of a big company”
(Blank/Dorf 2020, p. 1). The following subchapters aim to explore the ideas and
definitions stated by the main authors on this topic, ending with a common under-
standing definition for this Master thesis.

2.2 Defining Startups

Startups are businesses operating in a situation especially unstable, established by
one or more people, and created to develop new products and services (cf. Ries
2011, p. 8). Although, in general, startups are small and medium enterprises, not
every SME is a startup (cf. Mauer/Steigertahl 2018, p. 6), since the situation is dif-
ferent and the innovative purpose, too (cf. Ries 2011, p. 8; Mauer/Steigertahl 2018,
p. 6). For instance, business models in traditional and established businesses are
performed in a way in which clients, needs, and products’ characteristics are already
clear, meanwhile, startups are always exploring and testing to confirm the primary

hypotheses that make them start the business (cf. Blank/Dorf 2020, p. 11).

There is no formal meaning for the term startup, however, a common definition is
based on the following three parameters: a) age - being younger than ten years or
five years, depending on the sector; b) innovation - in product, service, technology
or business model; c) aim to scale - goal a to grow number of employees and/or
markets operated in and/or sales (cf. Mauer/Steigertahl 2018, p. 7; Leitner et al.
2021, p. 7).
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Table 2 presents the main differences between SMEs and startups, according to
EU recommendations and explored by the authors Mauer and Steigertahl (2018),
and Blank and Dorf (2020):

Parameters

SMEs

Startups

EU recommendation:
Headcount, Turnover, or
Balance sheet

Clear definition in numbers of
employees, turnover, and/or
balance sheet

Difficult to measure since a
startup may have a large
number of employees,
however is not yet a
significant turnover

Initial capital to grow the
business

Not so higher as for startups

Much higher

Sources of Finance

Bank loans or savings of
founders only

Business Angel, Venture
Capital, or Crowd Investor

Operational model

Process and product
development centric model,
knowing the Customers and
Products from day one

Customer development
centric model, striving to
customer discovery, iterate,
\validate, create, and then

company-building

Table 2: Main differences between SMEs and startups by Mauer and Steigertahl (2018), p. 7, and
by Blank and Dorf (2020), p. 7 and p. 22 (own presentation)

Further, startups are usually created by founders passionate about their idea, how-
ever, they are often not good skilled in business, handle with low cash flow, and
may emerge and disappear suddenly (cf. Friel/Vukotich 2018, p. 11). The big
amount of doubt that startups have to deal with from day one, makes this kind of
business have no distinctness about their clients and neither their products or ser-
vices will be (cf. Ries 2011, p. 9).

Since the description by the official representative of Austrian startups (Austrian
Startup Monitor) is merging and closely similar to the European startups’ description
(EU Startup Monitor), to have a common understanding for this Master Thesis re-

search, the definition considered is based on the three criteria:
a) being younger than ten years;
b) being innovative in product, service, technology or business model; and,

c) aiming to scale by number of employees and/or market operated in and/or sales
growth (cf. Mauer/Steigertahl 2018, p. 7; Leitner et al. 2021, p. 7).
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2.3 Stages of development

Similarly to the startup concept, there is not only one common definition of the
stages of startup development. The development stages depend on the number and
level of investment, the goals, the tasks, product or service, and other parameters
which can impact the development process in a startup (cf. Sova/Ganotska 2021,

p. 4).

A startup usually starts from the pre-seed stage, going then to the seed stage, the
early stage, the expansion stage, and later stages (cf. Ester 2017, p. 49). Usually,
the pre-seed stage is funding by family and friends, early stage is more likely to be
funding by angel investors, and the expansion and later stages are more related to
Venture Capital investments (cf. Ester 2017, p. 50). Early-stage is the one frequently
more challenging in terms of to developing and starting to rise. It is the moment to
build a base to the product or service development, and cofounders, mentors, or
investors with business experience and established network are interesting espe-
cially for the startup in this stage. On the other hand, the venture-funded or growth
stage is when the startup can scale fluidly, and usually has a functional product, a
Return on Investment (ROI) of the product proved, the sales cycle executed with
speed and efficiency, and series A funding obtained. A late-stage is about perfor-
mance, having the basic main staff established, hiring talents prepared for the
growth and expansion opportunities (cf. Figueiredo 2020), and being prepared con-
sidering an exit or Initial Public Offering, named IPO (cf. Ester 2017, p. 50).

Moreover, the European Business Angels Network, known as EBAN, define the

startup stages as:

a) proof-of-concept: in which the startup has still not worked in a “Minimum Viable
Product” or MVP, and it is in the idea step;

b) proof-of-technology: the startup is working on a Minimum Viable Product (MVP),

or has already worked on it;
c) proof-of-business: in this stage, the business model is being tested in the market;

d) proof-of-scalability: the startup has a business model validated and is preparing

to expand into new markets and regions, scaling the business;

e) maturity-of-exit: in this stage, the startup is mature for an exit, for instance by a

Mergers and Acquisition (M&A) or IPO (cf. EBAN Data 2020, p. 13).
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Alternatively, Ries (2011) describes the development phases of startups as build,
measure, and learn. The Build phase is related to creating a Minimum Viable Prod-
uct based on first assumptions, expending little time as possible, and iterating with
customers to test this MVP and assumptions in an agile way. The Measure phase
aims to obtain a clear understanding of whether the product or service being created
complies with what the customers really need and ask. The Learn phase is to use
the learning outcomes to pivot, changing assumptions and strategies. Those three
phases are the core part of the Lean Startup methodology, and adopting its steps
enables startups to pivot rapidly and waste less time and money (cf. Ries 2011, p.
77-78). Pivot is a term used in startups ecosystem and means making changes in
plans while obtaining inputs from customers and market, aiming to reach a plan that

works for the business (cf. Maruya 2012, p. 21).

In addition, Blank and Dorf’s (2020) perspective about stages of development is
similar to the Build-Measure-Learn steps by Ries, since the first step also starts with
some assumptions that should be validated as soon as possible with the customers,
and each iteration with customers is important and valuable sources of learning.
This approach, named the Customer Development model, is customer-centric from
the idea to the company-building (cf. Blank/Dorf 2020, p. 22), and is detailed below:

Search Execute
o A A
/ > A\\ /—\ L 7 7 AN
Customer . Customer L N / Customer Company
Building

Discovery 7 Validation ¥ [|7|  Creation
; /

‘ Pivot l

Figure 2: Customer Development Process (Blank/Dorf 2020, p. 23)

a) Customer discovery: in this step, some business models’ hypotheses are created
based on the entrepreneurs’ purpose, and a plan to test the customer reactions
regarding the hypotheses is worked on, aiming to have facts instead of only as-

sumptions;
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b) Customer validation: the business model validated in the step before is tested
with relation to scalability and repeatability. When not scalable and repeatable, the

process goes back to the customer discovery;

c) Customer creation: is the step in which the execution starts. The customer's re-
quest is created and is the driving growth of the business through the sales channel,

d) Company-building: is when the shift from a startup to an enterprise happens, by

performing a validated model (cf. Blank/Dorf 2020, p. 22).

Another point of view is the startup lifecycle, which presents the development in an
integrated perspective in three stages: bootstrapping, seed, and creation stage. Fig-

ure 3 presents the lifecycle of startups:

@ 4
eIndividual effort *Organizational
*Family and friends | arrangements
eLow investment *Team work *Corporate finance
sAngel investors *Valuation *High investment

*Average investment *Venture capital
eAccelerators,

Bootstrappin ‘ incubators, etc.
stagzp : h NS Creation stage

Figure 3: Lifecycle of Startups (Salamzadeh/Kesim 2015, p. 5)

The first one, bootstrapping stage, is the very early stage, when the startup starts
the work with an idea, aiming to become a lucrative company, and counts with low
investment by the entrepreneur, family and friends, or angel investors. The second
one, the seed stage, is when the startup works to develop teamwork, market entry
strategies, obtain support from incubators and accelerators, and search for invest-
ment to develop the business. The last stage in this lifecycle approach is called the
creation stage and is characterised by the business operating as a company, al-
ready into the market, closing deals with customers, and with people hired. This last
one can be enabled by funding from venture capital (cf. Salamzadeh/Kesim 2015,
p. 5-6).
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The perspective of Maruya (2012) combines the three methodologies mentioned
above - Lean Startup, Customer Development, and Bootstrapping -, to build a fourth
one that is divided into three stages: problem/solution fit, product/market fit, and
scale. The first stage, as the name says, aims to validate the problem/solution fit. It
is the time to test the hypothesis by interviewing customers and obtaining the main
insights to build the minimum viable product (MVP). Next, the product/market fit
stage is about using the MVP created to learn as more as possible from clients,
iterating and testing the features and solutions aiming to the market fit, that is the
main and first milestone in a startup, when it happens. Then, the scale stage comes
after this key achievement and is related to improving the business model for accel-
erate growth and stability (cf. Maruya 2012, p. 19-20).

The author emphasises that this method, named Running Lean, can be divided be-
tween before and after product/market fit, in which what happens before is focused
on learning and pivots, and after is focused on growth and optimizations (cf. Maruya
2012, p. 21). Figure 4 shows the stages and these differences in relation to the

product/market fit milestone:

Problem/Solution Product/Market
. e : == Scale
Fit Fit
> ¢
Focus: Validated Learning Focus: Gi
Experiments: Pivots Experiments: Optimizations

Figure 4: Pivot before Product/Market fit, Optimize after (Maruya 2012, p. 21)

A
A 4

Figure 5 is a more complete representation of the startups’ development phases
from the idea to an established company and growth, and it is the main one used

by the actors in startup ecosystem in a practical way (cf. Startup Commons 2018).
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Figure 5: Startup Development Phases (based on Startup Commons 2018)

The phases highlighted from talent to organization in this framework consist of ide-
ating, concepting, committing, validating, scaling, and establishing, along with the
validation levels. Thereby, the framework above aims to be a common understand-
ing to the main players in the startup ecosystem, indicating phases and structure
within the path startups usually follow, from the idea to scale up and growing, going
through each level of validation, from problem to market fit, and from talent to es-

tablished organisation (cf. Startup Commons 2018).

As can be observed, a factor that appears in each definition of development stages
is that, when transitioning from growth or late-stage to maturity, establishing or exit-
stage, the propulsion and speed of market growth is a key aspect of the startup's
development. The last stage is when an established business generally searches
for opportunities to internationalisation (cf. Sekliuckiene et al. 2018, p. 130).

After achieving the scale up moment, the startup has to choose one of the following

paths:

a) Stay private: that is a temporary decision (cf. Duruflé et al. 2017, p. 5), or if the
entrepreneur desires to not stay private in the long-term, this path should be main-
tained for a maximum of five years, since the older the company, the more difficult
to be acquired (cf. Pisoni/Onetti 2018, p. 31-32);

b) Go public: become a publicly owned company (cf. Duruflé et al. 2017, p. 5). The
Initial Public Offering (IPO) is a relevant achievement that allows founders to obtain
cash from stock, and offer chances to a company to obtain more funds aiming to
grow (cf. Pisoni/Onetti 2018, p. 28);

c) Get acquired: this path can change the organisation and how it grows (cf. Duruflé

et al. 2017, p. 5). It can happen as a Merger and Acquisition (M&A), which is a
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relevant route to drive strategies to growth, through diversification, acquisition of

new technology, and/or internationalisation (cf. Pisoni/Onetti 2018, p. 28).

To conclude, the second and third paths are some ways of “exit” and will not be
deeply discussed in this research, since when a startup achieves this point in the
stage of development, the support of a high-tech business incubator is usually not
necessary anymore. Instead, the development stages until this scale up level, are

important to follow the goals of this Master thesis.

2.4 Startup Growth and Scale up

Scale up is a “specific form of a startup that have already established significant
growth” (Mauer/Steigertahl 2018, p. 1). In this stage, the startup makes an effort to
expand the business in a sustainable way, through market access, revenues, and
people hired, as well as looking for opportunities to collaborate with market leaders

in their industry (cf. World Economic Forum 2014, p. 8).

To grow in scale, a startup generally needs a market bigger than one hundred million
(100,000,000) inhabitants. When the country of origin does not have a population of
this size, the startup needs to go international (cf. Blank 2014, p. 2). This statement
makes clear the importance of internationalisation for startups to grow and scale up.
The sustainable way a startup grows is driven by adopting metrics and mechanisms
able to support the growth in the long term. Ries (2011) named these as engines of
growth (cf. Ries 2011, p. 207), and those are valuable instruments to comprehend

how products gain traction to scale (cf. Viki et al. 2017, p. 207).
2.4.1 Sticky Growth Engine

The sticky engine is related to keeping the existing customers loyal and satisfied,
(cf. Viki et al. 2017, p. 204), having in mind that “if the rate of new acquisition ex-
ceeds the churn rate, the product will grow” (Ries 2011, p. 211). The proportion of
customers who, in any period of time, are not retained by the enterprise’s product
or service, is referent to the churn rate (cf. Ries 2011, p. 210). Retention rate is the
percentage of customers still active in a given period of time, and the churn rate is
the percentage of customers who stopped using the product or service in a given
period of time (cf. Fader/Hardie 2007, p. 77). A formula to calculate the retention

rate is:
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‘Retention Rate = ((CE-CN)/CS)) x 100:
CE = number of customers at end of a certain period
CN = number of new customers acquired during that period

CS = number of customers at start of that period” (Haden 2013 quoted from: Viki et
al. 2017, p. 204)

This metric is the main one for the sticky engine to accelerate the growth and scale
in startups (cf. Viki et al. 2017, p. 204; Ries 2011, p. 211), and the way to do it is to
make the current customers more loyal and engaged to the company, adopting
some strategic mechanisms focusing on improving customer retention. In such a
manner, this challenges the usual idea that for a business to grow, investing in sales

and marketing is the only path (cf. Ries 2011, p. 212).

2.4.2 Paid Growth Engine

The paid engine is another one driving the sustainable growth and scale in startups,
and it is related to investing in advertising or outbound sales force to attract new
customers. In this case, the Customer Lifetime Value - called CLV or LTV Lifetime
Value - is an important metric, in which the value invested by the company to acquire
a customer must be lower than the revenue that this customer generates over the
relationship time with the business (cf. Viki et al. 2017, p. 205; Ries 2011, p. 216,
217).

The CLV is one of the most valuable and simple insights a company can have about
the business. In a deeper way, it may be assessed by getting all the profit from the
customer base, knowing on average how long these clients have done deals with
the company, and deducting the value invested in marketing, advertising, and ser-
vices costs to satisfy these customers: the result is the CLV (cf. Fleming/Weiss
2015, p. 108). When the CLV is larger than the cost per acquisition, the growth rate
will be positive. Thus, to raise the growth rate, the enterprise has to increase the

revenue per customer or decrease the cost per customer (cf. Ries 2011, p. 216).

2.4.3 Viral Growth Engine

The viral engine aims to spread knowledge about the product or business in an

epidemic way. It goes beyond word-of-mouth since in this case the customers are
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not necessarily being intentional while disseminating the product. Instead, the viral
growth is a consequence of products being used by customers (cf. Ries 2011, p.
212). In other words, rapid circulation of content in social network channels in the
short-term, with low energy spent, and which generate added value and interesting
cost-benefit, is the viral marketing definition (cf. Reichstein/Brusch 2019, p. 1064).
More specifically, a viral coefficient is the metric to measure the development of this
motor, and it is obtained by calculating the aspects bellow (cf. Viki et al. 2017, p.
206):

e Average Reach: the average amount of new customers that one current cus-
tomer achieves. Is defined as the whole sum of customers already using the
product, divided by the whole number of new potential clients aware of the prod-
uct in a period of time (cf. Viki et al. 2017, p. 206).

e Conversion Rate: the average amount of new clients who decide to close the
deal with the company, after being reached by another current customer. The
sum of new customers obtained, divided by the whole number of potential clients
reached and aware of the product, in a period of time, is the calculation to have
the conversion rate (cf. Viki et al. 2017, p. 206).

A viral coefficient bigger than one (1) is a great motor to exponentially grow the
number of clients. The feedback loop that happens from the reach or aware moment
to the conversion, is called the viral loop. The larger the number of initial customers,
the viral coefficient, and the viral loop, the agile the viral effect and the growth rates
(cf. Viki et al. 2017, p. 207).

In fact, combining two or three engines is often useful and can work in some
startups. However, it is recommended to adopt one main motor per time, exploring
the potential of profitability of each one, before pivoting to the other (cf. Viki et al.
2017, p. 207; Ries 2011, p. 219). The reason is that the metrics and mechanisms
for each engine to gain traction are different and demand specific abilities of the
teams (cf. Ries 2011, p. 221).

Typically, strong and strategic marketing and sales force, combined with a company
with a diverse group of people, and a strategy to obtain capital and suppliers, are
factors involving growth and scaling up on startups (cf. Isenberg 2012). Scaling-up

and growth need a special dedication, smart, and energy dose, besides some tools
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to enable this sustainable growth: People, Strategy, Execution, and Cash (cf. Isen-
berg 2012; Harnish 2014, p. 2).

Those mentioned tools are explained as follow:

a) in leading people, establishing the core values, and using them as the drive to
guide the systems, decisions, and relationships on the business;

b) in setting strategy, asking if what is planned to do is really relevant to a sufficient
amount of customers, and if the business has a competitive advantage in front of

the competition by doing that;

c) in driving execution, setting few priorities, joining qualitative and quantitative data
in the business routine, and analyzing those in a periodically way, aiming to make

better decisions and creating a spiral in which people can be more effective;

d) in managing cash, being careful and attentive to cash flow, and observing how
each decision impacts it (cf. Harnish 2014, p. 2).

Ultimately, it is important to generate more value for the customer than they pay for,
and obtain back at least the value that it costs to the business to provide the product
or service to the customers (cf. Maurya 2016, p. 25). To do this, a startup should
iterate with those early adopters’ customers (cf. Blank/Dorf 2020, p. 23), for then,
during this process, develop a product or service that is really relevant for a number

of customers large enough (cf. Harnish 2014, p. 2).

2.4.4 Challenges to Growth

Since one of the criteria to be a startup is aiming to scale by the number of employ-
ees and/or market operated in and/or sales growth, it is required for startups to focus
on global scalability and internationalisation from the starting moment (cf. Safar
2016, p. 5). Further, is important to observe that internationalisation can generate
profit and expansion for businesses, however, it may also produce great damage,
because of the risks taken aiming to develop in a foreign market (cf. Zeng et al.
2009, p. 308).

Moreover, reaching high growth is an important achievement for the startup as well
as for the governments, since those successful startups play a key role as innova-
tion fuel and job generation. Therefore, startups with notable turnover growth rates

are considered high-growth startups. However, even though attempts to make the
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ecosystem better for startups, Europe is still struggling to scale up its startups (cf.
Raypens et al. 2020, p. 3). Indeed, is noticed that Europe has no relevant trouble
with innovation and startup amount, but there is a scaling up gap (cf. Safar 2016, p.
1).

In order to better understand the main challenges faced by startups to grow in scale,
markets access, and revenue, Table 3 gathers some issues raised in recent litera-

ture reviews for Europe-based and for general startups:
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Author

Challenges

Safar (2016)

a)

b)

°

Language: does not have English as the first official language, to create content and
generate data, makes the access to international markets slowly;

Establish in-house expertise in internationalisation, without building large teams and
making the headcount and fixed costs high;

To make data-driven decisions about hew market access: data can support under-
stading of international users, customers' behaviours, find out opportunities, choice of
language and content, and understanding of what guides growth and social media
strategies in the new market;

Delay to add multilingual features in everything startups’ do, brings complexity and
makes the process harder when it is the moment to go international;

Mula
and
Istipliler
(2020)

a)

b)

c)

Knowing the right moment to shift the resource allocation from R&D tasks to Sales &
Operational tasks. When it is premature, it can affect negatively the growth of revenue;

Delegating and providing autonomy as a management way is a key point, and more chal-
lenging mainly for sole founders in comparison with teams of founders;

Keeping entrepreneurial mindset as drive beyond the early stage, bringing this mind-
set and aptitudes to all stages, including expansion and as an established company.

European Scale|
up
Mani-

festo
(2016)

a)

b)

0

e

9

The complexity of reporting, paying, and/or recovering VAT when selling to foreign coun-
tries;

EU legislative proposals do not cover SMEs situation, as well as scaling up situation, in
European countries as a whole. There is the “SME test” initiative to incentive policymak-
ers to “think small first”, but it was not consistently applied for 28 EU members states;

Copyright is not an instrument for innovation: with many limitations for innovative
businesses on the internet, and for mining data to which the business already has
legal access, and missing a truly digital single market regulation for all 28 members;

Data protection is complex and incoherent: an inexistent open dialogue between data
protection regulations and data-driven startups and scale ups; enforced data locali-
sation; rules for international data flows are unsafe and unreliable;

Patenting process is fragmented and expensive;

Official documents, forms, and registrations to doing business across borders are
not online, in digital formats, and not all are translated to other EU languages;

Digital infrastructure of internet connection is not the best and could be better.

Salamzadeh
and Kesim

(2015)

a)

b)

°

Financial challenges: each stage of development requires a kind and level of financial
investment for specifics demands, and it can be from the founder, family and friends,
from angel investors, and from venture capital;

Human Resources: while the startup is developing and growing, new talented people
are required to support the development of the business. This is a critical process and
to fail in human resources management can mean fail in business development and
startup growth;

Support mechanisms: unavailability of support mechanisms or difficulty accessing
them are challenges that make the startups more susceptible to failure. Angel inves-
tors, incubators, accelerators, science and technology parks, centers to support small
business development, and access to venture capitals, are some examples of support
mechanisms;

Environmental elements: it can facilitate or difficult the development of startups, and
entrepreneurs have to give special attention to this. Startups are more influenced by
environmental elements than established companies. Those environmental elements
are related to markets and trends analysis, legal aspects (cf. Salamzadeh/Kesim 2015,
p. 7), as well as political, economic, socio-cultural, and technological aspects (cf. Yiksel
2012, p. 53).

Table 3: Main challenges to startups’ growth (own presentation)

As described, the challenges listed are faced by European startups aiming to grow,

and Salamzadeh and Kesim (2015) bring to light some recurrent challenges to over-

all startups. As a whole, the main challenges are related to: entrepreneurial mindset,
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international background, leadership and resources management skills, unfriendly-
business ecosystem, and access to capital. Indeed, a business-friendly ecosystem
is a vital factor for businesses in general, and especially for startups, as explored in

the next subchapter.

2.5 Entrepreneurial Ecosystem

Growth oriented businesses need dynamic ecosystems. Social, political, economic,
and cultural aspects together can foster the maturing and success of startups, as
well as incentivize key actors and new entrepreneurs to start, fund, or invest in risky

ventures (cf. Spigel 2015, p. 2).

As a complex system, maturity deserves attention in order to establish an effective
involvement for the ecosystem. The more mature, the more the ecosystem actors
need support to go international, human resources and organisational development,
and to access capital to grow. On the other hand, for startups on an early stage, the
focus should be to support the beginner processes (cf. Mason 2014, p. 19). Each
actor in an entrepreneurial ecosystem is impacted with improvement and execution
support by the ecosystem itself. In this way, when many billion-dollar startups are
found in a city, it is possible to deduce that the entrepreneurial ecosystem works

well in this place (cf. Acs et al. 2017, p. 4-7).

Although each ecosystem is singular, there are common factors sustaining them (cf.
Isenberg 2011, p. 6; Mason 2014, p. 27). A representation of the entrepreneurship
ecosystem with its common factors and roles is presented by Isenberg (2011), and

shown in Figure 6:

Markets Finance

ntrepreneurship
Ecosystem

Figure 6: Domains of the entrepreneurship ecosystem (Based on Isenberg 2011, p. 7)
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The different forms of those factors combined and working dynamically, generate
influence in the ecosystem. In such a manner, if initiatives are dispersed and iso-
lated, without orchestration, the outcomes are not effective (cf. Mason 2014, p. 19).
The sub-factors related to every factor in the entrepreneurship ecosystem diagram

include:

a) Policy: related to leadership and government, it includes entrepreneurship strat-
egy, authority support, institutions, financial support, regulatory framework incen-

tives, legislation supporting venture, research institutes;

b) Finance: related to financial capital, it involves angel investors, friends, and fam-
ily, micro-loans, venture capital funds and for zero-stage, debt, private equity, public

capital markets;

c) Culture: telling success stories aiming to increase visibility, wealth creation, and
overseas reputation, as well as societal norms to improve tolerance to risks, mis-

takes, and failure, the incentive to innovation, creativity, and experimentation;

d) Supports: related to non-government institutions, support professions, and infra-
structure; it includes incubation centers, clusters, telecommunications, transport and
logistics, energy, legal, accounting, and technical experts’ advisors, investment

banker, conferences, and associations supporting entrepreneurs;

e) Human capital: educational institutions and labor drive this factor; it involves
things as professional and academic degrees, specific entrepreneurship training,
level of skill of people, and serial entrepreneurs;

f) Markets: the entrepreneur’s networks, diaspora networks, and multinational cor-
porations are part of this factor, as well as early adopters’ customers that prove the
concept, producing expertise, first customers and their reviews, and distribution
channels (cf. Isenberg 2011, p. 7).

Moreover, is relevant to highlights that a handful of strategies such as foreign direct
investment, incentives to national innovation systems and competitiveness, and nei-
ther knowledge-based economy establishing is not enough for an economic growth
policy if there is no ecosystem empowering entrepreneurship. Yet, as a dynamic
and complex system, the proximity between the actors in an ecosystem is key to
the entrepreneurs can develop, grow stronger as a group, and be able to thrive

without external assistance (cf. Isenberg 2011, p. 11-13).
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In conclusion, regarding the support provided in the ecosystem, infrastructure such
as science parks, incubators, clusters, and innovation centers may be useless and
unnecessary if there is no previous entrepreneurship and if those infrastructure are
not part of a whole ecosystem (cf. Isenberg 2011, p. 11). Moreover, an orchestration
of factors working dynamically and aiming to improve the entrepreneurship ecosys-
tem is vital. Those factors are policy initiatives, access to financial capital, a culture
that breathes successful and failure stories about local startups, support infrastruc-
ture (e.g.: incubators, accelerators, science parks, utilities), human capital, and last
but not least, a network connecting the actors on the market.

2.5.1 Incubators, Accelerator and Science Parks

As key actors in the entrepreneurial ecosystem, every player who works for provid-
ing some support related to policy, finance, culture, human capital, and markets
plays important role in the startups' growth and scale up. In this context, incubators,
accelerators, and science parks are relevant examples of those key players in the

entrepreneurial ecosystem.

Business incubators are beyond the shared space since their kind of business pro-
vides startups with diverse services such as networking contacts, events, work-
shops, and invited speakers to talk about common issues to support startups (cf.
Friel 2018, p. 2). Therefore, it strengthens the startups and facilitates access to re-
sources through networks, enabling entrepreneurs to create, test, find the market
fit, and evolve the technology (cf. Pettersen et al. 2016, p. 2). In addition, incubators
can go along with startups members for medium to long-term, since usually, they

may be incubated for an average of one to four years (cf. Hochberg 2016, p. 49).

On the other side, accelerators are programs in which the duration is limited usually
in months and provide support to groups of startups in the endeavour process (cf.
Cohen 2013, p. 19). To enter an accelerator program, there is a selection process,
and the startup has to be accepted to the program, receive mentoring during the
short period of the program, and often obtain some capital for being part of the pro-
gram (cf. Friel 2018, p. 2). Moreover, shared working space is also associated with
accelerator programs, and the support received are frequently from the early stage,
going to discover customers and acquire key resources, such as people and capital,
and ending with an event in which the entrepreneurs should present their business

as a pitch for potential investors (cf. Cohen 2013, p. 19).
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A science park is a place where key tangible resources are shared, beyond the
workspace, from research and development resources to daily business resources,
gaining in this way flexibility and cost-benefit (cf. Madaleno et al. 2018, p. 8). It is
generally connected with high education institutes and has the goal of fostering re-
gional competitiveness through the support of new businesses’ development and
generation of qualified jobs (cf. Pramuka 2017 quoted from: Friel 2018, p. 119).
Furthermore, some parks may provide support to business management (cf. Mada-

leno et al. 2018, p. 8).

As can be noted, those three key actors in the startup ecosystem are closely related
and the role can be easily overlapped, especially with regard to the shared work-
space and the support provided. In order to provide a better overview of the types
of each one of those actors, the graph below (Figure 7) shows this intersection,
considering the density of tenants on the Y-axis and the intensity of support on the

X-axis.

Minimal support Tactical support Intense support
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Figure 7: Typology and intercession of key-actors by the density of ten-
ants and intensity of support (Based on Madaleno et al. 2018, p. 8)

In this scheme, it may be observed that the incubator is in the center of the relations
when considering the property shared. Although the commissioning company on
this Master thesis has “science park” on its formal name, it operates as a high-tech

business incubator.
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Then, to summarise the definition of business incubators, they are firms that assist
new businesses in starting and also expanding, with physical and nonphysical re-
sources, for a period of time not fixed, and it is generally sustained by the tenants’
payments, by the government or corporation funding, and, less commonly, by equity
from incubatees (cf. Hausberg/Korreck 2018, p. 163).

Further, dynamic entrepreneurial ecosystems demand incubators that provide in-
centive and support to entrepreneurs. With the services provided by incubators, the
entrepreneur may gain market and technical knowledge and skills, as well as com-
prehension of suitable systems, strategies, and structures to the business. Further-
more, to be effective in support to discover business opportunities, people working
on incubators necessity follow methods, an effective and efficient technology pro-

cedure, and deeply understand the markets and clients (cf. Mason 2014, p. 13-14).

2.6 SMEs Internationalisation to access new markets

This chapter aims to explore the internationalisation patterns in SMEs. Since most
of the startups currently in Austria are classified as small and medium enterprises
(cf. Leitner et al. 2021, p. 74), it is important to understand what the literature says

about the expansion of SMEs when aiming to access new markets.

As the backbone of the European economy (cf. European Commission 2021a),
SMEs play an important role in the market. The business models, age, size, and
entrepreneurs’ profiles of European SMEs are diverse, which enable those busi-
nesses to be sustainable, resilient, and competitive, as well as being able to grow
and scale up (cf. European Commission 2020b, p. 1). In fact, the entry into interna-
tional markets is a valuable path for SMEs’ growth (cf. European Commission
2020b, p. 11), since it is a way to become less dependent of the internal market (cf.
Musteen/Datta/Butts 2014, p. 750).

As a definition, SMES’ internationalisation is a development process of an enter-
prise, from national to international, according to their size in number of employees,
turnover, or total balance sheet (cf. Della Corte 2014, p. 241). In doing that, SMEs
achieve benefits, obtaining market expansion of their products and market dyna-
mism (cf. Lee et al. 2012, p. 2).

Moreover, other authors state that internationalisation is the result of the companies’

movements aiming to secure market positioning and network place, and argue that
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the business network model of the internationalisation process — the Uppsala model
revisited — is suitable for both large and small companies (cf. Johanson and Vahine
2009, p. 1423-1425). In addition, a different perspective is that a company is inter-
national if it has purchasing and/or production and/or research and development
within foreign countries, or if it realizes sales and marketing directly abroad (cf. Naldi
2008, p. 25-26).

Regarding the reasons for a company to go international, the main motivation is
pursuing business growth (cf. Ghauri/Cateora 2014, p. 268). Likewise, it is predict-
able that companies oriented to growth strive to go abroad to expand and entry in
new markets, aiming to obtain elevated sales ratio from outside (cf.
Olejnik/Swoboda 2012, p. 471). However, what steers the internationalisation are a
set of influence of the environment, aspects of the manager playing the role of mak-
ing decisions, good connections and network in the ecosystem, as well as sponta-

neous contacts from other companies (cf. Oluduro/Okonkwo 2009, p. 8).

In order to obtain a background for the practical research and to identify a suitable
internationalisation model, the following subsections discuss the main theoretical
approaches to internationalisation, in terms of currently SMES’ relevance and influ-

ence.

2.6.1 Network Model

Being part of a network is proven as a suitable approach to international industries
intensive in technology, represented mainly by fast-growing companies (cf. Covi-
ello/Munro 1995, p. 49). This argument is sustained by the fact that networks are

key elements for foreign markets (cf. Johanson/Vahine 2019, p. 6).

The network model of Johanson and Vahlne (2009) originates from the Uppsala
model, which describes the aspects of the internationalisation process in a com-
pany. The original version of this model date from 1977, however, since that time
the economic environment passed for so many transformations, that it became rel-
evant to revisit and update the model on this century (cf. Johanson/Vahlne 2009, p.
1411). Moreover, the first version of the Uppsala model is more related to the ordi-
nary conduction of internationalisation process, instead of entrepreneurial behaviour

or internationalisation speed (cf. Oviatt/McDougall 2005, p. 540).
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In the twenty-first century version of this model, the authors argue that the interna-
tionalisation process has as key factors the knowledge and the business network
(cf. Della Corte 2014, p. 210). The model is based on two variables: state and
change. The first one is the state variables, shows on the left side of Figure 8, and
it consists of knowledge opportunities and network positions. While the change var-
iables, on the right side of the model, consist of relationship commitment decisions

and learning, creating and trust building (cf. Johanson/Vahine 2009, p. 1423-1424).

State Change
Knowledge . Re]uml:nshlp
Opportunities Lun‘lllnl_uur.:m
decisions
Learmning
Nel'tvln}r}\ < Creating
position Trust-building

Figure 8: The business network internationalisation process model (Johanson/Vahilne 2009, p.
1424)

The first state variable is related to the knowledge opportunities the firms have about
the resources and capabilities of the actors. The more knowledge about each other,
the closer the relationship is. Consequently, the more distant physically of the local
actors, the more limited the vision about the opportunities (cf. Schweizer et al. 2010,
p. 345-346). The second state variable, the network position, refers to an active
relationship with external actors, which generates an adequate position in the net-
work and access advantaged information with the partners (cf. Della Corte 2014, p.
210).

Conversely, the change variables on the right side encompass the relationship com-
mitment decisions which refer to the level of commitment, knowledge, and trust the
company has with the actors in the ecosystem or in the market, and it is a relevant
factor influencing the establishment of a network position, as well as the success in
an internationalisation process (cf. Johanson/Vahlne 2009, p. 1424). The last vari-

able is the learning, creating, and trust-building. It is related to more than experiential
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learning, albeit the importance of this type of learning. Thus, a valuable creative
process is an outcome of a relationship with noted knowledge, trust, and commit-
ment (cf. Johanson/Vahine 2009, p. 1424). In this way, this variable is the ability “to
learn or develop new knowledge from internationalization information through their
relationships” (Della Corte 2014, p. 210).

Usually, SMEs going through an internationalisation process have a strong depend-
ence on network relationships to make decisions about the market and mode of
entry (cf. Bose 2016, p. 89). As internationalisation is an unpredictable process (cf.
Johanson/Vahine 2009, p. 1423), the reduction of risk related to this model is an
interesting fact for SMEs (cf. Della Corte 2014, p. 209).

In conclusion, the Network model is a dynamic approach, in which the level of
knowledge and network relationship may affect positively or negatively the trust and
commitment building (cf. Johanson/Vahlne 2009, p. 1423). In this model, the com-
pany goes abroad according to the relationship with key partners developing busi-
ness strategies in foreign markets. This guides the reasons for the expansion hap-
pens, which can occur first by opportunities identified through the network with mem-
bers and non-members, and still an interconnected relationship, and second by fol-
lowing the key partner in the foreign market, evidencing relationship commitment
(cf. Johanson/Vahine 2009, p. 1425).

However, doubts about the applicability of the model are raised, since there is no
specific effect to be expected in a network relationship, and also, is no assurance
that increasing knowledge generates more commitment (cf. Vahine/Johanson 2019,
p. 6). Still, there is a strong correlation between network and knowledge in exploring
opportunities abroad, as presented in the Network model. Networking has the po-
tential to find and explore opportunities on the market, enabling the creation of prod-
ucts intensive in knowledge and the success of business internationalisation (cf.
Mort/Weerawardena 2006, p. 564).

2.6.2 Knowledge-based Model

Knowledge is crucial for comprehending SME internationalisation (cf.
Mejri/Umemoto 2010, p. 161). This is true for Johanson and Vahine (2009) as well,
which highlighted knowledge as a vital factor for the development of business

abroad (cf. Della Corte 2014, p. 210). Indeed, knowledge influences the velocity at
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which an opportunity is observed and explored in the foreign market (cf. Ovi-
att/McDougall 2005, p. 546).

To explore the potential of knowledge as a key factor in the SME internationalisation

process, Mejri and Umemoto (2010) designed a model. This knowledge-based

model correlates four categories of knowledge with three internationalisation steps

(cf. Mejri/lUmemoto 2010, p. 161). The knowledge categories are:

a) Market knowledge: consisting of objective and clear information about the mar-

b)

ket abroad, including, for instance, market size, legal aspects, competitors, and
so on. This knowledge is acquired mainly through research and its use is more
intensive in the early steps of the internationalisation process (cf. Mejri/lUmemoto
2010, p. 162-163);

Experiential knowledge: it is the outcome of the company operating in foreign
markets (cf. Mejri/lUmemoto 2010, p. 163). This one is presented by the authors

as a category that gathers three other kinds of knowledge:

a. Network knowledge: it relates to both social and business relationship

networks, and it enables the firm to go abroad. The network knowledge
has the power to stimulate and encourage the company to start its inter-
nationalisation process. The more involved in foreign markets the firm is,

the more intense the use of network knowledge;

. Cultural knowledge: the values, mindset, behaviour, and attitude of inhab-

itants in the foreign market are related to cultural knowledge. The acqui-
sition of this knowledge begins when the internationalisation process
starts, and the more of the cultural knowledge the company obtains, the
more it is used. In this way, the firms first choose to enter the market with
a short psychological distance in comparison to the home market, and the
more cultural knowledge is obtained in a foreign market, the more likely

entry in other similar culture markets may be the next option;

Entrepreneurial knowledge: it refers to the ability to recognize opportuni-
ties and the know-how to explore them. Unquestionably, identifying op-
portunities is a key skill for the business existence and expansion, and is
usually followed by internationalisation. In fact, the more experienced in

internationalisation, the more the entrepreneurs develop and apply the
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skill of finding and exploring opportunities (cf. Mejri/Umemoto 2010, p.
163-165).

Furthermore, the internationalisation steps are defined as pre-internationalisation,
the novice internationalising, and experienced internationalising, in which as ‘novice’
the authors consider who is venturing into a specific foreign market for the first time
(cf. Mejri/lUmemoto 2010, p. 162).

To illustrate the intensity of each kind of knowledge correlated with each interna-
tionalisation step, the knowledge-based model proposed by Mejri and Umemoto

(2010) is presented in Figure 9:

Market knowledge

Network knowledge

Experiential

knowledge Cultural knowledge

Entreprencurial
knowledge |

I >

Pre-inter. Inter. Novice Experienced Internationalization
Start Internationalizing Internationalizing Phase
++ Acguisiion

= — = Low-intensity utihization

High-intensity utilization

Figure 9: Knowledge-based model of SME internationalisation (Mejri/Umemoto 2010, p. 162)

In fact, other authors highlight in different ways the knowledge as a critical factor for
the internationalisation in SMESs. For instance, one perspective is that knowledge-
intensive SMEs see the global market as a great market without borders, and inter-
nationalising is in their strategy from the beginning (cf. Olejnik/Swoboda 2012, p.
468). Moreover, there is a correlation between the intensity of experiential
knowledge which influences the number of new markets entered and the commit-
ment with each market entered before (cf. Johanson/Vahine 2009, p. 6). Further-
more, the experiential knowledge about institutions and society in the foreign market
- called societal knowledge -, the business network knowledge, and the customer-
specific experiential knowledge, are all key factors for SMEs to succeed in interna-
tionalisation (cf. Sandberg 2013, p. 119-123).

Additionally, researchers observed in a study with six technological Australian in-
dustries that passed for a quick internationalisation process, that the knowledge ac-
guired by means of networks is vital for the cutting-edge development of products

intensive in knowledge (cf. Mort/Weerawardena 2006, p. 549-565). This finding is
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equivalent to the definition of lean startup, which states that it is a different perspec-
tive about innovative new products development, highlighting agile iteration and in-
sights from clients, and a great vision and aspiration about the business purpose
(cf. Ries 2011, p. 20).

Gathering the comprehension about the network model and the knowledge-based
model in relation with SMESs, and its factors related especially with startups perspec-
tive, the next step is to analyse an internationalisation approach that is more focused

on speed.

2.6.3 International Entrepreneurship approach

When actors (organizations, groups, or individuals) recognize, validate, assess, and
utilize an opportunity as an undertaking in foreign markets, aiming to generate new
goods and services, this is called ‘international entrepreneurship’ (cf. Oviatt/McDou-
gall 2005, p. 540). Since entrepreneurship is defined as individuals who exploit op-
portunities (cf. Sandberg 2013, p. 629), and, as mentioned above, Oviatt and
McDougall (2005) provide a similar definition for international entrepreneurship, it
makes sense to relate both topics to analyse the internationalisation process of
SMEs. In such a manner, the international entrepreneurship approach combines
every suitable internationalisation approach with entrepreneurship, as an integrated

part of SMEs going to a foreign market (cf. Ruzzier et al. 2006, p. 489).

This approach attributes value to the resources and competencies of the firm, as-
suming that both play a critical role in the strategies to go into a foreign market (cf.
Bose 2016, p. 90). Typically, strategic management with the perspective of re-
sources-based sees the singular elements of a company, those difficult to copy, as
the elements that generate competitive advantage and better capabilities to improve
the results of the firm (cf. Ruzzier et al. 2006, p. 486).

In this way, the conceptual model representing the international entrepreneurship
approach is built considering three elements as crucial precedents of international-
isation, which are the entrepreneur (or founder/manager), the characteristics of the
firm, and the environmental characteristics, allocating specific resources and com-
petencies to be observed in every one of those elements (cf. Ruzzier et al. 2006, p.
490). This model has as central element the internationalisation, with four main fea-

tures plus one outcome. The features are the mode, market, product, and time, and
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are related to the internal and external resources of the firm, and the outcome is the
international performance, gathering sales growth and profitability (cf. Della Corte
2014, p. 217). As determinants for the internationalisation process, some resources
such as material, financial, technological, and learning of the company have to be
raised and, sometimes, mobilized (cf. Bose 2016, p. 90). Figure 10 presents the
conceptual model of SME international entrepreneurship, developed by Antoncic
and Hisrich (2000) and adapted by Ruzzier et al. (2006):

ENTREPRENEUR

Human capital

» International business skills
+ International orientation

«  Environmental perception

+ Management know-how

Internationalization pommmemmmmooe
Social capital 1 Firm

1

 Performance
Mode I

Market s Sales growth

Time L1, o
Product ! Profitability

Int. Performance

Firm Characteristics
« Number of employees
e Sales

Environmental
Characteristics

+ Domestic environment
« International environment

Figure 10: International Entrepreneurship conceptual model (Ruzzier et al. 2006, p. 491)

A particular important resource that is considered in this approach is ‘time’. The
number of SMEs striving abroad from day one is growing, therefore time became
one of the main strategic resources of those businesses in an internationalisation
process (cf. Ruzzier et al. 2006, p. 492). Those arising amount of firms making busi-
ness across borders in short time after being born, or even from the start moment,
are called born globals (cf. Olejnik/Swoboda 2012, p. 468).

To clarify, born globals not only follow an international opportunity from the begin-
ning but also are usually more pragmatic and committed (cf. Bell et al. 2003, p. 348).
In addition, born globals defy the typical idea that SME internationalisation occurs
step-by-step, is limited by the scarcity of resources, and happens by means of a
network (cf. Mort/Weerawardena 2006, p. 551). Therefore, those firms are designed
to fulfill the global market demand from the first day, instead of suddenly, and they

seek resources that enable them to achieve this goal (cf. Tanev 2017, p. 6).

In the same way, startups that originated from countries with less than one hundred
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million population must be born global, otherwise, the local size market is not
enough to enable scalability (cf. Blank 2014, p. 2). These similarities suggest that
the international entrepreneurship conceptual model is closely related to the
startups’ internationalisation process. Indeed, the authors had in mind the aim of
joining the growing phenomenon of international startups with the conventional

models previously existent (cf. Ruzzier et al. 2006, 491).

Another important fact in this model is that performance indicators are highlighted
as the result expected from the internationalisation process, contrarily to previous
models in which only the antecedents’ resources are contemplated. However, it pre-
sents limitations such as it is not exhaustible and does not deal with the interaction

between the elements (cf. Ruzzier et al. 2006, p. 492).

Alternatively, and still highlighting the time factor, Oviatt and McDougall (2005) bring
a different perspective about international entrepreneurship. The authors propose a
model to analyse the forces influencing accelerated internationalisation, which are
determined by four categories: enabling, motivating, mediating, and moderating (cf.
Oviatt/McDougall 2005, p. 542).

First, the enabling force refers to the technological environment that is going through
enormous transformations and influencing industries and the market. This emerges
as the fundamental force enabling fast internationalisation. Second, the motivating
force of competition refers to the fact that the existence of competitors influences
the decision to go abroad faster than those competitors or potential competitors can
do. Third, the mediating force is the entrepreneurial actor perceptions. This force is
central to the model and refers to the entrepreneur’s ability to recognize and explore
an international opportunity (cf. Oviatt/McDougall 2005, p. 542). Likewise, this is a
factor emphasized in the international entrepreneurship conceptual model as well

as in the knowledge-based model.

In light of that, it is possible to observe that entrepreneurial knowledge and skills are
key factors for accelerated internationalisation. The personal and psychological as-
pects of the entrepreneur influence the perception of opportunities, and this deter-
mines how the technological enabling forces and motivating forces of competition
are managed (cf. Oviatt/McDougall 2005, p. 542). The last force in this model is the
moderating force which is divided into two kinds of forces, and both are strongly
connected with the entrepreneur: the knowledge-intensity, and the international net-

work. Knowledge-intensity refers to how solid the expertise of the entrepreneur is,
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merged with the opportunity perceived, while the second is related to the entrepre-
neur attributes in an international network (cf. Oviatt/McDougall 2005, p. 543). Once
again, it is possible to observe a similarity with the previous models studied, which
suggests that these factors are key for the internationalisation process of startups.
Figure 11 is an illustration of the model of forces influencing internationalisation
speed by Oviatt and McDougall (2005):

; Moderating
Enabling Knowledge
Technology *Foreign market
*Intensity
o Internationalization
Entrepreneurial Mediating | Speed
Opportunity Entrepreneunal —+ | *Initial entry
Actor Perceptions *Country scope
*Commitment
Motivating Moderating

Network Relationships
*Tie strength
*Network size
*Network density

Competition

Figure 11: A model of forces influencing internationalisation speed (Oviatt/McDougall 2005, p. 541)

As can be seen, the authors provide special attention to the moderating forces, de-
scribing the elements included there. Concerning the foreign market element in
knowledge moderating force, it is linked to three points: a) the company capacity to
assimilate about the foreign market; b) the degree of personal and professional ex-
perience of the entrepreneur abroad; and c) the learning advantages of newness
(cf. Oviatt/McDougall 2005, p. 547), in which the older a business is, the more learn-
ing limitations to achieve success growing in foreign markets, and the newer the
firm is, the more agile the learning and the expanding abroad process (cf. Autio et
al. 2000, p. 919). This last point is analogous to the findings about the exit moment
of startups in the final stage of development, in which startups aged until five years
old are more likely to be acquired (cf. Pisoni/Onetti 2018, p. 31).

The second element in knowledge moderating force is intensity, in which the more
intensive in knowledge a business is, the faster is both the sales growth and the
commitment to the foreign market (cf. Oviatt/McDougall 2005, p. 548). As a defini-
tion, knowledge intensity is the dependence level of knowledge intrinsic in the busi-
ness’ operations that generate competitive advantage (cf. Autio et al. 2000, p. 913).
To summarise, the velocity at which an opportunity is recognized and exploited
abroad is moderated by knowledge (cf. Oviatt/McDougall 2005, p. 546).
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Further, the network relationship is the other moderating force influencing the speed
of internationalisation. According to the authors, there are three main elements in
the network moderating force: a) the tie strength; b) the network size; and c) the
network density (cf. Oviatt/McDougall 2005, p. 544). Weak ties in a network, such
as relationships with brokers, customers, and suppliers, are the most relevant to
internationalisation since those demand fewer investments and are in more number
in a network. Hence, when an entrepreneur validates an opportunity and has already
a weak direct or indirect tie abroad, the time of internationalisation is highly im-
pacted. In addition, it is principally relevant to establish weak ties with brokers, since
they may connect actors without previous relation to each other (cf. Oviatt/McDou-
gall 2005, p. 545).

The second element associated with the network moderating force is the network
size. In this case, a larger entrepreneurial network impacts positively generating
speed in the internationalisation and commitment processes, as well as in the
growth of sales abroad (cf. Oviatt/McDougall 2005, p. 545). Finally, the third element
in this moderating force is the network density. The dense links between the actors
in a network generate a high degree of interaction, and thus, the trustworthiness is
influenced as well, because when a non-acceptable business action happens in a
dense network, it is rapidly identified and broadly informed, causing damage to the
firm’s reputation. However, since reliability and connection with numerous actors
cross-borders are key for internationalisation, the dense networks are still those that
dispense better contributions for international entrepreneurship (cf. Oviatt/McDou-
gall 2005, p. 546).

To summarise, the entrepreneurs’ actors that are able to identify and exploit oppor-
tunities abroad are enabled by technology, motivated by competition, and moder-
ated by large and dense networks with weak ties, and also by different types of
knowledge, to mediate speed in internationalisation, influencing the time of initial
entry, the scope of country, and the commitment. As it can be seen, the models are
similar in terms of key factors highlighted, mainly concerning the network, types and

levels of knowledge, entrepreneur’s expertise, and international experience.
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2.7 Market entry modes

Since some resources such as time, knowledge, technology, and network are key
to the process of accessing new markets cross-borders, then making decisions fo-
cused on maximizing the outcomes and minimizing the risks is crucial for the entre-
preneur or decision maker in an SME. It follows that the choice of entry mode in a
foreign market is a critical decision in an internationalisation process (cf. Brouthers
2013, p. 16). Foreign market entry mode decision is defined as the path that a com-
pany decides to conduct its business operations, and the level of commitment in a
market abroad, as well by exporting, establishing a subsidiary, or joint ventures (cf.
Shen et al. 2017, p. 429).

The choice of entry modes is divided into non-equity and equity mode of entry, in
which the non-equity refers to the modes with a lower degree of control on foreign
operations, such as export and contract agreements, while the equity concerns the
modes with higher investments to establish a subsidiary in the foreign market, such
as joint venture or wholly-owned subsidiary (cf. Sestu et al. 2018, p. 64). Moreover,
acquisitions are entry modes for companies that are wealthy in resources, seeking
a fast path to reach a satisfactory network position on the market abroad, instead of
a longer and lower risky path (cf. Johanson/Vahlne 2009, p. 1422).

On the other hand, researchers that studied the internationalisation of Central Eu-
ropean SMEs have found that the entry mode more frequently utilized by these
companies is exportation, since this mode requires fewer key resources such as
financial and time, thus being a faster and more simple mode of entry (cf. Tuzova et
al. 2015, p. 162). Moreover, the exporting entry mode usually is the first step, since,
in the beginning, the business strives to overcome barriers such as languages, cul-
ture, and education practices, as well to obtain knowledge in internationalisation (cf.
Ruzzier et al. 2006, p. 482).

However, the traditional way to select market and entry mode, focused on overcom-
ing barriers, is not so relevant anymore in comparison to the firm establishing in an
international entrepreneurship network position (cf. Johanson/Vahlne 2003, p. 92).
In this regard, and in light of the statement that “internationalisation has much in
common with entrepreneurship” (Johanson/Vahine 2009, p. 1423), the present sub-
chapter is conducted to exploit the market entry mode closely related to the interna-

tional entrepreneurship approach.
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Born globals are essentially entrepreneurial and usually inclined to choose exports
as the mode of entry, because of resource constraints (cf. Knight/Cavusgil 2004, p.
127; Cavusgil/Knight 2015, p. 4). Moreover, the international expansion of born
globals also occurs by international direct sales or by supporting representatives in
the foreign market (cf. Rasmussen/Tanev 2015, p. 13). In fact, born global firms are
young businesses quickly engaged in selling abroad via exportation (cf. Neubert
2017, p. 17). To make clear the definition to young firm, six years of operations is a
usual approach, even so to differentiate a global born from a firm that happens to
quickly export in initial years, it needs to observe that a global born has since the
start the objective to be present in various markets abroad rapidly (cf. Coviello 2015,
p. 21).

Given the above, and considering the statement that says “born global or die local’
(Blank 2014, p. 3), emphasizing that the main fault startups commit is to increase
their business model focused on a small local market, missing the chance to prepare
to scale into bigger markets (cf. Blank 2014, p. 3), it is possible to suggest that born

global patterns in market entry mode are related to startups’ internationalisation.

In fact, some authors reported the connection between born globals and startups.
For instance, some researchers observed a great number of entrepreneurial
startups that had developed and closed deals with global clients since their initial
operations (cf. Cavusgil/Knight 2015, p. 4). Others assume that theoretically when
in the early stages, lean startups and born global firms generally face similar chal-
lenges, such as managing accelerated internationalisation, business model design,
network and partnership, resource and innovation management, all at the same
time, in an unpredictable scenario since the first days (cf. Rasmussen/Tanev 2015,
p. 12). Further, there is the indication that high-tech startups firms have similar at-
tributes of born global firms, for example, the fact that most of the time the high-tech
startup has a too-small market niche, and this makes it essential to undertake in
every potential market aiming to recapitalize the investments in research and devel-
opment and to ensure competitivity in price and gaining scale (cf. Neubert 2015, p.
356-357). Additionally, the high-tech startups and early internationalisation are
closely related because those startups have the urgency to enter international mar-

kets quickly, while keeping their competitive advantage (cf. Neubert 2017, p. 20).

Moreover, a perspective explores the synergies between the entrepreneurial chal-
lenges of early internationalisation and the born globals’ attributes with the lean
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startup approach, proposing then a new term: the lean global startup (cf. Rasmus-
sen/Tanev 2015, p. 13). In this way, to a feasible and systematic internationalisation
process, high technology startups should adopt a lean approach, decreasing, there-
fore the time of the process (cf. Neubert 2017, p. 21). To illustrate, the author em-
phasizes the relevance of a market development process that has as a first step the
evaluation and selection of markets, previously the effective enter into a foreign
market (cf. Neubert 2017, p. 21). Figure 12 presents the process proposed by the
author, referred to as the international market development process, including the
tasks and tools related to each step (cf. Neubert 2018, p. 46):
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TASKS
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STEP 1:

Evaluation & Selection

Definition of market selection strategy
Analysis of your own business model
Preselection - market monitor

Rough selection - determination of
market attractiveness

Fine selection - market selection
decision

Choice of market entry mode

STEP 2:

Preparation

Coordination of the international
project management

Staffing of international project teams
Management of global brands -
determination of the positioning and
the strategic direction in the foreign
market

Business Model Draft

Creation of the business plan

STEP 3:

Market entry

Complementing the market entry
strategy

Business madel piloting
Business model roll-out

Update of the roll-out

STEP 4:

Growth & Development

Promation of internal growth (build)
Promotion of external growth
(acquisition opportunities)
Divestment strategies
Organizational development and
integration into the group
management structure

Project conclusion and ensuring
sustainability

TOOLS

Analysis of the business model
Analysis of customer needs and
competitive structure

Walue chain

Internal and external benchmarking
Analysis SWOT

Portfolio analysis

5 forces model

Market monitor

Checklist procedure

Techniques for gaining and securing
knowledge

Scoring Procedure (Scoring Model)
Portfolio analysis

Market positioning for product and
customer segment

Feasibility studies in the form of a first
project plan

Scenario analysis

Financial planning, pay-back,
investment costs, etc.

Development of alternative scenarios
and decision parameters for market
entry modes

Organizational structures for the
foreign department

International handbooks with
corporate values, dealing with other
cultures, management techniques,
reporting tools, decision-making
structures

Creation of culture profiles

Posting cycle of expatriates
Project management

Integration concepts of expatriates
in local networks

Market research with primary
research (focus groups, surveys,
expert interviews)

Key driver analysis

Strategy stem - basis, field and
substance

Global brand management
arganization and process

Process management tools
Concepl SPOT (Strategy, Process,
Organisation, Technology)
Resource and market based
approach

Financial plan including the real
option model

Project plan

Scoring model

Market and competition monitoring
Project management

Process control tools

Knowledge management toals
Workflow management system
Checklist

Scoring Procedure (scoring model)
Partfolio analysis

Advertising and promotion strategy
Balanced scorecard

Quality management

Sales performance management
Risk and crisis management
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Internal & external growth tools

Risk & crisis management

CRM tools

Total quality management

Balance scorecard

Sales performance measurement
Buy-strateqy

PMI tools (Post Merger Integration)
Scenario analysis (plan B)
Liquidation as part of an exit process
Sale to employees or competitors
Market exit barriers

Integration of new companies into
modular network organizations
(Interface management)

Reputation management and the use
of anti-corruption tools, introduction
of labor law standards,
environmental regulations, corporate
governance

Good corporate citizenship

Interface management for
organizational integration

Figure 12: International market development process and respective tasks and tools (Based on Neubert 2011, p. 57-66)
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The establishment chain by Uppsala model, which indicates that the firms’ first step
to go abroad is to select the closest market geographically and in terms of psychic
distance, usually with an intermediary, and then, to go forward increasing the com-
mitment and transitioning to high-commitment modes, such as wholly-owned sub-
sidiaries (cf. Johanson/Vahlne 2009, p. 1420), is broadly studied and used as a
basis for practitioners and scholars. Additionally, the lean startup approach may
generate valuable benefits in integration with the international entrepreneurship
models, in the context of high technology startups aiming to achieve global markets
(cf. Tanev 2017, p. 14). In light of both, the establishment chain and the lean startup
approach (cf. Neubert 2018, cf. 45-46), the author suggests the international market
development process shown in Figure 12 and explained as follow, highlighting the

expected results when the tasks and tools are properly followed in each step:

a) Step 1 - Evaluation and selection of attractive foreign markets: data from diverse
countries are analysed aiming to obtain a shortlist of most attractive markets,

based on the firm’s competitive advantages (cf. Neubert 2013, p. 179);

a. Result: which markets are attractive? Is the market-entry possible? Which
form of market-entry is chosen? How much is this market-entry likely to

cost and what results can be expected? (cf. Neubert 2011, p. 61);

b) Step 2 — Market preparation: in this step, the preparing for market entry occurs,
by addressing operative matters, such as distributor or staff, location, process,
and products. A financial and business plan are relevant in this point (cf. Neubert
2013, p. 180);

a. Result: the firm’s positioning for the target market is determined and the
team of employees are working on develop a business model and draft a
business plan (cf. Neubert 2011, p. 63);

c) Step 3 — Market entry: the execution of the business plan, depending on the
entry mode selected. Network with both local and potential international custom-
ers is valuable (cf. Neubert 2013, p. 180). A middleman, for instance, may be
beneficial and enable direct and indirect ties, that can facilitate sales (cf. Ovi-
att/McDougall 2005, p. 545);

a. Result: although the processes and the firm are still under structuring, the
core processes are established and should be viable, with positive cus-
tomer’s feedback (cf. Neubert 2011, p. 64);
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d) Step 4 — Market development and growth: this step aims to reach the planned
results in sales and in market positioning, including the establishment and man-

agement of the company’s structure (cf. Neubert 2013, p. 180);

a. Result: the firm is solid, the processes are increased, enabling the growth
in sales, profit, or image. Communication and information processes are

structured and interchanged.

Moreover, the background of the management team, as well as structured foreign
market development and strategy, are also enablers of accelerated internationali-
sation (cf. Neubert 2016, p. 126).

In conclusion, the adoption of the international market development process, allows
firms to identify potential customers on new foreign markets expending less time,
fewer resources and taking fewer risks (cf. Neubert 2013, p. 179). Last but not least,
the process also makes it possible for the firm to enter the diverse markets at the
same time since it is easier to manage and compare each different project (cf. Neu-
bert 2013, p. 179). Therefore, this approach as a market entry mode for startups’
internationalisation appears to be suitable, enabling speed, resources saving, and

lower risks.

2.8 Consulting service design

Service is the application of special knowledge and skills along with actions and
processes, aiming to generate benefits for others (cf. Vargo/Lusch 2004, p. 2). As a
science, service is the field that investigates service systems, which are arrange-
ments of resources gathered dynamically to co-create value. These resources are
crucial since they are pillars and enablers of the service systems, namely: people,
technology, organization, and shared information (cf. Maglio/Spohrer 2007, p. 18-
19). In this way, as an entity created to support nascent startups through providing
physical space, ad hoc services, and moderating the network, environment, and
market forces, the business incubators are philosophically linked with what a service

system is.

Typically, the exchange of competencies in a service system occurs mainly in four
ways: a) information-sharing, often predominant in business consulting; b) work-
sharing, which dominates in outsourcing; c) risk-sharing, predominant in insurance;

and d) goods-sharing, predominant in renting (cf. Maglio/Spohrer 2007, p. 19). In
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this regard, service systems are service-centered oriented, which is defined as a

process that:

a) Recognizes or develops the main competencies of a firm that play a potential

competitive advantage for it;

b) Finds potential customers that may be served and obtains benefits from the com-

petencies;

c) Nurtures customers’ relationships that entail on them the developing of custom-

ized and competitive value propositions, aiming to address their needs;

d) Evaluates the feedback from the market through analysis of performance indi-
cators related to interaction with the customers, aiming to better develop the ser-
vice provided and the success of both customers and the service-centred firm
(cf. Vargo/Lusch 2004, p. 5).

Likewise, a similarity is observed to some extent between this definition and the
approach proposed by lean startup methodology, in which customers interact with
products or services, which obtain feedback and know-how about their behaviours,
preferences, needs, and problems. Further, stating that the service-centred ap-
proach cooperates to learn from customers’ relationships and can adjust to their
necessities, the authors relate this approach to the customer-centric perspective,
emphasizing that firms may offer value propositions gathering and applying their
resources, having in mind that this value is created not only cooperatively and inter-
actively with customers, but always with those as co-creators (cf. Vargo/Lusch 2004,
p. 6; Vargo/Lusch 2007, p. 7).

In fact, there is a strong link between service providers and customer-centric per-
spectives. Thus, a deeper understanding of customers’ difficulties and issues, of
actors involved in key processes, and of daily context can significantly increase the
empathy from the point of view of the customers’ needs, consequently improving
the services provided (cf. Heinonen et al. 2010, p. 545). Moreover, one of the main
fundamentals of the service-centred approach is the high degree of customer
knowledge and relationship as the driver of the interactive nature of value genera-
tion (cf. Lamberti/Paladino 2013, p. 2).
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The foundational premises of service-dominant logic were presented by Vargo and
Lusch in 2004 and revisited by the same authors in 2007, aiming to make the prem-
ises more understandable (cf. Vargo/Lusch 2007, p. 7). The ten premises on the

last version are as follows:
a) The fundamental basis of exchange is service;

b) The fundamental basis of exchange is masked by indirect exchange. This means
that the skills-for-skills nature of exchange is masked by the service chain pro-
cess, in which skilled workers are paid by the service company, rather than by
the customers needing the specialized skill (cf. Vargo/Lusch 2004, p. 8);

c) Goods (durable or not) are distribution mechanisms that provide service through

the value of use;

d) The fundamental sources of competitive advantage are the knowledge and
skills, referred to as operant resources by the authors;

e) All economies are service economies. In both classifications, economic activi-
ties, and economic eras, the exchange of knowledge and skills is a key factor
(cf. Vargo/Lusch 2004, p. 10);

f) Customers always are co-creators of value;
g) The firm can offer value propositions, but not create or deliver them alone;

h) A service-centred perspective is intrinsically oriented to customers and implies

establishing a relationship with them;

i) Each social and economic actor in a network is a resource integrator, generating

a network of networks that create value;

j) Value is individual, experiential, contextual, and a phenomenon settled by the

actor receiving the benefit (e.g.: customer, firm) (cf. Vargo/Lusch 2007, p. 7).

Regarding the integrators of network and relationship cross resources, the service
delivery network concept relates to two or more companies playing the role of
providing connected service experience, from the customers’ point of view (cf. Tax
et al. 2013, p. 454). Therefore, having the customers' perspective is a crucial factor
for making decisions about the design and strategy of service providers, and creat-
ing better relationships with the actors in a network, aiming to deliver a delightful

journey to the customer, is also key action to conquer customers' trust. However,
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for this to successfully occur, it may be necessary that companies develop new

competencies to exploit profitable opportunities (cf. Tax et al. 2013, p. 486).

In addition, to co-create value based on knowledge exchange, the service provider
has to go forward with service innovation, and strive to obtain a clear understanding
of the capacities and demands of its customers, competitors, and its own (cf. Mag-
lio/Spohrer 2007, p. 19). To enable these, strategic tools and techniques are rele-
vant. In this regard, tools and approaches to deeply comprehend customers should
be updated, pursuing methods that enable the firms to place themselves in the real
context of the customers, and have these inputs as a starting point to develop ser-

vices (cf. Heinonen et al. 2010, p. 545).

Given the above, the next subchapter aims to understand the innovative tools and
approaches currently utilized by service firms to exploit customers’ needs and touch-
points. This step is relevant in the present literature review because it will allow to
build a theoretical service design model, an efficient survey instrument for the prac-

tical part, as well as to provide recommendations at the end of this Master’s work.

2.9 Innovative tools and approaches to service design

Successful service companies adopt the ad hoc service development process,
meaning that they plan the process structurally, starting from setting explicit goals,
and moving to brainstorming ideas, building the concept development, designing
the service, drawing a testable prototype, launching the service, and collecting mar-
ket feedback (cf. Bitner et al. 2008, p. 70). Frequently, this process occurs iteratively,
and it is vital to service design the clearly of customers’ process and results along
the time and in each customer touchpoint (cf. Bitner et al. 2008, p. 70). Once again,
a similarity with the lean startup methodology is observed in this point, which is also
one of the motivations to explore agile and innovative tools and approaches to ser-
vice design, aiming to have a theoretical understanding, to finally perform the prac-

tical research.

2.9.1 Service Blueprinting

Service blueprinting is a process framework used to develop new service operations

focused on customers and able to support problem-solving, to find failure points in
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a system service; being visually representative, it is more accurate than verbal ex-

planations (cf. Bitner et al. 2008, p. 71). Moreover, the process framework encom-

passes relevant stakeholders and is easy and simple for them to apply, learn, and

even adapt to fit specific needs (cf. Bitner et al. 2008, p. 71). Typically, a service

blueprint process framework has five key components, as explained below and pre-

sented in Figure 13:

a)

b)

d)

Customers’ actions: these are central to the building of blueprints, since they

influence the value proposition co-created or offered to themselves;

Visible (onstage) contact employee actions: these are separated from the cus-
tomer by the line of interaction, and are played by each face-to-face staff contact,

that generates a key moment on the process;

Invisible (backstage) contact employee actions: divided from frontline contact by
the line of visibility; refers to every contact interaction without visibility, such as
telephone calls, and also any task executed by employees preparing to serve

clients;

Support process: separated from the component before by the internal line of
interaction; refers to the tasks realized by actors who are not employees, but are

important for the service to be delivered;

Physical evidence: each tangible material, interface, or building which customers
have contact may influence their perceptions of the service, for instance, adver-
tising material, website, as well as the office (cf. Bitner et al. 2008, p. 72-73).

Physical
evidence

Customer
actions Line of interaction

Visible contact
employee
actions Line of visibility
Invisible contact
employee
actions Line of internal interaction

Support
processes

Figure 13: Service Blueprint components (based on Bitner et al. 2008, p. 73)

In an ideal situation, blueprints processes are developed by multi-functional teams

involving the customers, thus the first step in the service blueprint process is to

clearly understand the target segment of customers to be considered, gather all
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information about them, subsequently, the starting point is the customer actions
block (cf. Bitner et al. 2008, p. 73). In this regard, one of the main requirements of
service blueprinting effectiveness is market orientation, which means strategically
applying the facts and figures collected about the customers in the blueprint (cf.
Kostopoulos et al. 2012, p. 582). After the customer actions are settled, the next
components’ blocks are both employees’ contact (visible and invisible), followed by
the support process, being the physical evidence usually the last component in-
cluded in the blueprint (cf. Bitner et al. 2008, p. 74).

2.9.2 Customer journey map

The touchpoints’ series entailing every task and event connected to the service de-
livery from the point of view of the customer is called customer journey (cf. Patricio
et al. 2011, p. 182). Rather than plan services based on the firm’s beliefs, through
analysis of touchpoints and journeys, the firm can close the gap and obtain an un-
derstanding of what truly happens from the customer's perspective (cf.
Zomerdijk/Voss 2010, p. 74).

In addition, it can be said that by pursuing a deep comprehension of customers’
touchpoints, experienced decision-makers may implement tactics that nurture ser-
vice innovation, aiming to strengthen customer service interactions through enhanc-
ing the experience at each touchpoint (cf. Rosenbaum et al. 2016, p. 2). However,
although this tool presents benefits whereas supporting to increase the
acknowledge about events and feelings by customers over diverse points of con-
tacts, it is limited in providing a non-integrated service system frame (cf. Patricio et
al. 2011, p. 182).

Nevertheless, the customer journey is still a valuable tool to service design, because
it makes possible to see the decision-making process from the customer’s perspec-
tive (cf. Hamilton et al. 2020, p. 69), thus designing a service system that addresses
the customers’ needs. Not rarely, researchers have overlapped the terms customer
journey and customer experience, as both are intrinsically connected. One refers to
the customer path and their multiple interactions since before the purchase or hiring
of the service, and the other refers to the sensation or knowledge obtained across
this path (cf. Lemon/Verhoef 2016, p. 74; Zomerdijk/Voss 2009, p. 1).
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Additionally, as a decision-making process, the customer journey is also usually
related to the marketing funnel, which to some extent can make sense as well (cf.
Pophal 2021, p. 27; Court et al. 2009). The traditional, linearly drawn buying journey,
starting from brand awareness and ending in loyal customers after a purchase is
the typical marketing funnel analogy. However, this linear process view is not
enough anymore, since the touchpoints and digital channels are numerous and the
customer journey is more complex than the linear funnel indicates (cf. Court et al.
2009). This complexity is bigger in the business-to-business context, due to the
longer decision cycles, with numerous individuals as part of the process, and the
proportionally larger volume of deals (cf. Pal 2018, 53-54).

Regarding the timeline stages of a customer journey map, it can be typically divided
into pre-decision, decision, and post-decision (cf. Hamilton et al. 2020, p. 71), or into
pre-purchase, purchase, and post-purchase (cf. Lemon/Verhoef 2016, p. 75), or
even into four stages, as initial-consideration, active evaluation, closure or pur-
chase, and post-purchase (cf. Court et al. 2009). Therefore, to adjust to the service
design perspective, the timeline may be split as pre-service, service, and post-ser-

vice.

Due to the complexity and specific situation of each industry, there is not only one
usual map to represent the customer journey. However, it is a common understand-
ing by the researchers and practitioners that the first step is to intensively
acknowledge the customers’ behaviours, needs, pains, lifestyle, and tasks, as well
as each touchpoint and channel, both online and offline, onstage and backstage, of
the service to be developed. This is similar to the first step of the service blueprinting

process, which suggests an important link between both tools.

2.9.3 Value proposition map

The customer value proposition is used to communicate how the firm offers value
to customers, and it is not created or even delivered, it is co-created and offered (cf.
Payne et al. 2017, p. 467; Vargo/Lusch 2007, p. 7). In the innovation context, the
customer value proposition is applied to identify new manners to support customers
to solve critical problems (cf. Payne et al. 2017, p. 476), as well as to design prod-
ucts and services that customers truly desire to acquire (cf. Osterwalder et al. 2014,
p. 3). In other words, the experience level combined with the service features plus

the price paid are the key elements that assemble the customer value proposition
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(cf. Zomerdijk/Voss 2009, p. 1).

In practice, especially in agile, innovative, and new businesses aiming to a fast-
growing world, a simple-to-follow tool is broadly used to develop value propositions,
namely the value proposition canvas by Osterwalder et al. (2014). The authors pro-
pose first to explore and empathize with customers, and second, to elucidate how
to generate value for those customers, achieving success when the value proposi-
tion is able to meet the customers attributes identified before, as well as being prof-
itable for the firm (cf. Osterwalder et al. 2014, p. 48-49).

Moreover, some skills are relevant to perform well while working with the value prop-
osition tool, such as entrepreneurial knowledge, design thinking skills, customer em-
pathy, and experimentation skills (cf. Osterwalder et al. 2014, p. 11). Design thinking
is another key tool in the context of innovation and startups, entailing as main steps:
a) the inspiration, when problem and opportunities are explored, b) the ideation,
when the brainstorming to search for solutions occurs, and c) the implementation,
the moment when ideas are developed into prototypes to be tested (cf. Brown 2008,
p. 88-89).

Figure 14 provides an illustration of the value proposition canvas typically used by
marketers and entrepreneurs modelling businesses and shows the relevance of
customer empathy — the first step on the right side of the tool — to delineate the

features of a value proposition, on the left side (cf. Osterwalder et al. 2014, p. 8-9).

Gain Creators

»

Products c 3 Customer

& Services ] . Job(s)

s =
— O m—

Pain Relievers

%

Figure 14: Value proposition canvas (Osterwalder et al. 2014, p. 8-9)
Following the argument of Vargo and Lusch (2007), that value propositions are co-

created with the customer, it is useful to combine the adoption of design thinking

55



tools together with the value proposition, to explore the customer perspective and

experience.

2.9.4 Model canvas for service logic

The business model canvas, from its inception, was developed aiming to be a rea-
sonably simple, suitable, and user-friendly concept, and to make the discussion and
communication about the business easier and more accessible for every individual
involved (cf. Osterwalder et al. 2010, p. 15). Moreover, the roles of the business
model are beyond those cited by Osterwalder et al (2010) and include, for instance,
efficiently communicating the value proposition, finding the market segment, identi-
fying and describing the key actors and materials in the value chain, defining reve-
nue sources and cost structure, and identifying the position of the business within
the market and value network (cf. Chesbrough 2007, p. 13).

In light of both concepts, the business model canvas and the service system design
created around the value proposition co-created with customers, Ojasalo and
Ojasalo (2017) proposed a model focused on modelling service which allows the
creation of service innovation centered on customers. In this model, each block en-
compasses issues from both perspectives, the customer and the service provider,
which is one of the main differences from the traditional business model canvas,
which considers only the business’ point of view. Figure 15 shows the Service Logic
Business Model Canvas with the recommended order to be developed (cf.
Ojasalo/Ojasalo 2017, p. 82):
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Key Partners Key Resources Value Proposition Value Creation Customer’s World
and Desire for
Ideal Value
6th 3rd
Mobilizing Resources Interaction and
and Partners co-production
Tth 8th 2nd 4th 1st
Cost Structure Revenue Streams and Metrics
oth Sth

Figure 15: The Service Logic Business Model Canvas (based on Ojasalo/Ojasalo 2015, p. 321
quoted from: Ojasalo/Ojasalo 2017, 82)

Although suggesting a sequence to develop the model shown in Figure 15, the au-
thors emphasize that this can be adjusted for each different case. Also, it is stated
that the model is iterative and every block should be worked in connection with the
other, as well as should be designed to each customer profile separately (cf.
Ojasalo/Ojasalo 2017, 84-85). In this context, the issues guiding the appropriate
implementation of this model are presented in Table 4 as key questions from the
perspective of both customers and service provider and the focus on each one of

the nine blocks is also explained:
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Block

Key questions from Customers’ perspec-
tive

Key questions from Service Provider per-
spective

Focus on

Customers’
world and
desire for
ideal value

*  Why does the customer buy?

* What kind of benefits does the customer
aspire? (functional, economic, emotional,
social, ethical, symbolic)

e |If there were no limits, what would be the
customer desire for ideal situation and
world?

* How do we get a deep insight and holistic
understanding of customer’s world (con-
text, activities, practices, experiences),
their future strategies, and customer’s cus-
tomers’ world?

Deeply and holistically analysing the cus-
tomers’ life, context, problems, and needs,
as well as the customer’s customers’ in the
b-to-b case.

Value prop-
osition

*  What value is the customer buying?

* What are the elements of customer need-
ing?

*  Which customer’s challenges and prob-
lems need to be solved?

*  What value are we selling?
*  What are the elements of our offering?

*  What is unique in our offering?

Representing what the customer really
gains when the provider offers their service.
It is based on customer insights.

Value crea-
tion

* How does the value emerge in customer’s
practices (also from mental and emotional
experiences)?

* How are customers’ long term benefits ac-
complished?

* How is our offering embedded in the cus-
tomer’s world?

¢ How can we facilitate the customer to
reach their goals?

Understanding how customers use the
value proposition offered and what they do
with it, to achieve their own goals.

Interaction
and co-pro-
duction

+ What are customers’ activities during the
use and different use contexts?

*  What are the customer’s mental models of
interacting with us?

* How can we support customer co-produc-
tion and interaction between us and the
customer?

Customers making use of the service pro-
vider’s resources and taking part in its tasks
as co-creators.

Revenue
streams and
metrics

» For which benefits is the customer really
willing to pay and how?

« What is the financial value that the cus-
tomer gets?

* What are the key performance indicators

* What is our earnings logic and how is our
financial feedback generated?

* How can we apply customer value-based
pricing?

Analysing the financial and non-financial
earnings, which benefits the customer are
disposed to pay for, as well as the KPIs that
check value created to both the service pro-
vider and customers.
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of customer’s business and how are we
folloing them?

*  What else valuable do we get that money?

* What are the key performance metric of
our business success?

Block Key questions from Customers’ perspec- | Key questions from Service Provider per- | Focus on

tive spective
Key re- * What skills and knowledge are required [ « What skills and knowledge do we need? Analysing the tangible and intangible cus-
sources from the customer’s side? tomers resources, to define the service pro-

*  What other customer’s material and imma-
terial resources and tools are required?

* What other material and immaterial re-
sources and tools are required?

vider's core competencies.

Key partners

+ How does the customer experience our
partners?

* What kind of partnerships does the cus-
tomer have and how should they be taken
into account?

* Who are our key partners?
* What are the roles of our partners?

*  What resources do we need from our part-
ners?

*  How do the partners benefit from the coop-
eration?

Analysing the crucial partners directly re-
lated to value creation through company-
customer relationship.

Mobilizing
resources
and partners

* How can the customer utilize and develop
partners and resources?

* How do we coordinate multiparty value
creation?

*  How do we utilize and develop partners
and resources?

Integrating resources and partners, reflect-
ing how they are developed and applied.

Cost struc-
ture

« What costs and other sacrifices are re-
quired from the customer?

¢ What are the costs inherent in our busi-
ness model?

« What are our other sacrifices?

Analysing the financial and non-financial
costs for customers, as well as those re-
lated to the service business model.

Table 4: Key questions and focus on guiding the service logic model canvas (cf. Ojasalo/Ojasalo 2017, 82-84) (own presentation)
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Further, it is recommended to start with a lighter application version, gathering the
team’s knowledge and assumptions, as well as customers’ world information, and
then, later on, after applying service design methods going deep into the customers'
world — such as contextual interview, persona defined, and customer journey map
—, the authors suggest to advance for a more complete version (cf. Ojasalo/Ojasalo
2017, 85), as shown in Figure 16.

The advantages of applying this model to service design are the possibility to obtain
an overview of each key factor related to the service from both the customers’ and
the company’s perspectives. In addition, the chance to define, in a reasonably de-
tailed manner, what is required for each key factor. To conclude, as it can be seen,
this model appears as a suitable tool to development of a service design by high-
technology incubator firms, aiming to provide services to startups going interna-

tional.
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Light application
version of Service
Logic BMC

Information gathering
and development work
with selected service
design methods

- Based on the development
team’s prior knowledge and
preliminary assumptions

- Ideation

- Preliminary identification of
customer profiles

- Mapping of service design
methods used in the process
- Project planning

Full application
version of Service
Logic BMC

- Several service design and
other methods available for in-

w===P! depth information gathering

and service development work
- Eg. ethnography, probes,
contextual interviews,
environmental scanning,
content analysis, delphi,
ideation workshops, design
games, trend cards, personas,
storytelling, futures wheel,
scenarios, service ecology
maps, customer journey maps,
prototypes, socio-drama,
visioning, change paths,
multilevel service design (incl.
service blueprint), role scripts,
etc.

Customer profile 1

Customer profile 2

Customer profile 3

- Based on the in-depth
information gathered and
development work
conducted

- Total business model with
possibly several sub-models
- A full version business
model is developed for each
targeted customer profile

Figure 16: The process of using Service Logic Business Model Canvas (Ojasalo/Ojasalo 2015, p. 846 quoted from: Ojasalo/Ojasalo 2017, 86)
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2.10 Theoretical Service Design Model for the SPG

Based on the previous literature review and the main research question of this Mas-
ter thesis, namely: ‘what model should the SPG adopt to provide consulting services
to Austrian startups in going international aiming to access new markets?’, the pre-
sent chapter aims to draft a theoretical version of a service design model, which
later will be utilized as input and insight in the practical research step. Thereby, the
goal is neither to be exhaustive and nor to be the final model proposed on this Mas-

ter thesis.

As the main reference to develop the theoretical service design model for the SPG,
it is suggested to use the Service Logic Business Model Canvas studied in the pre-

vious subchapter mainly because:

a) The model covers customers’ and service providers’ perspectives, enabling the

creation of a real business model that can perform well in practice;

b) It enables the development of services that indeed offer value to the customer,
through the involvement of them as co-creators;

c) Itis a model that corroborates to innovation on SMEs since it depends on learn-

ing from customers;

d) It efficiently gathers and communicates the main points to be considered when
designing a service, especially those relevant to recommend to the SPG, such
as customers’ needs and insights, value proposition and value creation, as well

as key resources and partners (cf. Ojasalo/Ojasalo 2017, p. 90-91).

Likewise, this model appears as appropriate for both academic and business appli-
cations, since it is well structured and based on service-dominant logic by Vargo
and Lusch (2004; 2007), which are important references on service science, and
also still allows to conduct applicable and practical thinking within the model pro-
posed (cf. Ojasalo/Ojasalo 2017, p. 89). A service-oriented business is not only ser-
vice-centred but essentially customer-oriented and interactive through the relation-
ship with them (cf. Vargo/Lusch 2007, p. 7-8). Even so, a number of firms that pre-
sent themselves as customer-oriented still fail to offer value for clients (cf.
Ojasalo/Ojasalo 2017, p. 90).

Therefore, deep understanding of customers’ need is a vital precedent to the design
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and validation of this model and is a core part of the practical research to be per-
formed in this Master thesis. Moreover, identifying the key resources to a consulting
service model to Austrian startups going cross-border is one of the specific goals of
this master thesis, which encompass as key resources: teams’ and customers’ skills
and knowledge, technological tools, communication channels, as well as partner-

ships.

In addition, this model is in line with the service system context, which defines set-
tings of people, technology, organisations or value proposition, and shared infor-
mation, as dynamic resources enabling the co-creation of value (cf. Maglio/Spohrer
2007, p. 19). On the other hand, but still aligned with the proposed model, the sec-
ond specific goal in this master thesis is to identify the consulting services already
provided by the players supporting internationalisation process in Austria. The play-
ers — or actors, as named by Isenberg (2011) — in a startup ecosystem are partners
and part of a network, and all together strive cooperatively to the same major aim:

supporting startups to grow and thrive.

In this regard, when service providers have diverse capabilities for reaching an ob-
jective, a specialization movement aiming to become even better in what each one
does, typically arises, hence improving then the productivity and profit rates. Indeed,
one of the crucial engines of value creation is specialization (cf. Spohrer/Maglio
2008, p. 243).

Given the above, a proposal of a theoretical service design model for the SPG co-
vers not each one of the nine blocks — or key factors — on Service Logic Business
Model Canvas, but especially those more directly related to achieving the specific

goals on this Master thesis, namely:
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Key factors selected to the theoretical service design model

Block Focus on
| Customers’ Deeply and holistically analyse the
world and customers' life, context, problems, and
desire for ideal needs, as well as the customer's
+ To develop a model for a high-technology value customers in the b-to-b case.
incubator company to adopt and provide Value Represents what the customer really
consulting services to startups in going proposition gain when the provider offers their
international aiming to access new markets. service. It is based on customer insights.

o Identify the key resources to a consulting
service model to startups in going | —
international aiming to access new markets,
according to theoretical research.

Value creation Understanding how customers use the
value proposition offered and what they
do with it, to achieve their own goals.

o ldentify the consulting services already Key resources Analyse the tangible and intangible
provided by the players supporting the customers resources, to define the
internationalisation process in Austria. service provider's core competencies.

Key partners Analyse the crucial partners directly

related to value creation through
company-customer relationship.

Figure 17: Key factors selected to guide the theoretical service design model, based on master the-
sis aims (own presentation)

In such a manner, the factors related to customers’ needs, value proposition and
value creation, are established as the first steps on the model, and the key re-
sources and partners are to be approached later, as well as the other three factors
included, namely key activities, channels, and key performance indicators. Figure

18 depicts the theoretical service design model proposed:

Theoretical Service Design Model for SPG

Customers’ needs Value proposition Value creation Key resources

N AN AN AN

Key partners Key activities Channels KPls

\

Each one from the Customers’ and Partners’ perspective

L\ AN AN AN

N

Figure 18: Theoretical Service Design Model for SPG (own presentation)
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To clarify is important to mention that each one of these eight factors should be
exploited from both the customers’ and partners’ viewpoints, and these points of
view are investigated mainly on the practical research phase of the present Master

thesis.

e Customers’ needs: starting from deeply understanding the customers’ difficul-
ties, problems, and needs, through interview sessions during the practical re-
search, as well as in daily business life interactions. As mentioned, the practical
research aims to investigate this factor from the points of view of customers and
partners’ institutions, which allows to obtain insightful inputs to proceed. It is em-
phasized that interviewees are Internationalisation Experts working in service
providers institutions (partners), or Heads of startups already internationalised

(customers);

e Value proposition: through the interviews, an investigation about the gains ex-
pected from a service will be executed. The interviews will be used as tools to
empathize with customers, obtain inspiration from their problems, as well as to
comprehend the value proposition offered by the partners, and collect their per-

ceptions about this factor;

e Value creation: to assess what customers do with the value proposition offered,
and how they use this value to achieve the goal of going to a foreign market.
This is investigated by interviews and from daily interaction and relationships

with customers;

e Key resources: the key resources needed to provide the service will be analyzed
through the interviews. Thus, the properly exploitation of this factor on interviews
sessions should have as an outcome a complete list of tangible and intangible
resources needed to provide the service. These resources should concern: skills
and knowledge, technological tools, communication channels, and other neces-
sary resources emerging during the interviews, always from both the customers’

and the partners’ experiences and perspectives;

e Key partners: analyze the partners’ service and their key partners which are di-
rectly linked to the value creation to startups going international. In this regard,
important questions might be: what they offer and do not offer, which key re-
sources do they use, which generated benefits are directly dependent on part-

ners;
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Key activities: on a traditional business model canvas, this block represents one
of the most relevant tasks a firm must undertake to enable the business model,
such as production, problem-solving, platform and networking (cf. Osterwalder
et al. 2010, p. 36-37). However, on a service design logic, instead of finding
customers’ tasks in which the provider firm can integrate and make an offer, the
focus is on finding what customers desire to reach and how they use the service
to reach these goals, representing these on blocks ‘value creation’ and ‘interac-
tion and co-production’ (cf. Ojasalo/Ojasalo 2017, p. 84). On the theoretical ser-
vice design model for the SPG the block ‘key activities’ is used, pointing out that
the activities are defined based on properly identification of customer needs,
value proposition, and value creation. In addition, the ‘key activities’ block covers
the four steps on the international market development process by Neubert
(2011);

Channels: communication channels are expected to emerge from the key re-
sources analysis. However, this factor deserves a specific block on this theoret-
ical service design model since they are customers’ touchpoints performing crit-
ical roles such as awareness, evaluation, acquisition, delivery, and customer
support (cf. Osterwalder et al. 2010, p. 27). In such a manner, this factor aims to
understand the channels used by both customers and partners, how they use

them, and for which goals;

Key Performance Indicators: on the service logic business model canvas by
Ojasalo and Ojasalo (2017), the key performance indicators are included on the
‘revenue streams and metrics’ block. Key performance indicators, or KPIs, are
metrics that measure numerically the system or processes performance of a firm
(cf. Meier et al. 2013, p. 102). Therefore, this factor aims to identify the KPIs of
customers and partners related to the internationalisation process, to then sug-

gest KPIs for the SPG to measure their performance on this service.

Given the above, as stated before, this theoretical service design model is used to

conduct the practical research, at least to some extent, employing the key factors

selected as guides to the interviews and survey instrument, as well as other key

factors directly related to startups and the studied models for accelerated interna-

tionalisation.
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2.11 Key Findings of the Theoretical part

Startups in this master thesis are defined as companies a) younger than ten years,
b) innovative in product, service, technology, or business model, and, c) aiming to
scale by the number of employees and/or market operated in and/or sales growth
(cf. Mauer/Steigertahl 2018, p. 7; Leitner et al. 2021, p. 7). Still, there are different
perspectives to analyse the startups’ stage of development, however, a common
factor that appears in each definition of developmental stages is that when in tran-
sition from growth or late-stage to maturity, establishing or exit-stage, the propulsion
and speed of market growth is a key aspect of the startup's development.

In this regard, some motors work as accelerators to the growth of startups, but the
vital strategies are from the inception modelling the business for a market bigger
enough to allow the growth, as well as interact and iterate with early adopters’ cus-
tomers (cf. Ries 2011, p. 211; Blank 2014, p. 2). However, the startups face some
challenges to grow. The main findings are related to entrepreneurial mindset, inter-
national background, leadership and resource management skills, unfriendly-busi-

ness ecosystem, and access to capital.

Indeed, the entrepreneurship ecosystem should be managed in a harmonized way
to enhance and facilitate the development of factors such as policy initiatives, ac-
cess to financial capital, a culture that breathes successful and failure stories about
local startups, support infrastructure (e.g.: incubators, accelerators, science parks,
utilities), human capital, and a network connecting the actors on the market. The
successful orchestration of these factors in an ecosystem to some extent influences

the startups’ success (cf. Isenberg 2011, p. 11).

Further, about the SMEs internationalisation models studied, it is possible to identify
a quasi-invisible line linking the network model, knowledge-based model, the speed
international entrepreneurship approach, and the international market development
process as entry mode, with the lean startup methodology broadly adopted by the
startups. An established network and constant networking attitudes, intensive
knowledge, and constant development of the market and international skills, as well
as speed and agile methodologies, are the key factors identified in the literature
review and will be exploited in the practical part through the qualitative research.
Moreover, the international market development process as a mode of entry ap-

pears to be a properly approach for startups’ internationalisation, enabling speed,
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resources saving, and lower risks.

Last but not least, the study of the service system allows identifying tools to design
services in an innovative and agile context, as it is in the entrepreneurship ecosys-
tem context of which business incubators as the SPG is part. As a result, the im-
portance of deeply understanding the customer perspective before starting the ser-
vice design became clearer, which influences the decision of including Austrian
startups that already are internationalised in the target group of the practical re-

search.

Finally, the Service Logic Business Model Canvas appears as an appropriate tool
to design a service for Austrian startups going international, and to deliver through
the tool, valuable inputs based on customers’ and partners’ perspectives, as ex-
plained in the previous subchapter, in which the key factors were selected and a
theoretical, preliminary service design model was proposed to guide the next steps

of the practical research.
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3. Practical Research

This section presents the practical research, starting from the commissioning com-
pany presentation. The detailed research design is in the Appendix, covering the
methodology, sample selection, and survey instrument, as well as the evaluation of
the results realized with the MAXQDA tool. The outcomes reached and analyzed
are utilized to make adjustments on the model and to generate recommendations

for the Science Park Graz.

3.1 Company presentation

The commissioning company in this master’'s thesis is the Science Park Graz
GmbH, or SPG. SPG is a reference Business Incubator of the Austrian AplusB
startup network and is the manager of the Business Incubation Centre of the Euro-
pean Space Agency in Austria (ESA BIC Austria). Since 2002, Science Park Graz
is driving force for the development of successful startups from the academic world.
The Science Park Graz (SPG) is a key partner for 200 start-ups and entrepreneurial
projects in Graz and Styria, providing coaching, access to business and technical
networks, funding, and office accommodation (cf. Science Park Graz 2021).

The Science Park Graz is a heritage from academic institutions, which are the cur-
rent shareholders of the company: TU Graz University of Technology, Medical Uni-
versity of Graz, and the University of Graz. The AplusB start-up network is an incu-
bator network founded in 2002, by the Federal Ministry for Transport, Innovation
and Technology, which counts with five incubators around Austria, aiming to bridges
the gap between Academia and Business. The five incubators composing this net-
work strive to support technology-based startups emerging from academia (cf. Sci-
ence Park Graz 2021).

The European Space Agency, or ESA Space Solutions, is an agency dedicated to
supportinnovation business ideas related to space. Their aim is to assist businesses
in Europe in developing satellite applications and space technology. The ESA
Space Solutions Business Incubation Centre for Austria and Southeast Europe is
business and innovation space-oriented, serving from a natural person or team to

companies, to develop with space business ideas (cf. Science Park Graz 2021).

Science Park Graz is the manager and coordinator of ESA BIC Austria since 2016,

and has provided support for about 50 start-ups, providing:
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* Pre-incubation programme: to test and validate business ideas and prepare a

knowledgeable generation of entrepreneurs

* ESA Business incubation programme: to get products and services to the market,

including funding, brand and network integration
* ESA Spark Funding Austria: to accelerate the commercialisation path

» Access to space technology and exploration of business cases using space (cf.
Science Park Graz 2021).

Therefore, the Science Park Graz acts on two main fronts or programs: as a high-
tech incubator part of the AplusB network, and as a space tech incubator conducting
technologies from space to other industries, part of ESA Space Solutions Austria

Centre.

As a co-working space that also organizes a schedule to add value for the startups,
an incubator can provide events and networking to connect mentors, founders, and
other business contacts. A plan with workshops and speakers is frequently offered

to discuss important topics for the members in an incubator (cf. Friel/\VVukotich 2018,
p. 2).
Science Park Graz counts with an extensive list of mentors and partnerships in ac-

ademia and industries, regional and international, which enable them to expand the

support provided and potential skills (cf. Science Park Graz 2021).

3.2 Research Design

As mentioned at the beginning of this chapter, the detailed research design is in the
Appendix. Aiming to recap the master’s thesis goals and especially the practical
research goal, the information requirement guiding the qualitative research is elab-

orated.
Information requirement

The main goal of this research is to develop a model for a high-technology incubator
company to adopt and provide consulting services to startups in going international
aiming to access new markets. High-technology incubators such as the Science
Park Graz have a goal shared with other key players in the business ecosystem: to
support the national companies to grow and thrive. With this objective in mind, the

SPG wishes to identify which are the supports those other players provide, and what
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service design model the SPG should adopt aiming to support startups going inter-
national. Therefore, the information requirement of this practical research is to ana-
lyse the needs of Austrian startups growing cross-borders that could be addressed

by the SPG’s service model.

3.3 Findings in the Qualitative Research

The semi-structured individual interviews were realized between February and

March 2022, in which were approached a total of

a) 12 Experts in Austrian institutions that “provide information, advice, and support

for businesses and individual members regarding internationalisation”; and

b) 29 Heads of Austrian startups doing business cross-borders. The initial goal was
to achieve the sample selection of 15 participants for the individual interviews. How-
ever, the 14 reached interviewees gather enough inputs and elements to obtain the
information requirement: analyze the needs of Austrian startups growing cross-bor-

ders that could be addressed by the SPG’s service model.

The survey instrument was built based on the key findings of theoretical research,
covering the key factors of the theoretical service design model, and the matters
related to network, market knowledge, and speed of internationalisation. It has
around 11 main questions with respective control questions, divided into two guide-
lines. First, the semi-structured guideline for interviewing the experts working in Aus-
trian institutions was divided into three categories: service provided, key resources,
and closing questions. In total, this instrument was utilized as a guide for interview-
ing 6 Experts, being the first one used as a “test”, and not considered in the final
analysis. Second, the instrument that guides the Heads of startups' interviews also
had three categories, however namely: startups’ key resources needed, services
providers, and closing questions. Then, a sum of 8 Austrian startups was inter-

viewed.
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As described, the 14 (fourteen) interviews took place from 23 of February to the
24" of March via MS Teams. Each interview lasted around 40 minutes, depending
on the interviewee openness and time willing. The interviewees names are kept
anonymous, however, the institutions’ and startups’ names, as well as the positions,

are presented on Table 5 and 6:

Interviewee Institutions Position

Interview O: ICS Internationalisier- Senior Project Manager

Guidelines' test ungscenter Steiermark

Interview 1 SFG Styrian Business Promo- | Project Manager Location Development
tion Agency & Site Management, Internationalisation
Interview 3 ICS Internationalisier- Managing Director

ungscenter Steiermark

Interview 4 Enterprise Europe Network | Project Manager
Austria & SFG
Interview 6 Austrian Federal Economic | Head of Startup-Services

Chamber - WKO

Interview 8 SFG Styrian Business Promo- | International Innovation and R&D&I
tion Agency funding expert
Table 5: Consulting Experts in Internationalisation: interviewees in Austrian institutions (own
presentation)
Interviewee Startups Position Industry
Interview 2 Aeroficial Intelligence CEO SaaS (Software as a
Service)
Interview 5 App Radar Head of Growth SaaS
Interview 7 Schrott 24 Head of Product Trade Metal/
Digital/Circular eco-
nomy
Interview 9 Robotic Eyes Founder & CEO SaaS & Hardware
Interview 10 eMentalist.ai Managing Partner SaaS
Interview 11 Seasy CEO SaaS
Interview 12 medaia CEO App in healthcare
Interview 13 Blackshark Researcher Manager | SaaS

Table 6: Heads of Startups: interviewees in Austrian startups (own presentation)

The interviews were recorded and transcribed as a means to analyze the results in
the MAXQDA software. A code system was created aiming to explore the perspec-
tives of the interviewed experts on the key factors selected to be part of the ‘theo-

retical service design model for the SPG’, as well as the other identified key factors,
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namely networking, intensive knowledge about the market, speed and agile ap-

proach (lean startup). In this way, the results are presented in the next sub-section.

3.3.1 Internationalisation Services Provided by Austrian Institutions

First of all, in order to identifying the services provided by the institutions supporting
internationalisation process in Austria, it was asked for the Experts to talk about the
services they offer for startups going abroad. The answers highlighted that the insti-

tutions provide services concerning:

a) general and specific advice - in various topics and formats such as one-on-one,

workshops, seminars, programs;

b) access to funding and grants - especially the SFG and the ‘go-international’ pro-

gram, in which ICS can advise the process; and

¢) networking and connections - mainly by the Advantage Austria offices around the
world, the Enterprise Europe Network, and by business travels for international con-

ferences. Some interviewees’ statements sustain it:

“What we do here in Austria is actually, all we can do is prepare them to be ready
to go abroad, to be strong enough, to have enough money, to have enough exper-
tise in house, language, technical expertise, financial resources to cooperate” (In-

terviewee 8).

‘I suppose we don't have just one service we offer. It's a range of services from
access to finance, partners search, intellectual property, supporting them with taking
part in foreign trade fairs, getting involved in information events or B2B matchmak-

ing events” (Interviewee 4).

Further, the four steps of the international market development process by Neubert
(2011), explored in the sub-section ‘Market entry modes’ on theoretical research,
were exploited in the forward questions. Questioned about the first step, ‘evaluation
and selection’ of the market, only one of the institutions stated that directly provides
support on this. It is the Austrian Federal Economic Chamber (Interviewee 6),
through the program called Born Global Academy, and with some markets selected,

through the offices of Advantage Austria Services Centers around the world. The
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other institutions stated that do not provide ‘evaluation and selection’ services di-

rectly, and that this step should be executed by the startup.

“(...) there are tools you can use. You can, for instance, what you do is usually you
try to analyze your competition, not the nationals but international. And then you try
to figure out where they are active, in which markets and then you can analyze it
and see okay, how much traffic to their websites generate from specific geographic
regions. And if you see out of the 10 top competitors, each are in a specific market,
this can be like kind of indication for you that there's potential. Okay? So, there are

some approaches how you can evaluate it” (Interviewee 6).

Then, moving forward to the second and third steps on the international market de-
velopment process, namely respectively ‘preparation’ and ‘market entry’, the SFG’s
Experts stated that do not provide support in these topics directly, since the ICS is
the partner in Styria responsible to provide consulting and information about export
for firms. Still, it can be said the SFG support both steps through the funding pro-
vided.

“There anything around information and consulting is operated by ICS. What we
can, of course, handle with Welt Mark program is when the companies have an
external consultant who helps also on topics. This can be supported, but | am not
advising the companies in Italy to do this, do that. That SFG doesn't make” (Inter-

viewee 1).

“Well, we do not have a distinct service that goes directly to this exact point. But
what we do in principle is, we help SMEs or startups to define their market in gen-
eral. And, but not specifically focused on foreign markets. Because that would be,
for that you would have to know a lot about a specific market. And this expertise

definitely is not here” (Interviewee 8).

For the third step, ‘growth and development’, ICS highlight the importance of the
firm be able to develop the business without need external support, even so the
network connections with the Trade Commissioners in the target market is still avail-
able for the startup. The interviewee 4, as an Expert of both Enterprise Europe Net-
work (EEN) and the SFG, stated that in this phase, the support provided can be

related to network by the EEN. As well as the WKO interviewee that also emphasize
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the network factor by means of the Advantage Austria services centers worldwide,

which can be employed for it, in some extent.

“(...) you know, it's like a baby. And then, a kid at the given moment, you have to be
able to walk yourself. | mean, this is really one of our main objectives. Not to support
them, and to accompany them the entire way along. It should be a push from our
side, but they have to be able to survive themselves. Otherwise, they are not...They
will anyway not survive on the market. So, what is open for them all the way long is
having contact with the Trade Commissioner in that particular country, to ask here
for support they can ask us to do individual advice, but at a given moment, that's it”

(Interviewee 3).

Figure 20 is a summary in order to obtain an overview of the services provided by

the institutions concerning the International Market Development process:
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STEP 1:

Evaluation & Selection

STEP 2:

Preparation

STEP 3:

Market entry

STEP 4:

Growth & Development

/ ADVANTAGE
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9 Born Global Academy ) SFG )) ) SFG )) gnt[%rpnse
5 MEUIES DENKEM, NEUES FORDERN NEVES DEREER WELEs FoRpER net\.vgerk
= enterprise g“rg&"se
U,, ﬁgﬁeﬁ( network / ﬁBg—?g;ﬁE
=
— ADVANTAGE /ﬂ ADVANTAGE
AUSTRIA &a= AUSTRIA ™=
» The program Born Global ICS.: provide fun_ds and grants, ICS: provide funds and grants, - ICS, EEN, and Advantage
(] Academy provides evaluation advice, networking, and export advice, networking, and export Austria can support firms’
L and selection support, through know-how. know-how. growth and development
9 running some models, SFG: provide funding SFG: provide funding indirectly, by means of network
> statistics, and analytics tools. programs. programs. connections.
O - The Advantage Austria Service EEN: provide network and EEN: provide network and
o Center, with offices around the connections in the target connections in the target
Q. world, supports achieving market. market.
6 specific data or knowledge Advantage Austria: provide Advantage Austria: provide
— about the selected markets. information, market knowledge, information, market knowledge,
z and network_wiih companies and network with companies
L and embassies on the target and embassies on the target
w market. market.

Figure 19: Services provided by Institutions along with the International market development process (own presentation)
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Concerning the partners' players in Austria that the Experts consider as crucial for
the internationalisation role, is possible to see that every Expert contemplates each
other institutions as key partners. Then, for instance, ICS’s Experts mentioned the
SFG, Advantage Austria and Austrian Federal Economic Chamber, Enterprise Eu-
rope Network, and so forth. However, the interviewees are not limited to those part-
ners. Further players mentioned were the Austria Control Bank (OeKB), the Asso-
ciation of Industrialists, the Austrian Research Promotion Agency (FFG), universi-
ties, science parks, thematic clusters, the Austrian Patent Office, as well as the ‘go-
international’ program from Advantage Austria, and a consulting company called
‘weGrow’, hired by the Born Global Academy program. Moreover, it was highlighted
that every Advantage Austria office in every country, has its own key partners, pri-

vate consultants, and network.

“And there are also private consultants who for instance, if someone wants to ex-
pand, let's say Vietnam, we can then recommend them to the startup could talk to
this and this, because they are specialized in this region and they can help you.
There's a pool of consultants, the external we have as well, which we can share”

(Interviewee 6).

In fact, a relevant factor to deeply understand in the process of service modeling is
the value proposition and value creation. Thus, understanding what the customers
really gain and what they do with this to reach their goals. For this reason, the Ex-
perts were asked about ‘what is the main benefit do they offer to the entrepreneur?’,
or, in other words, ‘what is the value proposition they are offering?’. To clarify is
important to emphasize the answers were from the Experts’ perspectives, not nec-
essarily are the official value proposition of each institution. The following sentences

are paraphrases of their answers, in order to simplify this topic:

Interviewee 1 - SFG Lower risks for young companies, through saving money.

Interviewee 3 - ICS The only one in Styria offering funds and grants, advice, network-
ing, and export academy. The place where Styrian businesses
find support.

Interviewee 4 — EEN & SFG | One stop shop when startup thinking in business development,
with the advantage to be neutral.

Interviewee 6 — WKO The strongest global network a Chamber of Commerce can pro-
vide to companies.
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Interviewee 8 — SFG The only organisation in Styria that can provide services as well

as financial support, being neutral, without interesting in partak-

ing the company.

Table 7: Main benefits offered by the institutions for the startups, by the point of view of each Ex-
pert (own presentation)

Further, the Experts were asked about how they measure the performance related to the
internationalisation services, and afterward, what are the key resources they need to pro-
vide these services for startups, and which communication channels they utilize to reach
and be in contact with them. It seems that as more specialized in startups the institution or
the Expert interviewed is, as more focused on qualitative performance, technological tools
as key resources, and investment in close relationships as communication channels. For
instance, the interviewee 6 is dedicated to serve startups in the WKO structure, and the
answers of this participant indicate it. On the other hand, the interviewee 8, Expert working
for the SFG, stated that:

“Our channels are focusing on our companies in Styria. We don't have a specific

startup focused channel” (Interviewee 8).

Table 8 presents an overview of the elements mentioned by the interviewees re-

garding the key performance indicators, the key resources, and the communication

channels.
Institution | Indicators Key resources Communication channels
Interview- Number of projects * Knowing about and be | Twitter, LinkedIn, Facebook,
ees 1,4 supported; Number of a partner of ICS, SFG, Newsletter, Mailings to in-
and 8 - companies they have and the ‘go-interna- form about events, Website,
SFG talked tional’ program phone, email, face-to-face
*  Practical thinking meetings, MS Teams, ad-
« Listening and putting vertisements in hewspapers,
different information events.
together
* Be able to structure in-
formation and ideas
*  Business model can-
vas
*  Some know-how in the
value chain and fi-
nancing
Inter- Total customers + Experience and deep Newsletter, webpage, Face-
viewee 3 - reached,; knowledge of Exports book, LinkedIn, regional
ICS + Law newspapers, interviews on
» Transportation radio or TV, communication
knowledge by the partners, direct mail

78




New customers; New
to export; New to mar-
ket; Events; B2B
meetings;

Number of firms at-
tending programs;
Travel; Contracts;
Success stories; Rec-
ommendation rate;
Opportunities and
trends: focus markets

Supply chain manage-
ment

Taxes

Network abroad

Inter- Partnership achieve- Openness to new Website and email
viewee 4 - ments; Number of lo- ideas and innovation
EEN cal companies con- Enquiring mind
nected with external Be able to grasp new
companies ideas
Good communication
Good interpersonal
skills
Flexibility
Inter- Satisfaction of cus- Video conference tools | Institution: Email, social me-
viewee 6 - | tomers about pro- Meet up schedule dia.
WKO grams and events by tools linked with a

using Net Promoter
Score

CRM

CRM

Good analytics

Good database

Event registration
Landing pages
Smartphone and apps
Message apps groups

Interviewee: one-on-one
meetings by ‘Open office
hours’ up to 40 minutes es-
pecially for startups, Slack
channels, Facebook groups,
WhatsApp groups, close
thematic groups, monthly
‘Startup Live Sparring’ invit-
ing an Expert to talk with 5-
10 startups

Table 8: Overview of the KPIs, Key Resources, and Communication channels mentioned by the

Experts (own presentation)

To illustrate, the interviewee 6 mentioned strategies applied to collect contacts of

startups and be in close contact with them, as well as investments in machine learn-

ing approach to better understand the customers and be able to personalize the

services provided.

“(...) We need to meet up schedule and tools. We need a CRM. Usually all these

are connected, so someone books an open office hours, then it's directly goes into

the our CRM. We capture the meeting, the topics, and then we can also send auto-

mated emails in future or start to run different campaigns (...) So, we need good

CRM, we need good analytics, database, we need video conferencing as middle
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scheduling. (...) And what we're now working on is understanding our target cus-
tomer much more on based on data. So, we use like different machine learning
approaches, you know, to customize ourselves and this is something we're how
trying and running, where we're starting pilots. Other chatbots are used in some

areas, particularly like questions” (Interviewee 6).

In addition, interviewee 4 highlighted soft skills as key resources, and stated that
usually, customers do not search for specific services, it follows that, the importance

of the mentioned soft skills.

Finally, when asked in their perspectives, which needs from Austrian startups going
abroad could be provided by a high-tech incubator, three of the five interviewees
mentioned networks, whether facilitating access to potential investors or partners

institutions worldwide or either finding the right person to approach.

Other topics mentioned to answer this question were:

e Provide general market information

e Coaching for training entrepreneurs in matters of business, marketing, and sales

e Broader pool of experts, with international mentors’ experts in the different tech-
nologies and branches of the startups incubated, and from different areas such

as public, private, science, university, etc.
¢ International experts investing time within the startups
e Support to legal prerequisites, certifications, standards

e Support the scaling up process, ensuring the startups can scale healthy, and
that the plans of going abroad are solid and manageable

Interviewee 6 raised the complexity behind the high-tech term, since it is broad and
unspecific, and for this reason, the participant emphasized the importance to have

a good mix of experts.

“(...) it's pretty the worst when it comes to high tech, then you always need experts,
real experts, national, international experts who can service these startups. So, if
you have like 10 different sub-verticals within high tech, you need a network of really
good mentors’ experts that can provide knowledge to these startups, and in some

areas here we have experts, in some areas where we haven't’ (Interviewee 6).
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Interviewee 3 stated have never thought about it and has not provided an answer to

this question.

In general, it seems market knowledge and network are important factors from the
perspective of Experts interviewed. It can be said that general companies in Austria
and Styria are well served in terms of funding, networking, market and export

knowledge, as can be observed in Figure 19.

However, for a suitable conclusion in terms of practical research findings, it is rele-
vant to analyze the customers’ perspective, in this research represented as the
Heads of startups doing business cross-borders. The next sub-section is dedicated

to this analysis.

3.3.2 Experience and needs of Austrian startups doing business cross-borders

To establish a paralel with the international market development process by Neubert
(2011) studied in the theoretical research, in the same way as was realized in
previous sub-section analysis, it was asked for the startups tell how was the
internationalisation process. Obtaining the answer for this question, it was possible
to perceive that every one of the eight interviewees’ startups are born globals. This
means that are young firms quickly engaged in selling abroad via exportation (cf.
Neubert 2017, p. 17), or via closing deals, when selling services or software. At this
point, is relevant to emphasize that all the startups interviewed are providers of ser-
vices, applications (app), or software as a service (also called SaaS), as can be
observed in Table 6. This was not intentional by the sample selection criteria. How-
ever, although several Austrian startups in ‘hardware’ and ‘food and beverage' in-
dustries have been approached, it happened that especially those ‘services and
software’ industries have accepted the invitation to collaborate on this research.
Some statements that sustain the fast approach to doing business cross-borders

are:

“I'm basically starting from the internationalization perspective. It has been from the
beginning on a company that was driven to act globally, because we are in the aer-
ospace market or in the aviation market and therefore it is very hard to live only from

the regional market” (Interviewee 2).
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“So, Schrott24, has been international quite quickly. But it started off with expanding
in Germany. So, it was quite a natural evolution to go from Austria to Germany. {(...)
But we have this year started expanding, into Spain as well in South America” (In-

terviewee 7).

“This is a somewhat comical question to us because we have always been interna-

tional. So, we didn't start it. We did it from the get go” (Interviewee 9).

Statements such as the ones mentioned above, emphasizing the 'speed of interna-
tionalisation' factor, emerged from each interviewee, what followed for the next
questions: how was the process of market evaluation and selection, preparation,

market entry, and finally, the growth and development into the market abroad?

Figure 20 presents the overview of this process for every startup interviewed, ap-

plied to the international market development process.
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HOW WAS EACH STEP?

STEP 1:

Evaluation & Selection

Aeroficial Intelligence: based on
network, evaluating the market where
they have the main customers. Then later,
by realizing potential customers' analysis
and still reaching the customers through
networking and strategic relationship.
AppRadar: marketing based on Search
Engine Optimization (SEOQ) sirategy
ranking to the website and contents
created in English since always. The SEOQ
strategy quickly attracted countries such
as USA, UK, and Australia. DACH region
was also from beginning a market,
however by the personal network.
Schrott24: driven network and market
knowledge — similarity of the German
market with the Austrian market, and to
Spain through employees born and living
there.

Robotic Eyes: based on network, driven
by partners and distributors, and the
decision is made by analysis of the
potential market, technology maturity and
effort demanded to fullill the market
requirements.

eMentalist.ai: based on the network as
well as market similarity, starting in the
DACH region. Later by language
knowledge and also by networking, such
as Italy and UK.

Seasy: based on analysis of business
potential, market size, bariers to enter,
how established the competitors are, and
network.

Medaia: driven by performance marketing
analysis. Searching in which countries the
keywords related to the business (skin
cancer) are more searched.

Blackshark: the USA was selecled
because s a spin-off of an
internationalized startup that had as its
first customer a MNorth American big
company, besides the C-level's market
knowledge and vision

STEP 2:

Preparation

Aeroficial Intelligence: deeply
understanding of the potential customers
and their goals, to approach them
whether the solution fit the customers’
needs. Does not expend much time on
general ecosystem analysis.

AppRadar: special attention to research
and understanding legal topics (terms of
services, agreements, contract law), as
well as monetization and finance topics
(currency, payment methods, bank
system).

Schrott24: intensive research in house,
aiming to document the knowledge and
process, by building their own playbooks
about internationalization and the target
markets.

Robotic Eyes: analysis of the market,
economic, technological, legal, social
and cultural situation

eMentalist.ai: understanding the legal
aspects, such as contract law,
prerequisites, regulations for data
mining, data protection, usage of data.
Seasy: going to the market to talk with
potential customers. Supported by WKO
to receive market intelligence analysis,
obtain networking, and grants and
subsidies.

Medaia: creating marketing content and
ads in the language of the target market,
hiring native freelancers with know-how
in marketing to check the copies in the
local language.

Blackshark: one of the Founders is
dedicated to acquiring more knowledge
about the market and running the
business in the target market, using their
reliable network.

STEP 3:
Market entry

Aeroficial Intelligence: from the start
moment, the business model was
developed to go international. The
market entry was the business model
roll-gut,

AppRadar: business model rolled out
international, with the English website as
the basis to altract, operate and do
business.

Schrott24: contacting Accountant in the
target market to support making
decisions and handle aspects such as
fax.

Robotic Eyes: the business model was
developed for the international market,
and considering finding a partner with
domain and market knowledge as a key
factor in entering into a new market.
eMentalist.ai: with a relationship and
network established, and the legal
aspects  enlightened, the  entry
proceeded well.

Seasy: hiring local people to work as
freelancers (resource-saving), obtaining
the advantage of having people that
know the culture, the market, and how to
operate a business in the target market.
Medaia: for B2C, by investing in Ads in
app stores and Google. For B2B, by
establishing a formal partnership with
Business development agencies or
Sales representatives.

Blackshark: after the first customer was
from the USA, as well as the whole
investment coming from US' venture
capital, an office for Sales was
established in this market,

STEP 4:

Growth & Development

Aeroficial Intelligence: for this segment, the
way to grow in a specific market is by up-
selling or creating new products to sell to the
same customers, since the customers are
too big and not numerous in the same
market.

AppRadar: growth is not focusing on a
specific market but on the AppRadar
customers’ basis and retention. Growth team
waorking on increasing engagement of clients
with the product, extending the Customer
Lifetime Value.

Schrott24: constantly executing market
research to learn more about the market and
new segments to grow. Internal Growth team
working to find segments and opportunities.
Robotic Eyes: trying to grow slowly and
organically, since scaling up demands a
great deal of capital, and the geopolitical
situation at the moment is not favorable for it.
eMentalist.ai: establishing an office, having
an address, and have a person on the
market, participating in network events.
Seasy: as a two-sided markelplace business
model, growth is related to an increase in the
number of customers on both sides, marinas
and harbors, and people looking for a boat.
Medaia: for B2C, by searching the
competitors and which keywords they are
using. Investing in Ads with those keywords,
and the Customer Acquisition Costs must be
positive, For B2B, by searching in the whaole
ecosystem, where there is a need for the
medaia's solution. Approaching the big
players knowing them better.

Blackshark: inbound marketing tasks are
driving the funnel and the opportunities
pipeline. The growth strategy is still not clear.

Figure 20: Startups’ experiences in each step - International market development process (own presentation)
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As can be seen, every step is performed in diverse ways by each startup. A similarity
observed is that both, the network and market knowledge, appears as important
factors in ‘evaluation and selection’ of the market for 6 of the 8 startups, namely
Aeroficial Intelligence, Schrott24, Robotic Eyes, eMentalist.ai, Seasy, and Black-
shark. The other 2 startups are based on digital marketing performance, implement-
ing the potential of Search Engine Optimization and keywords to discover prospec-

tive markets.

Moving forward to the ‘preparation’ step, research of the market or the customer
was involved in a certain way for every startup interviewed. It seems that executing
research is relevant to increasing reliability in the decision before entry. This argu-

ment is sustained by the Interviewee 2 statement:

“(...) to have that client interested in your product and after you have a significant
interest created by the client, that you then do your research on that specific market.

Because otherwise, there would be a lot of waste” (Interviewee 2).

“We have our own internal kind of playbook that we applied when researching and

trying to understand how we would develop the market” (interviewee 7).

Further, analyzing the ‘market entry’ step, as all the startups are from the start look-
ing for an international market, it can be observed that the market entry implied the
business model piloting. This observation is supported by the Interviewee 11 expla-

nation:

“So, from the beginning on, we develop our products in Austria and then move to
the target countries, like, for example, Croatia. So Croatian was our first country.
Immediately, we saw, we need to be there more physically present, in the beginning”

(Interviewee 11).

The ‘growth and development’ step is managed in different manners by the startups.
A similarity is found in 4 of them — Aeroficial Intelligence, AppRadar, Seasy, and
Medaia — in which is focus on increase the customers’ base. Between those 4, there
is 2 that clearly expressed the Customer Lifetime Value as crucial metric to grow
and develop the business. These two are Aeroficial Intelligence and AppRadar.
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In addition, the following question was about the main problems and difficult the

startups have faced when selling for market abroad. Analyzing the answers, is pos-

sible to see that most of the issues are related to lack of market knowledge, as

presented in Table 9.

Startup - Interviewee

Main challenges

Aeroficial Intelligence —
Interviewee 2

Invest time and effort in researching and understanding tax regu-
lations, sociocultural differences, legal, and tax issues.

AppRadar — Interviewee
5

Retaining customer, since not always is possible to provide sup-
port in the language of the market and in their time zone.
Providing content marketing in the local language, making the
SEO work well; the speed of change in the valuable content cre-
ated is also a challenge.

Schrott24 — Interviewee
7

Assessing the opportunity.

Knowing how open the market is for the value proposition the
startup offer.

Understanding the differences in the markets, and adapting the
approach to each culture and needs.

Robotic Eyes — Inter-
viewee 9

Distance and language barriers, mainly when shipping a big and
heavy product to a country that does not have service infrastruc-
ture.

eMentalist.ai — Inter-
viewee 10

Achieving the first customer without references of previous cus-
tomers in the same market.

Managing the legal system and bureaucratic stuff, especially
when outside Europe.

Seasy — Interviewee 11

Closing deals with small businesses in the target market. If the
CEO is negotiating, usually takes 3 times longer than if a local is
negotiating the deal. Due to language and cultural differences.
Legal aspects of each country.

Medaia — Interviewee 12

Lack of market knowledge, demanding time, and human re-
sources.

Also, the deal time in B2B trying to sell for private or public health
insurance takes 12 to 30 months, demanding a budget to man-
age it (e.g.: contracts with Business development agencies in the
target market).

Blackshark — Inter-
viewee 13

Intellectual Property must be addressed and managed, providing
and protecting the Unique Selling Proposition in contracts and
agreements with big companies, as well as expressing commit-
ment showing that is not an amateur trying to sell a big idea.

Table 9: Main challenges to doing business abroad, according to the Interviewees (own presenta-

tion)

In fact, the challenges mentioned are covered in the challenges raised in theoretical

research, presented in Table 3. It indicates that the sample of startups interviewed

are not isolated in regarding the issues faced.

Moving forward, were asked about the performance indicators related to doing busi-

ness abroad, the key partners in the internationalisation process, the key resources

required in possible partners, as well as the main benefits acquired from the partners
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in Austrian ecosystem. In general, the answers were similar for indicators and key

resources, as presented in Table 10.

The key performance indicator that appears most time is revenue, followed by the
Customer Lifetime Value to Customer Acquisition Costs ratio. This last one is high-
lighted as a growth engine (cf. Ries 2011, p. 207-212) in the theoretical research. In
the same way, the key resources emphasized by 7 of the 8 startups interviewed,
are market knowledge and network. Both resources emerged as key factors in the
theoretical research, being vital especially for SMEs. Combining the factor ‘speed

of internationalisation’, these perform as important for startups’ internationalisation.

It is essential to mention that, although 5 interviewed stated has no key partners for
internationalisation in the Austrian ecosystem — interviewees 5, 7, 9, 12, and 13 —
each of them noted that the Austrian institutions were relevant for the business in
some extent in early-stages, however, was not related to the process of doing busi-

ness abroad.

“It wasn't for internationalisation, but we've benefited enormously from the Austrian
ecosystem in terms of funding. So, we've had a lot of EU funding, local funding
support. We've had the green tech cluster, for example, give us great financial sup-
port for doing R and D in aspects of our business and our models as well. So, it was
just in the context of internationalisation, we have not had much business support”

(Interviewee 7).

In addition, Interviewee 12 stated that expects to acquire support to reach product-
market fit in the foreign market. However, this statement was related to the expec-
tations of the partners in the target market.

“The value is that they should tell you if your product or service fits the local market.

And if not, what to do, what to think of that it fits this market” (Interviewee 12).
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Startup -
Interviewee

Indicators

Key Partners to
internationalisation

Key Resources required in partners, or possible
partners

Main Benefits ac-
quired from partners
in Austrian ecosys-
tem

Aeroficial Intelli-
gence — Inter-

Converting Lead in Customer
Revenue

* Advantage Austria

. Market knowledge — everything about the pro-
cesses in the target market is valuable

Knowledge and local
network.

viewee 2 Upselling — what else the cus- . Network — provide connections with embas-

tomer need? sies, institutions, and people there
AppRadar — In- Monthly Recurring Revenue . Does not have one. . Market knowledge and network — providing | For internationalisa-
terviewee 5 Customer Lifetime Value — connections with people and companies in the | tion, none for now.

keeping the customer en-
gaged with the product as
long as possible

specific industry (e.g.: a list with 20 marketing
agencies in London, and support to reach
them. And being invited to local events)

Schrott24 — Inter-
viewee 7

Customer Lifetime Value to
Customer Acquisition Cost ra-
tio

ROI in 6-8 months or the ac-
tions on the market is not via-
ble

+  Does not have one. It is everything done
internally.

+  Market knowledge, narrowing the cultural and
language lack

. Network — providing connections with metal in-
dustrial customers

For internationalisa-
tion, none for now.

Robotic Eyes —

Customers paying bills on
time

. In Austria does not have one.
+ Inthe target markets, each partner pre-

. Domain market knowledge
*  Network — providing access to potential cus-

For internationalisa-
tion, none for now.

Interviewee 9 Profit and Loss calculation senting their product to the potential tomers
customers.
eMentalist.ai — Revenue . Initially, WKO/Advantage Austria . Market knowledge — deep know-how about the | Access to new markets
Margin *  Brokers into the target market target market and generate revenue

Interviewee 10

. Network and resources in the market

without fixed costs.

Seasy — Inter- Number of marinas/harbor it »  Science Park Graz providing network, *  Network — connections and access to the new | The possibility to grow

viewee 11 has, compared to the whole knowledge, and initial funding market the business quickly in
market *  SFG providing grants . Funding or subsidies — to test or adapt strate- | a new market, through
Performance of each marina +  Advantage Austria offices in the target gies for the new market quicker expertise,  guidance,
compared to each other and market and funds.
compared to the market

Medaia — Customer Lifetime Value to . Business development/sales repre- . Market knowledge Good support regard-

Interviewee 12

Customer Acquisition Cost ra-
tio

Qualified Sales Leads
Revenue

sentative agencies and companies in
the target market

. Digital platforms for health care

. SFG and Advantage Austria

. Network and access

ing grants, but not de-
cisive.

Blackshark — In-
terviewee 13

Revenue

. i5 Invest, the corporate development
partner providing network, mentoring,
training, and support in sales and growth

+  Sales team in the USA office

. Business development expertise
. Network, connections

. Funding expertise

. Scaling up expertise

For  internationalisa-
tion, none for now.

Table 10: Overview Startups/Interviewees' answers (own presentation)
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Ultimately, it was questioned which kind of service would they want to get from a
high-tech business incubator, when they have started to establish business relation-

ships abroad. Table 11 reveals the answers.

Startup - Interviewee Startups’ needs could be met by a high-tech incubator
Aeroficial Intelligence — «  Providing legal advisory, helping to professionally draft agreements,
offerings, terms and conditions, considering legal terms English lan-

Interviewee 2
guage.

*  Providing a document with lessons learned from other companies,
highlighting some "don't forget", such as related to foreign currency,
charge payment, standards in the invoice, etc. (e.g.: "basic interna-
tionalisation - how to...", or "good to know").

AppRadar — Interviewee 5 *  Supporting hiring technical talents for the development team (e.qg.:
organize events to connect local startups with people who want to
join startups, especially as programmers).

Schrott24 — Interviewee 7 *  Providing networking and matchmaking with metal manufacturing in-
dustries.

*  Supporting matchmaking between individuals and startups who share
a passion for the same industry, market, or product. Building a com-
munity to facilitate shareholders' or employees' matchmaking with
startups.

Robotic Eyes — Interviewee 9 *  Providing matchmaking with companies with similar technology,
needs, and expertise area, going beyond networking with investors.

»  Facilitating connections with other small companies trying to find part-
ners to access opportunities offered by big companies, either for re-
search or commercial projects.

eMentalist.ai — Interviewee 10 | +  Providing more structure, more flexibility, and using the power to
speak to the market.

+  Employing a better database and criteria to improve the matchmak-
ing in terms of speed and quality.

Seasy — Interviewee 11 »  Providing support on testing the new market, knowledge transfer,
and training in resources management.

*  Network to the right partners.

+  Offering booklet with "do's and don'ts" in the target market.

*  Mentors with expertise and dedication to the startups' processes.

»  Providing trips to big fairs and conferences, aiming to know the mar-
ket and exchange with other people and startups.

Medaia — Interviewee 12 »  Focusing on product-market-fit to the market abroad very early.
*  Supporting entrepreneurs to discover if there is a need in the target
market for the solution. If yes, support obtaining this market.

Blackshark — Interviewee 13 »  Creating opportunities and connections.
+  Providing Intellectual Property consultancy to properly manage the
IP in local and target markets from the start.

Table 11: Startups' needs could be met by a high-tech incubator (own presentation)
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Is possible to see that, although only Interviewee 2 has mentioned the legal aspects
advisory as a need, Interviewees 5, 9, and 10, have cited legal aspects studies as
a relevant task in the ‘preparation’ step to market entry (see Figure 20). Moreover,
regarding the main challenges mentioned in some questions before, Interviewee 11
has also cited legal aspects as an issue. In this way, searching and managing legal

aspects is a task, challenge, or need of at least 5 startups interviewed.

Further, 2 interviewees mentioned about documenting the lessons learned to share
as a manual or workbook exploring things to do or not to do in internationalisation
or in the target market. Likewise, supporting hiring or finding talents through match-

making events or by building community was cited by 2 interviewees.

Additionally, supporting matchmaking with potential partners, customers, or share-
holders, was stated as a need for 5 of the 8 Interviewees. The statement of Inter-
viewee 10 about the matchmaking appears as a suggestion for the Science Park
Graz, since the startup has been part of the European Space Agency incubator

program.

“Let's put it that, we must speak to the market. Maybe also a better database. How
to make the matchmaking, better criteria, because the network is huge, but | believe
that the way they (SPG) are doing the matchmaking is too time consuming. And the
output is, could be much better. They're not taking, like they're not using their net-

work and the power in the best possible way” (Interviewee 10).

Moving forward, supporting finding the product-market fit or testing the solution in
the target market emerged as needs for Interviewees 11 and 12. However, it seems
to be a need of Interviewee 7 as well, since it was mentioned in different words when

indicating the main challenges faced in doing business abroad (see Table 9).

As can be seen in theoretical research realized, product-market fit is a vital step in
the startup’s development stage, before scaling up (see Figure 4 and 5). Since find
the market fit is one of the incubators’ functions (cf. Pettersen et al. 2016, p. 2), this
raised need seems to be a suitable service to be provided by the Science Park Graz,

focusing on the foreign target market.

Furthermore, some isolated needs mentioned were related to training and mentor-

ship, trips to fairs and conferences, and Intellectual Property consultancy.
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4. Adjusted Practical Service Design Model for the SPG

The factors on the theoretical service design model suggested on sub-section 2.10
— namely customers’ needs, value proposition, value creation, key resources, key
partners, key activities, channels/touchpoints, and KPIs —, as well as the others key
factors selected — network, market knowledge, and speed/accelerated internation-
alisation —, were utilized to conduct the practical research. In addition, in order to
explore the tasks step by step along the international market development process,

also were guided questions about the key activities.

Finally, with the outcomes of the startups’ needs and challenges, the key resources
required, and the services already provided by the Austrian institutions, which are
all together, the specific goals of this master thesis, a practical service design model

is then proposed for the SPG. Figure 21 illustrates the service design model.
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Each one from the Customers’ and Partners' perspective

TASKS

BY STARTUPS’ NEEDS

Practical Service Design Model for the SPG

Customers’' needs Value creation

\ business cmss-borders_—/\

Definition of market selection
strategy

Analysis of your own
business model

Preselection - market monitor
Rough selaction -
determination of market
attractiveness

Fine selection - market
selection decision

Choice of market entry mode

Effective and speed
matchmaking with
partners, customers,
and shareholders

s 2

AN

Value proposition Key resources
+ Legal aspects The partner to support the Finding, validating, or Institutions:
consultancy product-market fit process pivoting opportunities into +  Soft skills
+ Effective and speed in the foreign market foreign markets expending | - Hard skills
matchmaking with less time, fewer resources, | = Tools
partners, customers, and and taking fewer risks
shareholders Startups:
- Supporting finding «  Market knowledge
product-market fit = Network
+ Support to find and hiring
talents
+ Manual with lessons
learned of startups doing

AN

Key activities Channels/Touchpoints
Traditional:
- ICS SPG tasks along the - One-on-one meetings
+ SFG International Market online and on live
+ WKO/Advantage Ausiria | Development process, + Newsletter
+  Go-international program | according to startups’ -+ Website
+ Austria Control Bank needs + Phone
(OeKB) » Emall
+  Universities +  Twitter
+ Science parks +  LinkedIn
+ Thematic clusters « Facebook
= Austrian Patent Office To establish close
+  weGrow — a consultancy relationships with startups:
company - WhatsApp groups
\ ,/ \ Slack channels

Number of product-
market fit in the foreign
market supported
Number of Legal advice
provided

Number of
matchmaking with
connections abroad
facilitated (partners,
customers,
shareholders)

Success stories

Net Promoter Score //

International Market Development process

Coordination of the
international project
management

Staffing of international
project teams

Management of global
brands - determination of the
positioning and the strategic
direction in the foreign
market

Business Model Draft
Creation of the business plan

v Partnership to provide

Legal aspects
consultancy

Supporting finding
product-market fit

Support to find and
hiring talents

Manual with lessons
learned of startups doing
business cross-borders

%A

o

Complementing the
market entry strategy

Business madel piloting ¥

Business model roll-out

Update of the roll-out ¥

Support to find potential
early adoptersicustomers
through thematic clusters
network

Follow-up and support
the business model
piloting

Promotion of internal growth
{build)

Promotion of external growth

(acquisition opportunitias)

Divestmant strategies
Organizational development and

integration into the group
management structure

Project conclusion and ensure

sustainability

¥ Inviting startups to tell
them success and failed
stories on markets
abroad

v Follow-up the success
and fail storias

Figure 21: Practical Service Design Model for the SPG (own presentation)
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As described, customers’ needs in the model are related to the main startups’ needs
raised in the practical research. Following, the value proposition represents what
the customer gains when the provider offers their service, and it is based on cus-
tomer insights. Then, the value proposition proposed is to emphasize the only need

raised that is directly related to a startup process: the product-market fit.

The reason why this is proposed is that the main feature that makes the Science
Park Graz different from the other institutions’ partners considered in this research,
is the fact that it is specialized in providing services and support for startups. The
others institutions provide services for SMEs and startups, however not looking for
the specific needs of startups. The exceptions are some programs and initiatives of
those partners, such as the Born Global Academy program from WKO. Neverthe-
less, these are programs with start and final dates and are limited to a few startups

by edition.

Moving forward to value creation, it is related to how customers use the value prop-
osition offered and what they do with it, to achieve their own goals. The proposed
value creation is “finding, validating, and/or pivoting opportunities into foreign mar-
kets, expending less time, fewer resources, and taking fewer risks”. This suggestion
is based on the inputs collected on the practical research for both perspectives, the
Austrian institutions and the startups interviewed. It is also based on the operating

model of startups, as was explored in the theoretical research.

Next, the key resources embrace the soft and hard skills, and the communication
channels that were raised interviewing the institutions and mentioned in Table 8. As
well as the resources in Table 10, mentioned by the startups interviewed. In addition,
the tools listed in Figure 12, regarding the international market development pro-

cess, also should be considered as key in the service design model.

Then, the key partners are those mentioned by the institutions interviewed, with
special attention to the thematic clusters, since those should be vital to make the
service design model and the value proposition proposed work. Being a formal part-
ner of industrial thematic clusters around the world can enable the SPG to support
finding potential early adopters or customers to the startup process of product-mar-

ket fit. Moreover, partnership with business promotion agencies, such as the De-
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partment for International Trade UK and the Australian Trade and Investment Com-
mission (Austrade), mentioned and praised by some interviewees, also is a sug-

gested approach in the model.

Further, the key activities proposed are related to the startups’ needs that emerged
during the interviews and are disposed along the international market development

process joining the tasks by step stated by Neubert (2011).

Also, some channels and touchpoints mentioned as used by the institutions, are
suggested to be adopted, since those are the main traditional ones. In addition, non-
traditional business channels, however usually intensively utilized by startups, are
also proposed on the service model. The reason is the same as the value proposi-
tion. As an incubator focused on adding value for startups, as close, qualified, and

speed relationships with them, better is.

Last but not least, the key performance indicators suggested are based on those
mentioned by the Experts interviewed, working in Austrian institutions. Incentive tell-
ing success stories is an important factor in an entrepreneurial ecosystem, as em-
phasized by Isenberg (2011), and it is a suggestion to be counted as a KPI, as well
as a way of training and inspiration, inviting founders to share both successes and

failures stories in markets abroad.

4.1 Recommendations for the SPG

As a high-tech business incubator, the Science Park Graz should provide services
for startups to enhance market and technical knowledge and skills, as well as com-
prehension of suitable systems, strategies, and structures for the business. In such
a manner, as the only institution specialized to provide support for startups, among
the other four institutions researched in this master thesis, it is key to assume this

specialization, to drive the value co-creation for startups' internationalisation.

Given the above, analyzing the startups’ needs and challenges raised in the practi-
cal research is possible to see that the support to product-market fit is the one more
directly related to this kind of business since it is a vital stage of startups’ develop-
ment. In this way, the first recommendation for the SPG is to position itself as the
startups’ development specialist, emphasizing this specialization on the value prop-

osition of internationalisation services.
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The Austrian startups’ partner to
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Figure 22: SPG as the startups' partner to find and validate product-market fit - Startup Develop-
ment Phases (based on Startup Commons 2018)

In this way, as a strategic action, the SPG could structure an incubation program
specific for Austrian startups aiming to find and validate product-market fit into the
market abroad. For this, it is recommended to execute a benchmarking process with
the Born Global Academy program from WKO and/or with the weGrow Inter-na-

tional, the consulting company performing this WKO’s program.

Further, the next recommendation is related to providing advice for legal aspects. It
appears as a need or challenge for most of the startups’ interviewees, and it is also
a challenge found in the theoretical research. For this, establishing cooperation with
Legal advice offices and agencies in foreign markets is recommended. In such a
manner, the international network capacity of the SPG is extended and optimized to
support the main needs of the startups going abroad.

In addition, a recommendation is to invest in the database to enhance the match-
making process. The network is a key factor in internationalisation, as found in the-
oretical research and emphasized as crucial in practical research. Therefore, as
more prepared to provide effectively and speed matchmaking support, the better is
for the SPG. In such a manner, formalizing partnerships with industrial thematic
clusters and associations, as well as with business promotion agencies worldwide,
is also an important recommendation, to establish strategic relationships, dynamize
the entrepreneurial ecosystem, and be a bridge between startups and early

adopters to support the product-market fit into the foreign market.
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This strategy is particularly interesting for business-to-business’ startups since the
ones that are partially targeting end-customers, or called business-to-consumers —
such as Interviewees 11 and 12, Seasy and Medaia respectively — mentioned rea-
sonable results through Search Engine Optimizations (SEO) and digital marketing
strategies.

Moreover, finding and hiring talents locally and into the market abroad is also a
challenge mentioned. In this way, as part of the service provided in the ‘preparation’
step, a recommendation is to be an active part of talents’ communities in local and
external markets. This also should be executed by establishing close relationships

with universities and talents’ clusters in international markets.

In order to have elements and stories to share, inspire, and provide training, an
important activity to be adopted by the SPG team is to document the success and
failures stories. These cases’ documentation should be utilized to create manuals
with lessons learned, “dos and don’ts”, and basic standardized information by in-
dustry or by market. Isenberg (2011) states that telling stories is a vital factor in the
entrepreneurial ecosystem culture. Also, this recommendation is a manner to ad-
dress the fact mentioned by Interviewee 10 regarding the SPG use of the power of

internal networking in the best possible way for the incubated startups.

To clarify all this in a big picture, Table 12 presents an overview of the recommen-
dations and respective measures and actions suggested to implement the plan, in
order of priority guided by the main goal of the SPG: provide services for Austrian

startups going abroad.

95



Recommendation — Specifics actions
Strategic action
Positioning itself as the startups’ | *  Providing internationalisation services emphasizing it
development specialist (Figure | = Use the “Product-market fit” explicitly on the Value Prop-
23) osition

Structuring an incubation pro- | + Execute a benchmarking process with the Born Global

gram specific for  Austrian Academy program from WKO and/or with the weGrow
startups aiming to find and vali- International, the consulting company leading this
date product-market fit in market WKO'’s program

abroad «  Structure the internal program counting with the local

and international partners

Providing support to find potential | «  Establishing official partnership with industrial thematic

early adopters/customers to clusters, associations, and business promotion agencies

product-market fit abroad worldwide

» Investing in the internal and external database to en-
hance the matchmaking process, mainly for business-to-
business

In partnership, providing support | « Establish cooperation with Legal advice offices and

in Legal aspects of internationali- agencies in foreign markets

sation + Extend and optmise the international network capacity to
support the main needs of the startups going abroad

Supporting to find and hiring tal- | = To be an active part of talents’ communities in local and

ents external markets

« Establishing close relationships with universities and tal-
ents’ clusters in international markets

Providing manual with lessons | « Inviting startups to tell them success and failed stories on

learned, “dos and don’ts”, and markets abroad
basic standardized information | « Document the stories and provide a manual with basic
by industry or by market “dos and don'’ts”

« Enhancing the internal network and exchanging between
the incubated and ex-incubated startups

Table 12: Recommendations and action plan for the SPG

4.2 Implementation and Estimated costs

Since the main actions are related to establish strategic relationship and optimize
the international network to support the growing of incubated startups, there is no
direct cost demanded. However, it is recommended to specify a Project Manager or
an internal Consultant to be the “owner” of this initiative, aiming to be responsible
for the strategic partnerships and a key person to the international incubation pro-

gram.
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Likewise, observing the soft and hard skills emphasized by the interviewees as the
key resources to perform services providing support to firms going abroad (cf. Fig-
ure 8), and combining with the resources required by the startups as key in partners
or possible partners (cf. Figure 10), the following profile is recommended to select
this crucial person internally in the SPG human resources:

e Excellent communication and interpersonal skills

e Curiosity and openness to be an active part of diverse startups’ communities
e Experienced in international relations and partnership

e Experienced in startups’ stages of development

e Experienced in startups’ growth and scale up

¢ Interested to study markets and foreign business development

e Be able to structure information and processes

e Practical thinking

e Flexibility

e Fluency in English (other languages are desired)

In the case the SPG does not have a Project Manager or a Consultant combining
the skills and experiences suggested, a recommendation is to choose an internal
talent with most of the indicated points, and mentor the development of this person

while the implementation is executed.

Alternatively, in the case the working hours available to the internal talents are not
enough to encompass these strategic actions, the SPG should decide to hire an
experienced professional for this, reinforcing the human resources. In this way, a
suggestion to make the implementation feasible is to hire an experienced “Interna-
tional Partnership and Growth Consultant”, seeking talent with the mentioned pro-

file.

This alternative option generates costs for the SPG. According to the Collective
Agreement for employees of the Information and Consulting industry in Austria, this
position could be framed as a job in group IV, with at least 8 years of experience,
costing average 43,729 euros per year for an Austrian firm such as the SPG (cf.
Kollektive Vertrag 2021).
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5. Resume and Conclusion

Stated the importance of SMEs for Austrian economy, highlighting that most of the
startups are SMEs, and joining the fact that the SPG still has not a service model
designed to support incubated startups to do business into foreign markets, are
some reasons that justify this master’s thesis research. This master’s thesis objec-
tive to develop a model for a high-technology incubator company to adopt and pro-
vide consulting services to startups aiming to do business abroad. The sub-goals
stated and reached are a) identifying the key resources to a consulting service
model for startups going international aiming to access new markets, according to
theoretical research; and b) identifying the consulting services already provided by

the players supporting the internationalisation process in Austria.

Firstly, literature research was realised, exploring the topics of startups, internation-
alisation to access new markets, and consulting service design. The goal of this
step was to identify the key factors related to startups’ internationalisation, and to
later propose a theoretical service design model, that further was applied as a guide
for the practical research. Regarding the startup’s topic, the crucial factors high-
lighted were the agility in the processes to develop the market and the business, as
well as the fact that, to scale and grow, a startup usually has to have a market bigger
than one hundred million of people. Moving forward to the internationalisation’s
topic, it was studied the network and the knowledge-based model, the international
entrepreneurship approach, as well as the international market development pro-
cess as a market entry mode. Likewise, it was identified a similarity between these
models, approaches, and process, and the lean startup methodology, generating

further key factors to guide the master’s thesis research.

Additionally, to finalise the theoretical research, it was explored the consulting ser-
vice design topic, aiming to gather understanding and elements to draw the service
design model. Indeed, studying this topic was relevant for both, to select a suitable
service design model to be used as the basis for the new one proposed, and to
decide to include startups already internationalised as part of the target group in the

practical qualitative research.
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Further, the qualitative research was realised with 14 interviewees — namely Experts
from Austrian institutions supporting firms, and Heads of startups doing business
cross-borders —, aiming to analyse the needs of Austrian startups growing cross-
borders that could be addressed by the SPG’s service model. The outcomes were
applied to adjust the service design model proposed in the theoretical section. Sum-
marized, in general, the interviewees agreed that the support provided by the insti-
tutions interviewed is important but not decisive for the Austrian startups’ interna-
tionalisation. Also, it was found that there are needs that should be covered by the
SPG, as the expert in startups’ stages of development.

In this way, the strategic recommendations for the SPG are a) positioning itself as
the startup’s development specialist; b) structuring an incubation program specific
for Austrian startups aiming to find and validate product-market fit into the market
abroad; c) providing support to find potential early adopters/customers to product-
market fit abroad; d) establishing cooperation to provide support in Legal aspects of
internationalisation; e) providing supporting to find and hiring talents; and f) provid-
ing manual with lessons learned, “dos and don'’ts”, and basic standardized infor-

mation by industry or by market.

This study is relevant for the Austrian entrepreneurial ecosystem since it presents
which kind of support the main institutions provide in each step along the interna-
tional market development process to market entry (cf. Figure 19). In addition, it is
also key for the Austrian economy, because the application by the SPG could sup-

port incubated startups to thrive and have success into foreign markets.

Further studies complementing this research should cover different relevant indus-
tries in Austria, for instance, “food and beverages”, since not intentionally most of
the startups’ interviewed in this study were from the “Software as a Service” industry.
Additionally, exploring the implications of intellectual property in startups’ interna-
tionalisation is also a potential topic to complement this research in further studies,

since it emerged as an issue for one of the startups interviewed.

Finally, the service design model proposed appears suitable and applicable, cover-
ing the main factors raised in theoretical research and exploited in practical re-
search, as well as the suggested detailed key activities to follow along the interna-

tional market development process to market entry.
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1. Project plan

r 2021 2022
Project Plan & main Milestones Sep. Oct. Nov. Dec. Jan. Feb. Mar. Apr. May Jun. Jul. Notes:
Kick-off meeting with SPG 28th Goal: Align goals and project plan
1. Master Seminar 1
1.1 Work on documents for MS1
1.2 Submit documents for 1st Seminar / Delivery: Title, company presentation, initial situation, problem formulation,
Master Thesis (MT) Examination 18th company objectives, MT objective, frame of reference, Planned results, first

bibliography, detailed project plan.

1.3 Adjustments needed and organize MT-
Agreement with SPG

1.4 Submission of MT Agr igned . I will send to SPG after 1st Seminar examination
with SPG

2. Master Seminar 2
‘2.1 Work on documents for MS2 MT Seminar 1 updated; Literature section, Survey design

2.2. Submit d for 2nd Semi ! Delivery: MT Seminar 1 updated; Theoretical part wrote (Literary section);
Master Thesis Examination 14th Survey/interview script designed
2.3 Primary research with players SPG's support to connect with the partners to the interviews, or to send me the

supporting startups in Austria contacts of both profiles in the target group. Deadline: 09th February

3. Master Seminar 3

3.1 Work on documentos for MS3 MT Seminar 2 updated; Practical part executed + Framework for SPG;
Recommendations and Conclusion

3.2 Submit documents for 3rd Seminar / odth Delivery: MT Seminar 2 updated; Practical part executed; Recommendations for

Examination SPG take actions; Further use of the MT within the SPG (measures)

3.3.Submission of the Master Thesis 09th MT updated after feedbacks in Seminar 3

4. Evaluation of the Master Thesis 17th

5. Submit of the library Assignments prepared in collaboration with a company can be placed off-limits

ready master thesis incl. application for

$E and is notincluded in the CAMPUS 02 library collection
restrictions of use

6. Final Examination Campus02 8th

7. Final Presentation of Results for From
Science Park Graz 11th
Legend:

To do or on going

Milestone

2. Research Design
Methodology

Semi-structured individual exploratory interviews with experts in startups and busi-
ness field in the international context will be conducted. Qualitative research is the
most suitable in this research since it “is the systematic inquiry into social phenom-
ena in natural settings” (Teherani et al. 2015, p. 669). In this case, the one-to-one
interviews has the goal of investigating how the interviewees experienced the inter-
nationalisation process, and in what way the consulting services may support it. The
semi-structured interview approach is feasible because the interviewee has the free-
dom to express her/himself in the answers, as a natural conversation, although
some specific details are asked (cf. Walle 2015, p. 73). What justify the individual
interviews is the fact that in this approach is observed that participants tend to be

more open about expressing themselves in uncomfortable topics, with a safe feeling
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during the individual interview session (cf. Kaplowitz/Hoehn 2001, p. 245). Moreo-
ver, as the main goal is to understand, rather than explain or describe something,

the hypotheses is not be generated.

Sample selection

As a key task in research, when executed in the wrong way, the sample selection
can reflect relevant problems in research (cf. Walle 2015, p. 52). As stated by Walle
(2015), when the target group are experts, usually the sample selection method is
the chosen sample in an intentional approach (cf. Walle 2015, p. 54). In this case,
the sample selection is theory-based, in which specific aspects of the phenomenon
studied in the literature review enabled to build a solid theoretical knowledge that
will guide the research (cf. Teddlie/Yu 2007, p. 82).

Since the target group is ‘experts in startups and business field in international con-
text’, and both inputs are relevant: the support services already provided by the
Austrian institutions, and the support services needed by the startups when going
into international market, those two profiles may be part of the sample selection.

Then, the criteria to select the Experts to be interviewees are:

Consulting Experts playing a role of “International Business Development Consult-
ant/Advice/Manager” or a similar role, working in companies or institutions in the
activity’s area of “providing information, advice, and support for businesses and in-
dividual members regarding internationalisation” for at least seven years (experi-
enced level). For instance, companies in this area are the ICS Internationalisier-
ungscenter Steiermark GmbH, the Austrian Federal Economic Chamber, more spe-
cifically the “Advantage Austria” and the “go-international” programs, and the Styria

Business Promotion Agency (SFG); or

Heads of Austrian startups which are already internationalised, having business re-
lationship cross-countries, selling products or services, regardless of the mode of

entry.

For the present research, a minimum of fifteen (15) experts are planned to be inter-
viewed, in the English language, by telephone, or by online meeting using Microsoft
Teams tool, during the period of February to March of 2022. With the consent of the
interviewee, the sessions will be recorded, and later on, will be transcribed and an-

alysed.
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Survey instrument

The instrument is an interview guide that should content an introduction, a warm-up
or icebreaking questions to approach the topic, a main part with main questions
divided in blocks, and a closing section to summarize and thank the interviewee. In
this way, and as expected in a qualitative individual interview, the questions will be
open, but control and maintenance questions will be performed to ensure the un-

derstanding of the topic for both sides.

Fieldwork planning

A pilot test of the interview guide will be performed before start the interview ses-
sions, aiming to validate the importance of the questions, to verify that the key topics
are being covered, and to find potential adjustments to be executed in order to im-

prove the instrument (cf. Kallio et al. 2016, p. 14).

The interviews will happen between February and March 2022, from calendar
weeks seven to ten. The duration is between 40 to 50 minutes, depending oo the
interviewee opening and availability to contribute. Due the pandemic situation
(Covid-19), the interview sessions will happen primarily by online meeting via Mi-

crosoft Teams, or, if not possible for the interviewee, by telephone.

Evaluation of the data

First, the recorded interviews will be transcribed using the support of a specific tool.
To proceed with the analysis of the qualitative interviews, the results will be catego-
rized, and a code system will be created by using the “Qualitative Content Analysis”

by Mayring (2000), combined with the MAXQDA software for qualitative analysis.

The code system created aims to explore the perspectives of the interviewed ex-
perts on the key factors selected to be part of the ‘theoretical service design model
for the SPG’, as well as the other identified key factors, namely networking, intensive
knowledge about the market and international skills, speed and agile approach (lean
startup). Finally, with the outcomes in hand, the theoretical service design model is
revisited and adjusted, if needed, and recommendations on how to adopt the service
design model to support Austrian startups going to a foreign market will be provided
to the SPG.
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3. Interview guidelines

Guidelines applied for interview the Experts (Institutions)

Category Main questions Control questions — ask if Check —
the interviewee does not Maintenance
mention the point guestions
Service Tell me please which kind of By which channel do they Asking ‘why’
provided services or support usually the | usually come to you? when needed.

startups/SME demand you to
access a foreign market?

What do you do to attend to
their demand?

What service do you provide n/a n/a
concerning the ‘Evaluation &
Selection’ of the market to en-
ter?
And about the ‘Preparation’ to | n/a n/a
enter the new market?
How about the service you n/a n/a
provide regarding the execu-
tion of ‘Market Entry’?
And about the ‘Growth & De- n/a n/a
velopment’ on the new mar-
ket?
Who are the key partners do What can you not offer and n/a
you need to provide these ser- | ask for the support of some
vices? other entity? E.g.: OeKB
What is the main benefit do e.g.: they feel more confident | Why?
you offer to the entrepreneur in making decisions
(or decision-maker in contact . . .
in this case)? What is unigue in your offer-
' ing for the SME?
Value proposition
How do you measure the per- | Which are the KPIs related to | n/a
formance related to this ser- it?
vice?
E.g.: do you follow and meas-
ure the firm success abroad?
Or does the follow-up ends
when the service is finished?
In your perspective, which n/a n/a

needs from Austrian startups
going abroad could be pro-
vided by a high-tech business
incubator?




Key re- Which communication chan- At which moment of the pro- n/a
sources nels do you use to reach and cess do you use each one?
to be in contact with the E.g.: approach or be ap-
startups/SMEs? proachable by the customer,
doing follow up, asking feed-
back...
What resources (meaning Maybe some technological n/a
knowledge, skills and tools) do | tool? and some tangible or in-
you (your team) need to pro- tangible resource?
vide this service for
startups/SMEs?
Closing Is there something do you n/a n/a
guestion want to add? Or something im-
portant | didn’t ask you?
Guidelines applied for interview the Startups
Category Main questions Control questions — ask if Check —
the interviewee does not Maintenance
mention the point guestions
Startups’ Tell me how was the process | Why did you start this? n/a
key re- when you started the (startup . .
sources name) internationalisation? Evaluation & Selection of the
market
needed I
Preparation for entry
Market entry
Growth & development
What are the main difficulties | How do you manage it? n/a
and problems you faced
when selling for markets
abroad?
How do you measure the per- | Which are the KPIs relatedto | n/a
formance related to selling it?
your products abroad?
Service In case you have counted on | n/a n/a
providers/ | some specialized service or
.. | support to sell your prod-
?tlijtsuttrilc?:sm uct/software abroad, how was
. the experience with those
supporting : .
services providers?
startup pro-
cess
Which resources (meaning E.g.: Can be tangible or intan- | n/a

knowledge, skills and tools)
do you need in a service pro-
vider to properly support this
process in your business?

gible resources, technological
tools

Knowledge and skills

Technological tools
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Which communication chan-
nels do you use in your daily
business to be in contact with
those services providers?

n/a

n/a

Who (which entities or service
providers) do you consider as
key partners in the process of
selling your products abroad?

E.g.: the Austrian Federal
Economic Chamber, SFG,
broker

n/a

What are the main benefits
you got from these services?

n/a

n/a

When did you start to estab-
lish business relationships
abroad selling your products,
which kind of service would
you like to get from a high-
tech business incubator?

n/a

n/a

Closing
guestion

Is there something do you
want to add? Or something
important | didn’t ask you?

n/a

n/a
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4. Coding System of Qualitative Research Analysis

Code System

Memo

® Evaluation and Selection

Vv Preparation

ﬁ Market entry

Growth and Development

SERVICES PROVIDERS/ENTITIES

SERVICES PROVIDERS/ENTITIES\Tasks/Services provided

refers to services or support pro-
vided by the entities

SERVICES PROVIDERS/ENTITIES\Key benefits from ser-
vices providers

refers to the value proposition ac-
cording to the interviewee perspec-
tive

SERVICES PROVIDERS/ENTITIES\Key resources

from entities

SERVICES PROVIDERS/ENTITIES\Key partners

from entities

SERVICES PROVIDERS/ENTITIES\Communication chan-

used by entities

nels
SERVICES PROVIDERS/ENTITIES\KPIs Key Performance Indicators by enti-
ties to measure services' perfor-
mance
STARTUPS

STARTUPS\KPIs

Key Performance Indicators used by
startups to measure business' with
foreign market performance

STARTUPS\Startups' goals

refers to the 'value creation' factor
on theoretical model

STARTUPS\Key resources

from startups

STARTUPS\Key partners

from startups

STARTUPS\Communication channels

used by startups

STARTUPS\Startups' needs/challenges

Speed/Accelerated internationalisation

refers to born global startups, or
those that started the international-
isation since the very begginning

Market knowledge

refers to overal market knowledge:
language, culture, socioeconomic,
technology, political, etc.

Network

connections between companies




