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Corporate Entrepreneurs

Who are they and are they different from other organizational leaders?

Overview

Corporate entrepreneurs are those who lead independent organizations that have
specific mandates within corporations. This study found that these individuals
have unique characteristics and motivations.

Many organizations are interested in promoting entrepreneurial behaviors in

their workforces. For most companies, this usually involves promoting a culture of
entrepreneurship through practices and programs that foster individual initiative.
One of the most well-known of these practices is 3M's encouragement for employees
to devote four hours per week to an innovative and/or entrepreneurial project. The
aim of this approach to entrepreneurial behavior is to encourage a multitude of
efforts, with little to no corporate control or oversight, with the belief that from these
many initiatives some profitable, new ideas will emerge (e.g., Post-it® Notes).

A very different approach is to make explicit corporate investments in a select
number of key ideas. Known as the “producer model” ' of corporate entrepreneurship,
this approach is characterized by creating standalone, sometimes separately
incorporated, companies that fill strategic gaps or take advantage of cross-

cutting opportunities which may not fit in any given business unit. Commonly,

these organizations provide key services to the sponsoring organization while also
competing with the external market. These efforts are typically independent and
full-service in structure; that is, they are responsible for the full execution of the
business model.

Consider this example:

An organization maintained its own fleet costs (e.g., by running trucks full rather than

of trucks to distribute its products, and also empty) they would have to carry cargo for
regularly contracted with third-party trucking other producers. Thus, the company spun its
firms for similar services. The company's transportation group into a fully owned legal
owned fleet of vehicles consistently met the entity with the charge to compete in the market
organization’s quality and delivery standards for business and lower transport costs for the
but was significantly more costly than third- larger organization. The corporate entrepreneur
party transport. The primary cause for this placed in charge of this business had full profit
was, as a captive transportation organization, and loss (P&L) responsibility and accountability
the company’s fleet vehicles often ran empty for strategy formation (e.g., which markets to
after delivering cargo whereas third-party target and the balance between contracted or
truckers were able to pick up loads from other brokered contracts) and execution (e.g,, fleet
customers and thus operate at a lower cost per investments, management).

mile. The organization realized that to lower
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The strategic question, of course, is: who should lead these organizations? These
jobs are, in a sense, the equivalent of chief executive officer roles which need to create
the strategic direction for the organization, as well as manage the entire P&L. Does
that require a set of capabilities or talents that differs from colleagues who are in
more-typical corporate roles?

This study compared the characteristics of eight of these high-potential corporate-
entrepreneur venture leaders to their high-potential corporate counterparts

to determine if there are any differences that reliably distinguish corporate
entrepreneurs.

The Study

All the individuals in our study (n = 335) participated in a high-potential assessment
center that placed them in the role of a regional chief executive officer and
challenged them with a variety of realistic business issues in meetings conducted
throughout the day. This simulation includes meetings with various constituencies
(e.g., an external stakeholder, a peer), as well as a candidate interview.

Each participant was measured on a set of competencies that focused on setting a
compelling agenda (through strong innovation, strategic thinking, taking smart risks,
and inspiring the organization), taking others along (by thinking and acting globally
and inclusively and motivating talent), and working in alignment with the company’s
values (by acting with integrity and delivering with purpose).

Participants were also rated on a multi-rater / 360-degree survey and completed a
well-known personality instrument.

The Results

Corporate entrepreneurs did not differ markedly from their counterparts on
the basis of personality. This is not surprising since the company uses a rigorous
selection process, based in part on a personality assessment, to select and
promote employees.

Two interesting findings emerged when the other assessments were looked at.

Corporate entrepreneurs scored higher than their counterparts on the
360-degree survey. They were rated significantly higher by peers, managers and
direct reports across all items and competencies. Notably, they also tended to

rate themselves higher. When we looked at individual competencies, corporate
entrepreneurs scored significantly higher for five specific competencies, particularly
those that relate to “setting a compelling agenda.”

In contrast, they scored lower on average across all simulation exercises than
their non-entrepreneurial counterparts, and scored significantly lower on 60
percent of the competencies.
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Thus, on a measure of everyday performance (the 360-degree survey), corporate
entrepreneurs are seen by their colleagues as performing very well, yet they scored
significantly below the norms set by their non-entrepreneur colleagues on a
simulation that placed them in a high-level corporate role.

It appears that corporate entrepreneurs behave in ways that the organization
values, but may not show the potential to take on higher corporate roles. In this
way, corporate entrepreneurs appear to be a unigue talent — very well-suited
to lead significant but relatively narrowly defined companies housed within a
corporate structure.

These findings were followed up with interviews with seven of the corporate
entrepreneurs. They all expressed the importance of building and maintaining
relationships with peers and executives while in their role, noting that they were both
“in”and “not in” the company. They felt that without nurturing these contacts that
both they and their people would be “forgotten” by the parent organization.

At the same time, those who led innovation ventures indicated the importance of
promoting a provocative point of view, which may rub against the organization's
culture and leave them open to being second-guessed. Three corporate
entrepreneurs communicated that they had always been entrepreneurial and/

or had owned their own businesses earlier in their careers. Three also noted that
they had come to the United States from other countries, and that this experience
fostered an independence and a “belief in self” that they thought was critical for their
entrepreneurial role.

Most agreed that these roles are all-consuming; one interviewee noted they needed
to take ten months off to recharge after this experience, before taking on a more-
traditional corporate role.

Summary

Companies that choose to make significant and focused innovative/entrepreneurial
“bets,” particularly by creating subsidiaries or independent organizations, would
benefit by thinking carefully about the leaders they choose for these enterprises.

Strong candidates for these positions may not be apparent based on the typical
approaches used to rigorously assess employees with high potential for senior-
executive roles. Instead, it will be more productive to focus on specific competencies
and the life history/motivation of these individuals so that their talents and
experiences can be best leveraged.

1 Wolcott, R. C., & Lippitz, M. J. (2007). The four models of corporate entrepreneurship. MIT Sloan
Management Review, 49(1), 75-82.
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