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ABSTRACT 

 

Corporate entrepreneurship (CE) is often understood to be a firm-based process, with 

little (or no) acknowledgment of the individual agency of the employee-entrepreneur. 

Understanding individual agency, however, is crucial to properly implementing a successful 

corporate entrepreneurship strategy, because individuals may opt to become independent 

entrepreneurs rather than corporate entrepreneurs. We help solve this puzzle by expanding the 

integrative model of corporate entrepreneurship, as suggested by Ireland (Ireland et. al. 2009). 

We use game theory to analyze the employee-entrepreneur trade-offs involved in the CE 

process and to model theoretical propositions. The game theory model allows us to evaluate the 

different paths and provide a formal way of analyzing the cooperative or competitive 

interactions between the firm and individuals. Our contributions are that we present important 

variables in order to decide to CE from the employee perspective (liability of newness, valley 

of death and timing) and present possible explanations for the low firm’s adhesion in corporate 

entrepreneurship (asymmetric information, agent problem and cost of contracts). Finally, we 

show that corporate entrepreneurship is preferable with high levels of (a) liability of newness; 

(b) Valley of Death; and (c) time-to-market and that with the absence of a pro-entrepreneurial 

organization architecture, a corporate entrepreneurship strategy may result in independent 

entrepreneurship. 

 

KEY WORDS: Corporate Entrepreneurship, Game Theory, Individual Agency 
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1. INTRODUCTION 

 

Corporate entrepreneurship (CE) is often understood from an organizational 

perspective. For instance, Ireland, Covin and Kuratko (2009) developed an integrative model 

of corporate entrepreneurship strategy, in which they conceptualize corporate entrepreneurship 

strategy (CES) as an intentional and deliberate organizational strategy based on identifying and 

exploiting business opportunities through entrepreneurship. The model provides a useful 

framework for understanding CE from the firm’s perspective and outlining the antecedents, 

main components, and the potential outcomes of a CES. More specifically, their work establish: 

the (i) individual and environmental precedents of a CES; (ii) the organizational and 

entrepreneurial elements of a CES; and (iii) the consequential outcomes of a CES. 

 The model devised by Ireland et al. (2009), however, lacks fuller details of an important 

aspect of CES: individual agency, which we define as the individual’s characteristics and 

understanding of his/her own will and ability to act. With regard to CE, in particular, it is the 

self-assessment of engaging in an entrepreneurial activity, taking into account personal and 

individual aspects, like attitude towards independence (Douglas & Shepherd, 2000), 

employment security (Monsen et al., 2010), self-efficacy (Zhao, Seibert & Hills, 2005) and 

entrepreneurial and managerial experience (Klyver, Steffens & Lomberg, 2020). In other 

words, it focuses on the individual’s decision to recognize, evaluate and act upon a potential 

opportunity. This is essential for CES, because many individuals drop out during the early 

phases of entrepreneurship (Davidsson, 2006; Klyver et al., 2020). Therefore, the individual 

agency relationship with corporate entrepreneurship is critical to properly implementing a 

successful corporate entrepreneurship strategy. 

Organizations are also essential to CE because they establish the internal environment 

in which CE takes place. The reaction of the company to the external environment also affects 
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decision-making and the execution of CE internally. External conditions, like intense 

competition, changes in technology, product-market fragmentation, product-market emergence 

(Ireland et al. 2009), environmental uncertainty and complexity (Garrett & Holland, 2015), 

internal conditions, like the organization’s age, size and complexity (Jones & Buttler, 1992), 

management support, work discretion, time availability, organizational boundaries (Hornsby et 

al., 2002), organizational structure, culture, resources and capabilities, and the reward system 

(Ireland et al., 2009) are some of the well-studied elements that influence the implementation 

of CE as a strategy. 

 Nevertheless, little research into entrepreneurship has examined the individual’s 

perspective on CE. Individual cognition is an important factor in understanding entrepreneurial 

behavior (De Carolis & Saparito 2006; Garrett & Holland, 2015). The corporate entrepreneur 

and the independent entrepreneur may differ, because they are likely to build various forms of 

cognitive schemas and use them in different ways. (Corbett & Hmieleski 2007). Some 

researchers, however, suggest that the entrepreneur may be responsible for both the 

entrepreneurship associated with the process of creating a business and for corporate 

entrepreneurship (Cadar & Badulescu, 2015).  

Despite the clear importance of the organization and the individual in the CE process, 

the relationship between them is not so clear. The agency problem affects the dynamism of 

corporate entrepreneurship and may influence the emergence of independent entrepreneurship 

(IE) as a response to agency problems (Jones & Butler, 1992). Traditionally, the agency 

problem has been treated by way of a financial incentive system, but financial incentives per 

se are not sufficient for fully explaining why employees engage in corporate ventures (Jessri, 

Kosmidou & Ahuja, 2020). Other non-financial motivations, like independence, self-efficacy 

and the extra effort required are also central to an employee’s considerations when choosing 

whether to opt for CE or IE (Jessri, Kosmidou & Ahuja, 2020). 
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In order to evaluate their options, individuals tend to use different heuristics, and 

consider the alternatives that have the highest net expected utility (Barreto, 2012). In principle, 

an individual should consider as many alternatives as possible until the marginal cost of an 

alternative is equal to the consideration cost of evaluating it (Roberts & Lattin, 1991; Mehta, 

Rajiv & Srinivasan, 2003). The set of considerations usually focuses on those alternatives that 

give the highest expected utility, the lowest consideration costs and a lower risk and uncertainty 

premium (Hauser, 2014).  

Entrepreneurship is understood to be a riskier and more uncertain endeavor than 

employment (Mehta et al., 2003), because the income of entrepreneurs is unpredictably 

distributed and there is a higher probability of failure with a new venture than failing on a job 

and/or being dismissed (Duchesneau & Gartner, 1990; Levesque, Shepherd & Douglas, 2002; 

Schjerning & Le Maire, 2007). But entrepreneurship carries a higher risk and uncertainty 

premium, and a possibly higher expected utility (Mehta et al., 2003). Those who face up to the 

possibilities of corporate entrepreneurship may face a better set of considerations because, like 

those who engage in hybrid entrepreneurship, they benefit from income security and an increase 

in the likelihood that the new venture will survive (Folta, Delmar & Wennberg, 2010; Raffiee 

& Feng, 2014; Kim, Longest & Lippmann, 2015). Furthermore, the security associated with 

being employed does not limit the effort and commitment when it comes to pursuing 

entrepreneurship, which is what might happen with hybrid entrepreneurship (Klyver et al., 

2020) because the individual is being paid to act in an entrepreneurial way. 

Building on these insights, our study aims to expand our knowledge of corporate 

entrepreneurship by developing a game theory model of CE that combines individual agency 

and the perspective of organizations. Game theory is an appropriate approach because, in order 

to evaluate the different paths (in our case, independent entrepreneurship, or corporate 

entrepreneurship), we must include the opportunity cost associated with these alternative 
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options, that is, the lost gain (cost) of the option that was not chosen (e g. Cassar, 2006; Sørensen 

& Sharkey, 2014; Klyver et al., 2020), and we can evaluate each cost (and consequently, each 

utility) better using a game. Furthermore, game theory provides a formal way of analyzing the 

cooperative or competitive interactions between decision makers (Scholes et al., 2007).  

Our game is based on the Integrative Model of Corporate Entrepreneurship of Ireland 

et. al. (2009) and focuses on integrating corporate entrepreneurship and individual agency. We 

based our game on the Ireland et al. (2009) model because it does not try to represent how 

entrepreneurship interferes in organizational strategies but clarifies the CES concept and 

provides a useful reference for future research. As previously mentioned, the organization is 

key to a CES and the model provides the necessary foundation for the organizational 

perspective of CE, enabling us to focus on theorizing about the individual perspective of CE.  

Corporate entrepreneurship can be analyzed as belonging to two different domains: 

corporate venturing and an entrepreneurial strategy (Kuratko & Audretsch, 2013). Clearly, the 

integrative model of corporate entrepreneurship (Ireland et. al., 2009) is located in the second 

domain and, as we previously discussed, it focuses on the firm’s perspective. The authors 

discussed individual agency by theorizing about entrepreneurial beliefs, attitudes and values, 

but they left gaps to be filled and so we expand their model by developing a better understanding 

of individual agency. We contribute to the literature on corporate entrepreneurship by modeling 

the role of individuals in the process of corporate entrepreneurship. Some authors like Hornsby, 

Kuratko & Zahra (2002), Garrett & Holland (2015) and Jessri, Kosmidou & Ahuja (2020) have 

called for further studies to solve this issue.  
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2. THEORY AND LITERATURE REVIEW 

 
a. Integrative Model of Corporate Entrepreneurship Strategy (Ireland et. 

al., 2009) 

 
In the integrative model of corporate entrepreneurship strategy, authors suggest that a 

CES manifests itself in three elements: an entrepreneurial strategic vision; a pro-

entrepreneurship organizational architecture; and entrepreneurial processes and behavior. 

These three elements are preceded by external environmental conditions and individual 

entrepreneurial cognition and succeed because of their competitive capability and strategic 

repositioning. Note that they do not seek to represent how entrepreneurship interferes with an 

organization’s strategies, but they do clarify the CES concept and provide a useful reference 

for future research. 

  The model suggested by Ireland et. al. (2009) is separated into three levels of analysis: 

the organization, the top-level manager, and the organizational member. The authors show how 

each level of analysis relates to the others, and to the antecedents, elements and outcomes of 

the CES. We now summarize each of the model’s components. A more in-depth understanding 

of each of the model’s components and their inter-relations can be obtained from the original 

work. 

The external environmental condition is the marketing environment in which the 

organization is located. Numerous environmental conditions can trigger the need for a CES. 

Schindehutte, Morris, & Kuratko (2000) suggested approximately 20 environmental conditions 

that call for a CES response. Based on theorical and empirical support, however, intense 

competition, technological change, and evolving (fragmenting and/or emerging) product-

market domains are the most common conditions. Therefore, Ireland et. al. (2009) focus on 

these three as being the trigger for an entrepreneurial strategic vision. 

 Individual entrepreneurial cognition also triggers an entrepreneurial strategic vision. 

Ireland et. al. (2009) understand entrepreneurial cognition as an entrepreneur’s thought 
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structures that are used to evaluate, judge and make decisions about generating and 

appropriating value from opportunities. According to the authors, entrepreneurial cognition is 

formed from entrepreneurial beliefs, attitudes and values that are intertwined with each other. 

Entrepreneurial beliefs are the basis of entrepreneurial thinking, which trigger a process of 

entrepreneurial attitudes based on both firm and individual interaction: the entrepreneurial 

values. When entrepreneurial beliefs, attitudes and values are positive, they are the 

entrepreneurial cognition needed for a CES to emerge. 

The entrepreneurial strategic vision is a logical response to environmental conditions, 

and also a mechanism for committing to exploiting innovation and opportunity through 

entrepreneurship. An entrepreneurial strategic vision enables a pro-entrepreneurship 

organizational architecture to emerge and it is experienced when there is opportunity 

recognition and exploitation. 

Pro-entrepreneurial organizational architecture is the firm’s internal context that must 

encourage and support entrepreneurial behavior for a successful CES. It evolves a pro-

entrepreneurial organizational structure, culture, resources, capabilities and reward system.  

With the right organizational architecture and behavior, and when the appropriate 

entrepreneurial processes are in place, then opportunities are recognized and exploited through 

entrepreneurship. One of the outcomes of the CES is that the organization improves its 

competitive capability, which is its ability to create and sustain economic value and, as a result, 

it can strategically reposition itself to enter a new market/product domain. 

 

b. Individual Agency in Entrepreneurship 

 
As we previously discussed, individual agency in CE is the individual’s own assessment 

of his/her ability to engage in an entrepreneurial activity, taking into account personal and 

individual aspects, and focusing on his/her decision to recognize, evaluate and act upon a 



   
 

 12 

potential opportunity. It is important for properly implementing a CES because the individual 

must not only have pro-entrepreneurial attitudes, beliefs and values, but he/she must also 

recognize it and be able to understand and exploit any opportunity that arises 

Entrepreneurial beliefs are the basis of entrepreneurial thinking, which trigger a process 

of entrepreneurial attitudes based on entrepreneurial values, developing the entrepreneurial 

cognition needed for CES (Ireland et al. 2009). 

Unlike what might be expected, financial and cultural capital are not necessary 

conditions for pursuing start-up ventures. Rather, an excellent education and significant 

managerial experience play a great role in a person’s ability to become an entrepreneur (Kim, 

Aldrich & Keister, 2006). Positive attitudes to work (the impetus to put more effort into work 

when needed), a preference for independence, and decision-making control have a positive 

influence on individuals when the question is becoming self-employed (Douglas & Shepherd, 

2000).  

Risk preferences also influence the decision to become an entrepreneur or not; although 

Raffiee and Feng (2014) suggest that perceived risk and preferences affect how, rather than 

whether an individual becomes an entrepreneur. According to them, individuals who are more 

risk averse than traditional entrepreneurs are still able to become entrepreneurs in another way, 

such as by hybrid entrepreneurship or, as we suggest in this paper, via corporate 

entrepreneurship. Risk preferences also affect the employee-organization relationship by 

asymmetric information and influence the emergence of agency problem (Jensen & Meckling, 

1976; Jones & Buttler, 1992; Monsen et al., 2009). 

Not only professional characteristics are important for individual agency. Leisure 

affects the advance of the growth in new ventures, the potential to achieve favorable economic 

milestones, and the continued involvement of its creators. Despite the fact that leisure-based 

entrepreneurs move more slowly towards their start-up milestones, often lagging behind their 
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conventional entrepreneurial counterparts by almost a full year, in the long run this steady pace 

does not contribute to any discernible disparities in overall progress. In contrast, leisure-based 

projects are more likely to achieve the crucial economic outcomes required for sustainable 

enterprises, such as generating sales and achieving profitability. Leisure-based founders were 

also more likely to deepen their commitment to their projects over time (Kim et al., 2015). 

 

c. Independent entrepreneurship 

 
In order evaluate which is better, IE or CE, the employee must consider the specific 

risks of not engaging in CE. One difference is that new businesses suffer from the liability of 

newness, which is the absence of legitimacy, or low levels of it, when it comes to competing 

with incumbent companies (Stinchcombe, 1965; Freeman, Carroll & Hannan, 1983). A new 

business has a greater risk of going bankrupt that an established company due to the lack of 

evidence that proves its ability to add value to clients, suppliers and stakeholders. 

A second difference in engaging in IE and disregarding CE is the absence of resources 

for entrepreneuring. New businesses, especially innovative ones, must pass through the “Valley 

of Death”, which is the period between idealization, market research, and new product 

development — a traditional feature of cumulative losses until the business becomes successful 

(Osawa & Miyazaki, 2006; Hartley & Medlock, 2017; Salmela & Nurkk, 2019; Midler, 2019). 

In corporate entrepreneurship, the employee has access to the financial and human resources of 

an established company, which can be prohibitively expensive for independent entrepreneurs 

to access. 

Finally, new businesses also suffer from timing. The literature explaining the trade-off 

between product performance and time to market, especially when introducing a product, is 

extensive — Bayus (1997), Krishnan & Ulrich (2001), Klastorin & Tsai (2004) and Savin & 

Terwiesch (2005) (Liao & Seifert, 2015). Being well-prepared at the proper time to satisfy 
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customers’ requirements, specially before competitors enter the market, is great for improving 

yields. Those who prepare early secure a greater market share (Özer & Uncu, 2013). Indeed, a 

reduction in market share may be caused by a loss of novelty and an increase in competition 

(Calantone & Di Benedetto, 2007; Li., 2010; Özer & Uncu 2013, Katana, Eriksson, Hilletofth 

& Eriksson, 2017). So new businesses may not compete properly with established companies 

because they may be unable to meet market demands in time. 

Therefore, in order to engage in CE, the disadvantages of IE have to be prohibitively 

expensive in a way that the entrepreneurial employee would be better suited to engage in 

corporate entrepreneurship.  

 

Figure 1 – Corporate Entrepreneurship Dilemma Model 

 

 

 

Source: Created by the Authors based on Ireland, Covin and Kuratko’s (2009) Integrative Model of Corporate 

Entrepreneurship Strategy 
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3. MODEL INTEGRATION USING GAME THEORY, 

 
Consider an agent who comes up with an innovative idea to develop a product/service 

related to the firm’s core business. He/she can choose between corporate entrepreneuring (CE) 

or independent entrepreneuring (IE), depending on which present the higher payoff. If he/she 

engages in CE, the firm must have pro-entrepreneurial organizational architecture (pro-EOA) 

that allows CE to emerge. On the other hand, if the entrepreneur chooses IE, then the firm may 

decide to enter into a business relationship with him/her in order to commercialize1 such 

innovative product/service, or not establish any type of commercial relationship with him/her 

at all. We start by assuming that both the entrepreneur/employee and the firm have full 

information and that the new business will be successful.  

 We must pay particular attention to the situation when the entrepreneur as employee 

engages in CE and the firm does not have a pro-entrepreneurial organizational architecture. 

Assuming that the employee does not have to conform to the organization’s restrictions, being 

a classic Schumpeterian entrepreneur (Schumpeter, 1934), he/she will reconsider the decision 

and then engage in independent entrepreneurship. By starting from the initial choice of the 

entrepreneur, the interactions between him/her as employee of one firm or independent 

entrepreneur with the firm can be seen in Figure 2.  

 

 

 

 

 

 

 

 
1 In game theory, we understand commercialize as the way in which players interact. 
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Figure 2 – Entrepreneur/employee and firm game explicit the payoffs of their interactions 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: Created by the Authors; Note: *the term C will be used on discussion on uncertainty

       Payoffs result from 
interaction 

       Entrepreneur’s 
Net Payoff 
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δ η 

   
Not Allow CE Employee 
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     Not 
commercialize 
the IE’s 
product/service 

ρ λ 

   Commercialize 
the IE’s 
product/service 

 ε η 

 Independent 
Entrepreneuring 

(IE) 

Firm 
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   Not 
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product/service 
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Each interaction result in net payoffs2 for both. We solve the game between 

entrepreneur/employee and firm applying backward induction.3 In this way, it is necessary to 

explicit the value of each net payoff. We use the literature as reference for it. Looking at the 

last decision of the firm on the game, we have to answer two questions to define the value and 

rank of payoffs.  

First: should the firm have a Pro-EOA in order to allow CE? As we have already 

discussed, CE “may be the most effective method to achieve high levels of organizational 

performance” (Kuratko & Audretsch, 2013). Authors have frequently urged businesses to 

encourage an intrapreneurial spirit (Gautam & Verma, 1997; Williams & Lee, 2011). Therefore, 

β (allow CE) is preferable to η and λ (not allow CE). 

Second: should the firm choose to establish a commercial relationship with the 

independent entrepreneur or not? Neely & Hii (1998) say “innovation enhances business 

performance because the product of innovation increases organizational competitiveness, and 

the process of innovation transforms an organization’s internal capabilities making it more 

adaptive to change.” Moreover, a company’s innovation capability is a great determinant of its 

success. Therefore, improving an organization’s innovativeness enables it to compete better 

with its competitors and achieve better results (Nelson, 1991). If an organization cannot 

innovate, it engages with startups, which can be a good “instrument for exploring new and 

adjacent business models to an established company’s core business with an impact to be 

expected over the medium to long run (Weiblen & Chesbrough, 2015; Kohler, 2016)” (Kupp, 

Marval & Borchers, 2017). Thus, when an employee’s new venture arranges a novel solution, 

the organization would be better commercializing it with the employee then not establishing 

any type of commercial relationship, because it can enjoy some short-term competitive 

 
2 Net payoffs are the gains minus the costs associated with each strategy.  
3 A game theory method for solving a game 
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advantages. Kohler (2016) states that, from the company perspective, startups are a good source 

of external innovation.  

Following this development, η (commercialize the independent entrepreneurial 

employee’s new venture) is preferable to λ (not commercialize the independent entrepreneurial 

employee’s new venture). This is true for the firm in any interaction with the entrepreneur 

(employee).  The firm’s net payoff is presented at Table 1. 

Table 1 - Firm’s Net Payoff 

Net Payoff  
(decreasing order) 

Description 

β Company’s payoff when allowing CE.  

η 
Company’s payoff when commercializing the independent 

entrepreneurial employee’s new venture 

λ 
Company’s payoff when not commercializing the independent 

entrepreneurial employee’s new venture 
Source: Created by the Authors 

Solved the firm´s payoff rank, we also have to impose the same procedure for the 

entrepreneur (employee). Thus, for the entrepreneur/employee we must ask which is better: 

commercialize with the firm, when engaging in independent entrepreneurship, or not? It seems 

obvious that companies can help startups with their products and distribution (Kohler, 2016) 

and become the first paying client (Kupp, Marval & Borchers, 2017). Hence, an emerging 

startup selling to a company is preferable, meaning that δ is greater than ρ. However, it is 

preferable for this to happen in the first round rather than in the second because of time-to-

market consequences, meaning that ε is greater than δ, and θ is greater than ρ 

Nevertheless, CE is preferable to simple commercialization. With CE, the costs of the 

new venture are absorbed by the company, thus mitigating the liability of newness, the valley 

of death a stimming problem. Therefore, α is greater than ε. The entrepreneur/employee’s 

payoff is shown in Table 2. 
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Table 2 - Employee’s Payoff  

Net Payoff  
(decreasing order) 

Description 

α Employee’s payoff when CE 

ε 
Employee’s payoff when commercializing via a firm in the 

first round 

δ 
Employee’s payoff when commercializing via a firm in the 

second round 

θ 
Employee’s payoff when not commercializing via a firm in the 

first round 

ρ 
Employee’s payoff when not commercializing via a firm in the 

second round 
 

By using backward induction, if the entrepreneur chooses the way of firm (Corporate 

Entrepreneuring), the most elevated firm’s net payoff is also on choice Corporate 

Entrepreneuring. On the other hand, if the entrepreneur chooses the way out of firm 

(Independent Entrepreneuring), the most elevated firm’s net payoff is on choice Commercialize 

the IE’s product/service. Finally, comparing the net payoffs knowing the best response of firms, 

the entrepreneur will choose the way of firm. Therefore, given the firm’s and the employee’s 

payoffs values and rank, we know that game equilibrium (i.e., both has the best response given 

the strategy of each one) is achieved when the employee engages in CE and the firm can allow 

it because their net payoff would be α and β, respectively (Nash equilibrium).  

Naturally, the concept of entrepreneuring involves uncertainty (Knight, 1921; 

Schumpeter, 1934; Long, 1983), and since CE is a management-focused entrepreneurial 

behavior that aims to continuously rebuild the operational and management structures of an 

organization by exploiting entrepreneurial opportunities (Kuratko & Audretsch, 2013), it is 
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either impossible or prohibitively expensive to evaluate the effectiveness of an agent's behavior. 

Hence, the CE process clearly presents a problem of ex-post asymmetric information (moral 

hazard) that can be solved by way of an agent-principal contract (Jones & Buttler, 1992). 

The asymmetric information problem emerges when the companies that hire the 

entrepreneur diverge with regard to appropriating the result (Jensen & Meckling, 1976). Due to 

the uncertain nature of entrepreneurship: (a) parties have different risk preferences; and (b) they 

face the possibility of opportunism. An agent-principal contract can be enough to resolve the 

problem. The literature argues that the rewards system designed by the principal can influence 

the strategic behaviors of agents and is a central element in CE (Phan, Wright, Ucbasaran & 

Tan, 2009).  

Illustrating the discussion in game-form, the firm incurs costs, C (see in Figure 2), for 

mitigating an agent-principal problem. In doing so, game equilibrium may shift from (α, β) to 

(ε, η) depending how costly C may be — which means that the firm would not invest to allow 

the employee to engage in CE, and so the employee engages in independent entrepreneurship 

(Nash equilibrium).  

By observing our development of game, we have two propositions: 

Proposition #1: Corporate entrepreneurship is preferable with high levels of: (a) 

liability of newness; (b) Valley of Death; and (c) time-to-market. 

 

     Proposition #2: The absence of a pro-entrepreneurial organization architecture results 

in independent entrepreneurship. 

 

4. DISCUSSION 
 

We first present that corporate entrepreneurship strategy is an intentional and deliberate 

organizational strategy based on identifying and exploring business opportunities through 
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entrepreneurship. On the one hand, organizations are essential to CE because they establish the 

internal environment in which corporate entrepreneurship (CE) takes place. The company’s 

reaction to the external environment also affects its decision-making and CE execution 

internally. 

Some of the research into corporate entrepreneurship has adopted the individual’s 

perspective of corporate entrepreneurship strategy. Individual cognition is an important factor 

in understanding entrepreneurial behavior, and corporate entrepreneurship individual agency is 

critical to properly implementing a corporate entrepreneurship strategy. Therefore, there are 

still gaps in the current literature. Although a number of studies have looked at why people quit 

careers to launch their own companies (Douglas & Shepherd, 2000), little attention has been 

paid as to why people in fast-growing or mature businesses want to engage in their own 

corporate entrepreneurial ventures. The literature does not show what can be done to inspire 

and promote this nuanced choice, but the involvement of workers in such projects is a core 

component of achieving them (Monsen & Boss, 2009).  

Despite the clear importance of the organization and the individual in the CE process, 

their relationship it is not so clear and fluid. The agency problem affects the dynamism of 

corporate entrepreneurship and may influence the emergence of independent entrepreneurship 

in response to agency problems (Jones & Buttler, 1992; Monsen et al., 2009; Phan et al., 2009). 

In this sense, rather than making further attempts to extend accepted hypotheses to the 

organizational context, the hunt for new research avenues should concentrate on the distinctive 

issues that emerge from the phenomena (Phan et al., 2009). Perhaps because their innovations 

were not properly commercialized, some individual entrepreneurs abandoned the 

organizational environment and retained some of the cognitive schemes they formed when 

operating within the company. Alternatively, if cognitive schemes survive in new environments 

once they are established, perhaps businesses that try to implement schemes that are more 
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reflective of conventional entrepreneurship will turn to individual entrepreneurs as a valuable 

pool to draw from (Garrett and Holland, 2015). 

Building on these insights, our study expands the knowledge of corporate 

entrepreneurship (CE) by developing a game theory model of CE that combines individual 

agency and organizational perspectives. Game theory is an appropriate approach because it 

provides a formal way of analyzing cooperative or competitive interactions between decision 

makers (Scholes et al., 2007). 

Our game is based on Ireland et al.’s (2009) Integrative Model of Corporate 

Entrepreneurship and focuses on integrating corporate entrepreneurship and individual agency. 

It is important for properly implementing CES because the individual must not only have pro-

entrepreneurial attitudes, beliefs and values, but also recognize that they have them, and be able 

to understand and exploit the opportunities that arise. 

As a result, without asymmetric information, the employee would be better by CE and 

the firm by allowing the emergence of CE. However, entrepreneurship naturally involves 

uncertainty and asymmetric information between players. Depending on how expensive the 

contracts cost is, the game equilibrium may shift to the employee engaging in IE and the firm 

not investing in a pro-OEA in order to stimulate CE. 

 

5. CONTRIBUITION AND LIMITATIONS 
 

We have three main contributions to the corporate entrepreneurship literature. First, we 

present three variables that an entrepreneur should consider when deciding to CE: the 

consequences of liability of newness, the depth of the Valley of Death and the costs of timing. 

In our research, these are main components of the employee net payoff of corporate 

entrepreneurship. 
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As a consequence of our game, we have presented two propositions as our second and 

third contribution: (i) the absence of a pro-entrepreneurial organization architecture results in 

independent entrepreneurship and (ii) corporate entrepreneurship is preferable with high levels 

of: (a) liability of newness; (b) Valley of Death; and (c) time-to-market. These propositions 

may explain why corporate entrepreneurship have been seen as a great organization strategy by 

the literature, but data shows that it is not widely implemented by the firms and alerts us that 

with the absence of a pro-entrepreneurial organization architecture, a corporate 

entrepreneurship strategy may result in independent entrepreneurship. 

The number of individuals developing new business activities as part of their job 

appears to be unexpectedly low across countries (Global Entrepreneurship Monitor, 2020). 

According to the Global Entrepreneurship Monitor (2020), only about 5% of those involved 

with total early-stage entrepreneurial activity reported developing new business activities as 

part of their job. In some countries, less than 1% of adults responded affirmatively to the report 

(Global Entrepreneurship Monitor, 2020). 

Despite these contributions, our findings should be viewed with the following 

limitations in mind. First, they do not include the whole aspect of the Integrative Model of 

Corporate Entrepreneurship (Ireland et al., 2009). Second, we present a generalized model, 

meaning that there was no specific segregation of industry segments. It is plausible to assume 

that different kinds of industries may alter the intrapreneurship context in some way, and that 

employees may face greater or different trade-offs. As an illustration, high tech industries may 

face pressure for innovation that is greater than in intensive R&D industries due to market 

conditions and the time horizon. Therefore, future research can validate the formulation in 

different industry segments and check if it is still applicable. 
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Third, it was not our purpose to list each individual’s agency aspects in order to 

implement a CES. In this regard, we tried to shed light on the importance of properly 

considering individual agency when implementing a CES.  

Finally, it is possible to adopt a hybrid path between entrepreneurship and corporate 

entrepreneurship, and this hybrid path could be beneficial to the entrepreneur (Raffiee & Feng 

2014). Our game does not clearly consider the possibility of a hybrid path, since it considers 

only the final result of a hybrid path that, according to the authors, would be eventually quitting 

the job. Further research could better evaluate and modify the game in order to understand the 

hybrid path phenomenon better. 
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