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ecosystem available (Chandler and Hanks, 1993). These factors have been linked with their
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the decision maker, and heuristics used by the decision maker (Walsh, 1995). The focus of this

paper is the process perspective.

Decision-making of entrepreneurial firms involves more extensive use of heuristics and
personal beliefs of the entrepreneurs than it is in case of managers in larger organizations (Baron,
1998; Busenitz and Barney, 1997). When decisions are to be made in situations that are complex
and available information being imperfect, entrepreneurs’ use “heuristics”. These heuristics are
simplified, experience-based, and self developed rules of decision-making. Entrepreneurial
activity involves judgmental decision making (Foss & Klein, 2006) as the range of possible
outcomes available to an entrepreneur is usually limited. The range of possible outcomes is
limited because of bounded rationality being faced by the entrepreneur (Thompson, 1967). The
way an entrepreneur perceives and learns, as well as his reasoning is different from that of a
manager. Individual heuristics and beliefs are used extensively by an entrepreneur in the
decision-making process. Such a heuristic-based judgmental decision making which is not
impeded by procedural and structural delays enables an entrepreneur to exploit the opportunity
better in times of uncertainty. Managerial cognition and decision making is more systematic, and
is based more on factual information (Alvarez and Busenitz, 2001). Managers’ use preset rules,
incentive structures, set procedures, and fact based logic. The windows of opportunity available
to entrepreneurial ventures are brief, and exploiting these need fast decision. Heuristic-based
logic enables the entrepreneur to exploit these opportunities better (Tversky & Kahneman, 1974).
For startups, pursuit of new opportunities using more factual-based logic becomes very costly, if
not impossible. Adhering to complex rules, policies, and procedural routines, creates hindrances

in way of exploration and exploitation of opportunities for start-ups. Heuristic-dasstbzssu
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survive, grow, and sustain that growth.®> Tackling (or managing) uncertainty is the central
component of the decision making process in organizations (Andrews, 1971, Miles, Snow and
Pfeffer, 1978). Burns and Stalker (1961) mentions uncertainty can be categorized into perceived
uncertainties (uncertainties as perceived by decision makers) and objective uncertainty (actual

uncertainties that exists).

Perceived environmental uncertainty can be classified into three types: state, effect, and
response (Milliken, 1987). State uncertainty arises due to imperfectness in availability of
information and this makes it difficult for the decision maker to understand or to predict the state
of environment. Effect uncertainty arises due to decisions makers’ inability to correctly judge
impact of environmental changes on their firms. Response uncertainty is caused by the decisions
makers’ inability to generate sufficient options to tackle the uncertainties and/or preempt the
potential impacts of the chosen option. It is usually this third type of uncertainty, viz. response
uncertainty, which puts the decision maker in a dilemma. Thus one can see that lack of
information or knowledge is a major source of uncertainty.

Bourgeois (1980) mentions that there are two major sources of objective uncertainty for a
firm, viz., task environment (Thompson, 1967) and general environment (Ansoff, 1971;
Lawrence and Lorsch, 1967). Task uncertainty arises due to the very nature of task and consists
of dimensions of the environment with which the firm has direct interaction. General
environmental uncertainty is the uncertainty arising from factors external to the organization and
consists of dimensions of the environment which affects the firm indirectly.

Major objective uncertainties for an innovation based start-up which can emerge from the
task and general environment can be market uncertainties, technological uncertainties, and

financial uncertainties. Market uncertainty is one of the major sources of uncertainty (Burns &
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very little information available how the market will react to the introduction of these products.
Technological uncertainty is another major source of uncertainty for innovation based start-ups
(Sommer, Loch, and Dong, 2009) since the new technology is yet to prove itself and still unclear.
Also, due to high rate of product and process innovation by current and prospective competitors,
several other substitute designs are competing with the new product for dominance (Tushman
and Rosenkopf, 1992; Anderson and Tushman, 2001) creating an uncertainty for the start-up.
Access to finance has been found to positively influence start-ups’ formation (Gartner, 1985),
growth and sustenance (Castrogiovanni, 1991; Covin & Slevin, 1991; Vesper, 1980). Certainty
related to access to capital is thus critical. Thus any other factor(s) that would influence
generation of capital within the firm or getting fresh investments is important for the firm’s
performance. Some of these factors are related to market or technology uncertainty which can
affect firm’s revenues and thus can effect generation of capital within the firm. Factors that can
impact fresh investments are problems in dealing with banking institutions, problems in dealing
with venture capitalists, and problems in dealing with government funding agencies.

These objective uncertainties will have different attributes: complexity and dynamicity
(Burgeois, 1980). Complexity refers to the numbers of and diversity of the objective factors
impacting the organization. Number of interactions between these factors also impacts
complexity. Dynamicity refers to the degree of change related to these factors (Dill, 1958;
Duncan, 1972; Thompson, 1967).

The unique cognition and decision-making process of entrepreneurial start-ups combined
with the resources it gets access to through its network gives skills of exploration and
exploitation simultaneously. Entrepreneurial acumen and entrepreneurs’ network contributes to
building its dynamic capabilities. The dynamic capabilities enable it to tackle the environmental
uncertainties and take benefit of the opportunities (which are usually available for brief period)
much ahead of others. Now let’s discuss dynamic capabilities and how network helps in building

these capabilities.

Building dynamic capabilities
There can be a host of tools that an organisation may employ to achieve dynamic capability. One
such tool is the co-alignment and realignment of internal functions as per the needs mandated by

the environment (Venkatraman, 1990).
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An organisation may also employ tools which alter external conditions such as
developing and renegotiating inter-organisational networks of which the current organisation is
at the centre or a part thereof. Such an inter-organisational network is composed of three aspects,
viz., direct ties, indirect ties, and structural holes (Ahuja, 2000). Current literature on inter-
organizational networks largely views existence of such networks from the prism of resource
acquisition including knowledge, and development of specific capacities such as absorptive
capability. There seems a visible gap in literature which would link inter-organizational network
to the development of higher-order organizational capabilities. The economic turmoil of 2008-
09, where financial crisis in one nation had a ripple effect on the economic well-being of a large
number of other nations, warrants that we explore this missing link whereby inter-organizational
networks may be viewed as a key determinant for the development of organizational dynamic
capabilities. Novelty in realigning such inter-organisational networks by an organisation, such as
decision on the quantum of direct vis-a-vis indirect ties, is also a symbol of the organisational
innovation capability. Ahuja (2000) suggested that the objectives of network members, i.e., the
member organisations, decide the architecture of inter-firm networks.

Dynamic capabilities, as understood by Eisenhardt and Martin (2000), are the processes,
viz., organisational and strategic routines, by which firms achieve new resource configurations in
dynamic market conditions. This view is partly similar to the understanding of Teece and Pisano
(1994) and Teece et al. (1997), the similarity being in the way focus on input-based view is
deployed. Dynamic capabilities are seen to be a manifestation of the ‘best practices’ employed
by an organisation, with an inference being that dynamic capabilities being specific and
identifiable processes linked to aspects such as product development and strategic decision-

making. Also, these dynamic capabilities are idiosyncratic in nature and path-dependent.

Role of networking in tackling uncertainties

Entrepreneurship is a highly dynamic process and the entrepreneur is dependent on his linkages
and relations (Aldrich & Zimmer, 1986) to gain access over resources in order to sense and
further seize the opportunity existing in the market. Entrepreneur’s position in a social network
to a great extent facilitates the performance of his/her start-up (Birley, 1985; Hansen, 1995;
Portes, 1998) by providing leads on market gaps (Hansen, 1995), access to capital (Batjargal and
Liu, 2004), technological know-how (O’Donnell et. al, 2001), and access to required human

capital. Entrepreneurs use networks to acquire resources and to execute their business mission
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institutions. The rationale for selecting these firms was that they were placed in a congenial
environment of the IC, functioning in a domain involving the task environment, which is rapidly
changing, and has high growth potential.

The interviews were conducted in two phases. In the first phase, three firms were selected
and their top managers of the level of CXO interviewed. The firm owners are henceforth masked
as FO1, FO2, and FO3. Subsequently, two other firms were contacted to see if there are any
incremental insights that they might offer; in absence of such incremental benefits, we decided to
stick to the final sample size of 5 firms. This approach is aligned with the rationale of theoretical
sampling (Jack, 2008). After analysing each interview on a standalone basis, the patterns that
emerged were compared with other interviews to develop themes. Our interpretation of the
patterns that emerge out of analysis of the interviews is discussed in the next section. These are
presented as six propositions.

Firm 1 is in the IC for over 15 months now and currently operates with around 25
employees. Its product is an innovative, multi-point unified communications, collaboration and
conferencing server platform with built-in support for access to platform features through a

personalized, customizable web-interface. Commercial version of this product has been
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personified in the interactions of the entrepreneur and his/her charisma gets transferred to the
lived existence and experience of the firm. The entrepreneur seeks to promote himself to other
social actors through the vehicle of his organisation. He/she desires that others should come to
know of the firm through him and this constitutes a fundamental reason for broadening activities.

Proposition I: The broadening actions of the entrepreneur leads to an increase in direct
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Quality and image of the direct tie is more important than the number of direct ties one
has (Ahuja, 2000). Search for important information and access to quality nodes becomes easier
because of the association it a high quality direct tie. Such association can help in addressing
problems such as liability of newness (Stinchcombe, 1965).

Networks facilitate access to information, knowledge, and resources. More broad and
deep a firm’s network is more agile the firm is in reacting to environmental uncertainties.
Network builds competitive advantage though dynamic capabilities gained through networks.
Also, strong influential ties help in meeting uncertainties. Independent IBSUs are often at a
disadvantageous position, for not having links with sufficient relevant direct or indirect ties, lack
resources and lack of management capacity; these factors seriously impair their competitiveness.
Incubated firms get access to all these resources because of their being associated with the IC. In
the initial stages of a firm, family and informal personal ties become the critical source of
support (Steier, 2007). Entrepreneurs are usually good networkers and hence have a large
informal network (Thompson, 1999). As was evident from the interviews these links had not
been developed with any specific purpose. None of the interviewees were found to have used
much of their school, college or other friends to address the uncertainties that they face. Though
entrepreneurs transforms their previous informal ties for business purposes as evident from the
dataset a minor percentage of the ties in personal informal network is actually used for business
purposes. SO when an entrepreneur is not tied to a strong and high quality node such as IC,
he/she has to maintain a larger number of redundant ties vis-a-vis when one is tied to such a
strong and high quality node (why and how? Ref...from data). The indirect ties that one
approaches through the high quality strong direct tie or which are approachable directly because
of the association with high quality strong direct tie are much more relevant to their business

needs and are of immediate use.

Proposition 1V: Access to a high quality strong direct tie minimizes the chances of
building redundant ties and membership to high quality strong direct tie positively

influences easy access to other high quality ties.

Association with IC1 provided entrepreneurs opportunity to have links with other

institutes of excellence. Access to such top level institutes has helped them in getting design
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inputs, product improvement inputs, and marketing and communication related inputs. Many of
these inputs are available at almost no cost and are cutting edge (at times which may not be
available to larger firms, which do not have such direct ties). Ties with IC have helped the
entrepreneurs in gaining access to alumni of other institutes of excellence, who in turn are
successful entrepreneurs. The entrepreneurs said that the knowledge that they gain from other
successful entrepreneurs was of immense help to them in redesigning their systems, structures,
and process. Again, the insights that these start-up firms gain from the mentors (academic and
practicing experts) with whom they are tied to through IC has been of great support to them in
building new capabilities for the firm. Being largely from technical background, the

entrepreneurs believed that their “idea was great and they will rock the market™. But, their first
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