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Stefan K. Sloek-Madsen, Copenhagen Business School.  

Commercial Capabilities and Entrepreneurial Value 

Capturing in Dynamic Maritime Markets: The Case of 

North Sea Oil Service Companies 

Abstract 

This paper develops and tests a theory of entrepreneurial value capturing in maritime 

markets. The framework is argued to be applicable in all maritime fields and other fields with 

similar attributes but is specifically tested on Oil Service companies operating in the North 

Sea region. This specific empirical application, however, mirrors general maritime concerns 

of derived demand and high capital intensity and knowledge specificity. The paper introduces 

the construct of Commercial Capabilities and models the relevance of such a subset of firm 

capabilities from an entrepreneurial dynamic market process view; building on Kirznerian 

alertness, Hayekian capital heterogeneity, and Knightian uncertainty. The theory helps 

explain value capturing from a firm perspective but also subsequent new firm creation or 

value loss. The model is tested and relevant managerial implications, as well as reflections on 

further research, presented. The paper is written so as to be relevant for maritime economists, 

in moving an emergent maritime entrepreneurship agenda forward, but also mainstream 

entrepreneurship research, and applied Austrian economics, in attempting to test theory in an 

industry setting only sparingly engaged by non-maritime researchers. 

Keywords: Entrepreneurship, Offshore Production, Oil, Austrian Economics, Capital 

structure, uncertainty, 

1. Introduction 

The field of maritime economics, as understood as the modern subfield of economics and 

management dealing with activities related to seaborne transport and resource extraction, is 

well established since the early 1970s (Goss, 2002; Heaver, 2012). While the subfield can 

boast to be multidisciplinary in certain aspects (Heaver, 1993; Talley, 2013; Woo et. al., 

2013), important areas of inquiry are missing, such as institutionalism (Button, 2005) and the 

field in general is predominantly focused on business history or neoclassical methodology 

with some key sources even claiming the industry perfectly suited to match this (Stopford, 

2013:3). While such methods can likely help, at least to a certain extent, explain value 

creation, they are ill suited at explaining ongoing value capturing. This paper sets forth to 

propose a theory of value capturing that is specific to the unique conditions of maritime 

businesses. The paper further attempts to test the validity of the theory in one of the many 
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sub-areas; oil service companies. The paper is of general interest to management science and 

economics as an attempt to operationalize entrepreneurship capability theory of value 

capturing. 

To understand why a theory of value capturing is missing from maritime economics it is 

fruitful to go beyond the scope of this paper for a moment. Value capturing; meaning how 

companies get actual cash from actual customers from their actual products and services, is 

hard to model given many of the underlying assumptions used in neoclassical economics, and 

is hence often explicitly or implicitly assumed to be happening in maritime economics either 

automatically (in the case of full information or perfect competition) or to have happened (in 

the case of objectively given prices). But for practitioners, value capturing and sales are no 

trivial matter and does not happen automatically. There do thankfully exist theories in general 

economics and management that can help maritime economics go further towards explaining 

the nature of maritime value capturing if we see value capturing as dynamic process of 

entrepreneurial actions. This paper uses general theories in a synthetic approach to theory 

building seeing entrepreneurship as a function (see Klein (2008) for further details) relating 

to the creation, defining, discovering and exploiting (the focus of this paper) opportunities. 

As such, the papers fundamental understanding of entrepreneurship is that it can happen in 

both new and established firms (Hamel & Prahalad, 1994; Miller, 1983; Hitt & Ireland, 2000; 

Sathe 2003; Sautet, 2002; Zahra et. al.,2006; Foss & Klein, 2012), and fits well with what is 

conceived to be the relevant issues of management entrepreneurship interest (Shane & 

Venkataraman, 2000). This paper argues that while entrepreneurship based research has 

gained tremendous popularity in universities and business schools over the last decades the 

underlying concepts are missing but fruitful for maritime research as entrepreneurship plays a 

large role in both technical and economic growth (Blau, 1987; Aghion & Howitt, 1992; 

Wennekers & Thurik, 1999; Blanchflower, 2000). General management science has 

especially made use of Austrian Economic theory to investigate entrepreneurship (Shane, 

2000, for further examples, see: Jacobson, 1992; Chiles et al, 2007, 2009; Foss and Ishikawa, 

2007; Minitti and Levesque, 2008; Klein and Bylund, 2014). 

Despite a long-established call for independent maritime entrepreneurship research 

(Svendsen, 1981), maritime economics could be tempted to just incorporate general 

entrepreneurship theory and empirical findings directly into the maritime field as indeed 

some few have done (Evangelista and Morvillo, 1998; .Borch and Batalden, 2015). This 

paper argues however that such an approach is not without pitfalls. A lot of modern work on 

entrepreneurship treat the entrepreneurial function in “a highly stylized and abstract way” 

(Foss & Klein, 2012). Further, most empirical work and subsequent theory interaction have 
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been done on software or pharma, both industries that are fundamentally different from 

maritime industries in the way their capital and payment outlays work, how they are 

regulated and how their customer base is manifested1. We need to, as maritime economists, to 

start to develop our own entrepreneurship research agenda that goes beyond the fine work of 

business history biographies (see for instance Hornby, 1988; LaRocco, 2012; Jones et al 

2013; Jephson & Morgen, 2014; Ekberg et. al., 2015) to the conceptual and modeling stages. 

This paper is a small step in that direction by utilizing entrepreneurial theoretic insight to 

build and test a theory of maritime value capturing. The paper proceeds as follows; First, I 

develop a construct of commercial capabilities which is secondly used in a conceptual model 

of maritime value capturing. This model is illuminated further with an illustrative example. 

Thirdly, I proceed to explain the industry and data on which the paper test the model. 

Fourthly, the paper states test the proposed model. Fifthly, I discuss management 

implications and lastly, I conclude with a small section on the discussion of further research 

ideas.  

2. The Construct of Commercial Capabilities 

A theory of value capturing is an applied and dynamic entrepreneurship theory. Such a theory 

states that firms need ongoing entrepreneurial mindset and actions in order to stay profitable 

in the marketplace: “A good theory of entrepreneurship should explain the conditions under 

which entrepreneurship takes place, the manner in which entrepreneurship is manifested, and 

the interaction between entrepreneurial activity and firm, industry, and environmental 

characteristics” (Foss & Klein, 2012). A theory of maritime value capturing as an applied 

entrepreneurship theory subsequently have to live up to a certain set of expectations too. 

Firstly, it must help to conceptualize how value capturing as defined in the Introduction can 

happen. Both generally and in the individual firm. It should focus on actions for opportunity 

discovery and exploitation (Klein, 2008). As a step towards that, it must also help us to 

understand what happens to value that is not captured by individual firms. It should ideally 

but not necessarily go beyond theorizing to empirical illustration and even testing (Hayek, 

1968). Finally and most importantly, it has to take account of the specific industry structure 

that makes up maritime industries. 

                                                 
1 Software companies are for instance characterized by having marginal costs going towards zero and very low 

upfront CAPEX Maritime entrepreneurship is completely different, operations are very costly and while we 

have seen enormous improvements operations will likely remain costly. The investment and payout structure is 

also different, for instance building ships take time, is very expensive and many ship owners and operators as a 

result earn a large part of their profit not on operations but the buying and selling of maritime assets. While there 

are more similarity to pharma, both industries being highly regulated for instance, the nature of regulation is 

very different, and the commercialization of investment very different too. 
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In order to develop such a theorem, this paper starts with classic theoretical developments 

within general entrepreneurial economics and specifically in terms of needed capabilities of 

individual firms (see Foss & Klein (2012). But, this paper contribute with an empirical 

application and testing. These elements help to form a dynamic understanding of markets 

wherein value capturing is a relevant question to ask. To answer this question the paper 

argues that companies need a specific set of commercial capabilities. 

Commercial Capabilities are the specific subset of capabilities that a firm holds that enable 

value capturing (for more on general capability theory see Sanchez, 1999; Teece, 2007; 

Drnevich & Kriauciunas, 2010; Teece 2014). Commercial Capabilities like other capabilities 

is “a set of skills and proficiencies needed to achieve a goal” (Sabnis et al, 2013, p. 56, see 

also Day, 1994; Drucker, 1985; Li & Calantone, 1998). They are organizational in the extent 

they form “a high-level routine (or collection of routines)” (Teece et. al., 1997). Commercial 

Capabilities can be tacit, but are repeatable and captured in the internal processes and 

systems, but performed in actions. They are empirically different from other non-commercial 

capabilities in that Commercial Capabilities manifest in dealings that have customer 

interfaces. They can be related to sales force composition and tactic, but also other areas like 

supply chain composition (like delivery ability), financial agility (like billing regimes), 

corporate governance (like reimbursement limits), HR (like incentive schemes), etc. The 

precise desired composition of Commercial Capabilities are a strategic choice based on the 

business model of the firm (Zott et. al. 2011); Their composition success rate is contingent on 

their ability to capture value. 

It is important to understand why we need to talk about specific Commercial Capabilities and 

not just capabilities as capabilities is already a very develop theoretical construct, and having 

been already sparingly utilized in maritime economics (Jenssen, 2003). Firstly, value 

capturing is the most important aspect of any going concern, all other activities are financed 

as a deductible from the value captured top line or by taking on debt. This reason gives us a 

practical reason to devote attention to the subset of total firm capabilities that form 

Commercial Capabilities. The academic reason is that of analytical clarity. Classic 

capabilities discussion, while beneficial to our general understanding, does not address the 

aspect of value capturing per say. For instance, the classic distinction between dynamic 

versus sustained capabilities is about how capabilities function in the firm, not how they 

relate to value capturing from customers. In addition, Commercial Capabilities are not 

necessarily exclusive to either the dynamic or the substantive subset to use Zahra et al (2006) 

terminology. To further clarify Commercial Capabilities can exist in the firm despite not 
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producing a total value capture, or indeed any at all; they were than simply not optimally 

matched to the given market conditions.  

In Figure 1 I have attempted to illustrate the construct of Commercial Capabilities. The 

underlying idea of entrepreneurship as a function is here modeled as a continuum between 

business execution on current value capturing potential on the one end, and judgments about 

the uncertain future demand of customers on the other. On the other axis, we have the classic 

distinction between dynamic and substantive capabilities. Commercial Capabilities are hence 

best seen as the moving share of capabilities needed to capture value at a specific time. In a 

way, Commercial Capabilities is an operationalization of Kirzner’s (1973) argument that 

entrepreneurs are seeking temporary monopolies. In the next session, I will utilize the 

construct of Commercial Capabilities in the specifics of the maritime context.  

Figure 1 – A Conceptual Model of Commercial Capabilities 

 

Source:  Own analysis 

3. A Model of Maritime Value Capture 

We start our modeling with the classic description of a market, and one often utilized in 

maritime economics, that of perfect competition. In such a model, the price is objectively 

given and quantity of goods sold is dependent on the shape and intersection of supply and 

demand curves. While the model is suited for many purposes, it is not suited for explaining 

value capturing. In a model of perfect competition, all value is assumed to be automatically 

captured and depleted, and there is no room for new entrants (Kaldor, 1972). Even if viewed 

as an instant snapshot of the market, as Stopford, for instance, does (2004, 2005, 2007, 
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referenced in 2013:161-167)2, it is poorly suited for this paper's purpose, as there is no 

residual value; no room for entrepreneurial action (Mises, 1949) or strategy differentiation 

(Schumpeter, 1911; Knight, 1921; Mises, 1949; Bianchi & Henrekson, 2005).  It is, in fact, a 

world with no actual competition. 

To move our model forward I do, what I denote, a Kirznerian trick. The trick is from his 

monumental work on price theory “Competition and Entrepreneurship” (1972). His trick 

composes of introducing the “layman” concept of competition. In such a concept, the market 

is dynamic and actual competition by firms by bidding up and down prices and quantities 

take place. In such a concept, competition is not a description of an end state where a 

competitive process has already occurred, but an ongoing process with uncertain outcomes 

(Hayek, 1945, 1946, 1968). Value can be left uncaptured and the amount of value captured 

by each individual firm is up to their Commercial Capability configuration. This is also 

empirically shown in Ekberg et. al. (2015) in that economic development of maritime 

industries are self-evident, but far from self-executing, and entrepreneurship is not just about 

new firm formation but equally about incumbent firm survival. 

In other words, we have now moved to a model of dynamic demand and supply curves. Such 

dynamic shifts happen for reasons most often beyond the control or the knowable limit of the 

individual firms (Hayek, 1945). This seems to be even more important for maritime 

economics, because of the derived demand structure of most maritime activity (Stopford, 

2013). The concept of derived demand comes into play because of the historical fact of 

specialization of the merchant from the early nineteenth century which led to a separation 

between shippers of goods and ship owners and operators (ibid). So while maritime activity, 

and therefore entrepreneurship, is likely 5000 years old, after this point we start to see 

specialized maritime business models separated from other commercial activity; from early 

specialized ship owners to today's oil rig providers, the important aspect is that maritime 

commercialization happens from a derived demand; people do not ship goods because there 

are ships or drill for offshore oil because there are rigs, entrepreneurs provide ships because 

                                                 
2
 The “repeat” static equilibrium method cannot be claimed, as Stopford does, to model dynamism. Because 1) 

human behavior cannot be assumed to behave with the same degree of certainty as natural sciences, as humans 

are motivated by the ideas they hold (Popper (1959). 2) The actual passing of time (even in going from one state 

to another) adds to uncertainty; imagine an agent in t1 wanting to predict his response in t3 to a certain problem, 

even with knowledge of all cognitive theory and full information the agent still requires time, t2, to process and 

decide, and that time has the possibility to effect him and the world (Popper, 1959; see also O’Driscoll & Rizzo, 

1996). 3) While some such models attempts to model learning, they likely miss important understanding of how 

subjective learning and communication work (Knight; 1921; North, 1995; Zahra et. al., 2006) 
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there are good to ship and rigs because others wish to drill for oil. Our model aims to capture 

such modern derived demand maritime entrepreneurship.3 

Having staged and confirmed the relevance of the dynamic market process view of the 

market for the maritime field we can now move on to the implications. As a consequence, 

value capturing depends on the match between supply-demand curves and Commercial 

Capabilities. So in such a world where supply and demand curves change constantly, a part of 

Commercial Capabilities are the capabilities that help companies be alert to changes in 

demand curves, after all, no one is immune to others exploiting an opportunity.  

The concept of alertness, as being alert to what changes results in new opportunities for profit 

and loss and what these will do to and for the firm, comes from Kirzner (1972) who states 

that our challenges are understanding why yesterday’s plans are exchanged for today’s new 

plans. Operationalized alertness is hence not so much that curves shifts, but the ability to 

notice, communicate, and alter the shift. It is important to note that alertness is not confined 

to individual genie but can be hired in (to paraphrase Kirzner: being alert to alertness) and 

supported (hindered) by resources and organization. The ability to hire entrepreneurial skills 

align well to Schultz (1979) in that entrepreneurial ability, in our case Commercial 

Capabilities, are supplied, demanded, and subsequently priced on a market for production and 

management input.   

Important for understanding the importance of the applied dynamic market process view on 

Commercial Capabilities is the time dimension itself. Alertness can be to short term, medium 

term, or long term changes and effects, or to all of these (see both Keynes, 1936, and Kirzner 

1972). Later in the paper, I use the maritime Oil Service Industry to test the model, an 

industry that rise and fall with the oil price (a derived demand). There are a very different 

skill and capability set needed to spot and react to short term changes and long term changes, 

which is anecdotally evident in this industry. Another example is day to day (short term) 

individual sales versus a company-wide long term cash retention strategy; a salesman might 

                                                 
3
 Viewing modern maritime entrepreneurship as a derived demand, means to view it as almost another factor in 

the production function of supplying a given good. This is likely one of the reasons why maritime 

entrepreneurship theory is not a developed area in its own right. This state of affairs is saddening. If taken to the 

extreme, why bother with a specific maritime field if maritime activities are just the result of the rest and “real” 

economy, an unfortunate byproduct of lack of better technology? As maritime researchers, we know that this is 

of cause not true, the organizing and operations of maritime activities are anything but trivial and likely have a 

value beyond their place in current value chains of other industries. 
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see his bonus affected by day rates on steel and is incentivized by this when deciding when to 

process a new order, despite it having adverse effects on his employer's long-term strategy. A 

likely part of Commercial Capabilities relating to alertness is also knowledge (such as from 

customer interaction), and importantly that knowledge gained in a specific situation, say 

brokering a shipping contract, can be generally utilized (O’Driscoll & Rizzo, 1996) and 

hence market process explains why actors enter, stays, or exit, market transactions and with 

what (changing) means they do so (Nowinska, 2016).4  

Having established alertness to be part of Commercial Capabilities I now move on to the next 

element, that of capital structure heterogeneity (Menger, 1871; Mises, 1912; Hayek, 1931, 

1941).  Capital structure theory is needed to move entrepreneurship theories from opportunity 

acknowledgment to opportunity exploitation (Foss & Klein, 2012). Capital structure is both 

monetary investment, but even more so, the asset this investment acquires (Williamson 1985, 

1996) and how these are organized (Richardson, 1972) and ultimately used. Capital 

heterogeneity refers to the fact that capital has both a value and a time dimension and is not 

instantaneously interchangeable (Lewin & Cachanosky, 2016). In entrepreneurial value 

capturing attempts, capital is structured by its specific deployment over time and in specific 

pursuits, capital goods are, in other words, what entrepreneurs think they are at a given point 

in time (Sauce, 2016). If the pursuits it is tied up in what proves unprofitable the firm faces a 

loss or at least redeployment costs, because actual capital reshuffling is sticky and costly 

(Bylund, 2015). Often times capital structure is either assumed to be homogeneous or, as is 

the case in most capability theory, not given much attention, with some notable exceptions. 

However, this question is not trivial in maritime where capital heterogeneity and resulting in 

multi-asset specificity (Lachmann 1956; Penrose 1959; Coase 1960) in dynamic markets 

easily leads to maladaptation costs (Williamson 1991) and malinvestment (Hayek, 1931). 

Maritime industries are typically industries where large capital outlays are needed far in 

advance of potential cash flows and the outlays are highly specialized to for instance ship 

types (Veenstra & Ludema, 2006). Furthermore, ships are not only not instantly transferable 

to more profitable ports or retrofitted to new usages. Not only does it take time, but the time 

is even dependent on other factors like ports, shipping routes and crews (Pirrong, 1993). In 

other words, maritime capital structure is not just asset specific, but highly and fundamentally 

heterogenic. So even companies that have Commercial Capabilities to achieve alertness, still 

                                                 
4 As such this model is following Foss (1994), building on Popper and Hayek that the goal of social science is to 

explain the unintentional effect of intentional behavior.  
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face constraints from their capital structure. Companies face several important choices as to 

how specific the capital is deployed and subsequently how they the firm can redeploy if more 

profitable opportunities present themselves. An example presents itself in the Norwegian 

offshore supply vessel operator Viking Supply Ships, who after wrongful entrepreneurial 

capital choices faced a harsh restructuring process resulting in all their AHTSs5 and all but 

one of their PSVs6 going from being contracted to being on the spot market - of their large 

deficit about 60% was the direct result of write-offs on the PSV assets. The company further 

faced a large punitive one-off refinancing cost and significant changes in human capital such 

as layoffs and the CEO stepping down to handle other internal projects (Hartkopf-Mikkelsen, 

2016C, 2016D). Firms might also miss an opportunity simply for the times it takes to go to 

market (Salgado, 1999) and it is often not immediately obvious what capital assets should be 

combined (Foss & Klein, 2012), an illustration of which is found in the Shipowner Celcius 

who twice missed a perfectly timed market entry due to the bankruptcy of Chinese shipyards, 

and indeed have changed capital structure several time including investments within Gas, oil 

product tankers, ship financing, and chemical ships (Hartkopf-Mikkelsen, 2016A, 2016B). 

As such entrepreneurial actions and choices are not taken in a vacuum or unrelated to other 

choices, such as those about current capital structure. Hayek (1937) shows that investment in 

changes in capital structure too is interrelated, as future financing options are dependent on 

past capital structure of the firm and other firms. In order to understand his argument, we 

must take a step back: Capital understood static refers both to the quantity and its value (like 

cost), but when modelled in equilibrium models as the same thing it implies that an increase 

in capital would result in a decrease in marginal productivity. However just because we 

invest more does not mean we per say want or need to invest less in the future. That depend 

on what assets firms invest in and why. If firms choose wrongly there will be an even greater 

need for further capital (and a more expensive rate of interest) because we need to service 

past investment and make new ones. Investment today are also likely done expecting to 

invest more in the future, with some degree of certainty, hence firms need the rate of interest 

to be the same. So, even if an investment decision is unique, its success depends on other 

actions (often by others) too. When conditions change, firms might still invest because they 

have to in order to salvage their initial investment. This can make it more likely later 

entrepreneurs will invest more as past actions of other entrepreneurs have bid prices up. So 

because of capital heterogeneity, demand is pushed up, but economic actors do not refrain 

from lending, pushing it further. At the same time reducing funds for reinvestment.  Because 

firms expect easier market conditions, they overcommit and as such make resulting market 

                                                 
5 Anchor Handling Tug Supply vessels. Mainly used for anchoring oil rigs. 
6 Platform Supply Vessels. Mainly used to supply oil rigs. 

mailto:jhm@shippingwatch.dk
mailto:jhm@shippingwatch.dk
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conditions worse than they would have been otherwise. This is a great example of what a lack 

of capital understanding in Commercial Capabilities can lead to. 

Precisely because of capital heterogeneity, we also have to understand economic agents as 

being boundedly rational (Simon, 1955) because the capital structure is complex (“Interact in 

a non-simple way”, Simon, 1960) and uncertain. Therefore the final element in the model 

refers to uncertainty-bearing – a central theme in both entrepreneurship and transaction cost 

theories of the firm. Dealing with a dynamic market requires entrepreneurial judgment about 

future supply-demand curve shapes. Knight (1921) famously drew attention to the needed 

distinction here between risk that can be modelled as at least outcome are known, and likely 

probabilities too, versus uncertainty where not even possible outcomes are known, a view 

very fitted for the dynamic market process, where agents must make (or is forced to make) 

best guesses to guide their value capturing strategy. 

Foss & Klein (2012) (building on Langlois and Cosgel (1993) and Jarvis (2010)) draws 

attention to a more nuanced understanding of Knight’s argument, however; it is “… primarily  

about the ability to articulate and communicate, or transfer, estimates about the future, 

rather than the ability of individuals to make these estimates themselves…” (their emphasis) 

While firms need to acknowledge that outcomes are uncertain this is not an excuse for 

inaction or lack of analytical problem engagement, quite the opposite in fact. Precisely 

because both probability and outcomes are uncertain we need economic agents to act 

entrepreneurial and do three things; 1) envision possible outcomes, 2) assign likely 

probability, and 3) be able to communicate vision and outcome to oneself, the needed 

resources for execution, and customers.  This is an important part of the Knightian 

contribution and one most commonly overlooked.7 The last element of Commercial 

Capabilities relates to these activities, and we know that they can be viewed as capabilities 

(Klepper, 2002; Gartner, 2007; Elfenbein et al; 2010). Further evidence is found in the self-

selection among entrepreneurs in being comfortable with facing hard uncertain decisions 

(Busenitz and Barney; 1997; Bhide, 2003; Rigotti et al, 2011). 

So in summary I argue that Commercial Capabilities needed for maritime value capturing is 

best understood in a dynamic market process. They are related to capabilities that makes the 

firm 1) alert to changes in demand curves, 2) the ability to manage a heterogenic capital 

structure and 3) the ability to envision uncertain outcomes and effectively communicate these 

internally and externally. I have modeled the approach in Figure 2. As seen here whenever an 

                                                 
7 Kirzner does talk about selling cost as having the ability to shift demand curves, which is related to the same 

issues in this authors opinion.  
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incumbent firm fails to meet changes in supply and demand with matching Commercial 

Capabilities they forgo value capturing, leaving this up for either existent competitors, new 

entrants, or a loss of value potential. We see here how the theory relates back to an 

understanding of entrepreneurship as a function in the economy, a behavior in firms and 

among agents, and therefore still help explain new firm creation.  

Figure 2 – A Conceptual Model of Maritime Value Capturing 

 

Source:  Own analysis 

3.1 An Illustration 

Before progressing to a direct empirical test I presume to make a fictional illustration. 

Imagine firm A in the oil service industry. The firm is in a situation t1 where oil prices are 

high and the derived demand is hence high, and orders are good. If firm A is alert to changes 

in demand curves it will realize that things will likely either improve or worsen. In order to 

have this information firm A builds Commercial Capabilities by hiring a top level sales force, 

being actively engaging with customers via internal and external events, have an active social 

media presence and so on. Because of these commercial capabilities firm A discovers that a 

new customer is looking for suppliers (an increase in demand). Alternatively, if they did not 

have these capabilities in place the customer would not have found them resulting in either a 

competitor - new or existent - getting the order opportunity, or the new customer would go 

unserved, meaning an aggregate loss of value. 

In t2 firm A have managed to secure a sales dialogue with the new potential customer. The 

customer wants to rent three Jack-up oil rigs with crews. The next Commercial Capabilities 
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that becomes relevant are related to heterogenic capital structure management and deals with 

whether the company and especially the sales force know the current utilization rate and 

place of capital assets. Assuming they do, it turns out the customer request are 20% above the 

total utilization of the firm A’s rigs. Now the company has to have Commercial Capabilities 

to understand and deal with a very complex situation; How do the current offer compare to 

existing business? Can existing business be exited via incomplete contracts (Williamson, 

1991) if the new offer is worth more? And if so what are the penalty financially or reputation 

wise? Can the new customer be secured now while the fleet is expanded? If so, how to do 

that – investing (if funds can be obtained), renting, etc? Again, we see here that successful 

management of capital heterogeneity is required for the possible value capture. Lack of these 

again opens space up for value loss to incompletion or competitors. 

In t3 the firm has an overview of the capital structure and requirements for restructuring. Now 

it is time for judgment related Commercial Capabilities. It turns out that in order to service 

the new customer an investment must be made, and Firm A must disappoint an existing 

smaller customer, customer X, on their agreed delivery. The company must now have 

Commercial Capabilities in place to envision the various uncertain outcomes, what and why 

they believe the likelihood of these and mitigation factors of such in order to decide the value 

capturing strategy short term and long term. 

In t4 firm A decided to go ahead with the new customer. They took on debt and made the 

customer X dissatisfied, but increased revenue. In t5 oil prices began to drop. Again, here 

firm A need Commercial Capabilities of alertness to spot this development. Firm A also need 

Commercial Capabilities in time to make the required changes in capital structure to keep 

their profit margin with a lower revenue. In this scenario, the change in oil price forces the 

new customer to leave. However, customer X stays but refuses to do business with firm A 

due to the judgment in t3. This turns out to be an example of Commercial Capabilities in 

judgment producing short term gains, but loosing medium and maybe long term gains. This 

can be a big issue or a minute one for firm value capturing depending on the Commercial 

Capabilities match in the long term. 

4. Testing of the Model 

The model has argued that 

Equation 1. Superior Entrepreneurial maritime market value capturing ability = 

𝐴𝑣𝑔(∑
𝐹𝑡𝑖

𝐹𝑡1𝑖=1,2,… 10 ) ≥  𝐴𝑣𝑔(∑
𝐷𝑡𝑖

𝐷𝑡1𝑖=1,2,…10 ) 
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Where F is financial performance, D is derived demand and t is periods (financial years). The 

argument is that if in fact firms can perform above or equal to the derived demand (oil price) 

development it is testimony to a capability set well suited to market conditions. In order to 

avoid management failures, change of accounting methods, etc. the model uses an average 

number. In order to compare firms of various size the model will use indexed numbers. 

The model goes on to argue that 

Equation 2. Value capturing ability: Cc = f(Ac, Mc, Jc) 

Where Cc = Commercial capabilities, Ac is alertness capabilities, Mc is capital heterogeneity 

Management capabilities, and Jc is judgment capabilities. More to the point I argue that while 

Ac and Mc are required to foresee and act on change, their effect is highly dependent on Jc to 

communicate the decision, so the model becomes  

Equation 2.1. Value capturing ability: Cc = Jc(Ac + Mc,). 

The model will use OLS regression to test this so that  

Equation 2.2. 𝐴𝑣𝑔𝐹 =  𝛽1𝑆𝑖𝑧𝑒𝐿𝑎𝑟𝑔𝑒 +  𝛽2𝑆𝑖𝑧𝑒𝐷𝑖𝑣𝑖𝑠𝑖𝑜𝑛 + 𝛽3𝑆𝑖𝑧𝑒𝑆𝑀𝐸 +

 𝛽4𝑁𝑎𝑡𝑖𝑜𝑛𝑎𝑙𝑖𝑡𝑦𝑁𝑂 + 𝛽5𝑁𝑎𝑡𝑖𝑜𝑛𝑎𝑙𝑖𝑡𝑦𝐷𝐾 + 𝛽6(𝐴𝑐 + 𝑀𝑐)+ 𝛽7𝐽𝑐(𝐴𝑐 + 𝑀𝑐) + 𝜀 

Where company size and nationality are dummy categories included for robustness. The size 

of MNC is chosen as a reference as it is the biggest and most global of the companies in the 

sample. The nationality of UK is chosen as a reference category as it is the biggest country 

and the most represented in the sample. 

4.1 Data Sample 

In order to test the model a highly volatile industry was chosen, that of Oil Service in the 

North Sea region. With 173 active drilling rigs the 750,000 square kilometers North Sea area 

is the world's most active offshore drilling region and boasts a sophisticated supply chain of 

specialized suppliers for Engineering, Procurement, Construction and Installation (EPCI). 

The North Sea is supplied by companies from different nations and operating under different 

but similar legal schemes thereby diversifying the sample selection to the limit that it is still 

both international and comparable. Furthermore, the North Sea is feared for its harsh 

environmental conditions of storms and a challenging seabed providing pressing logistical 

challenges, a constant need to incrementally innovate, and posing a very grave risk of loss of 

material and personnel to all in the sample. The activity in the Oil Service industry is 

dependent on the Exploitations & Production (E&P) companies spend since e.g. CAPEX 

investments from the E&P company can lead to EPCI contracts for the oil service companies. 

The development in E&P companies' CAPEX for DK, NO and UK experienced an increase 
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from 2000 to 2007. After the financial crisis, start in 2007 CAPEX declined until 2010 where 

an increase incurred. This trend was stopped by a large decrease starting in 2014 when the oil 

price plummeted. The decrease in CAPEX is expected to last until 2017, which could be 

explained by the long lead time of offshore development projects. From 2019 and onwards 

CAPEX is expected to steadily decline, which should be seen in the light of the expectations 

of a decreasing total production in the area. 

Figure 3 – E&P CAPEX Spend for the North Sea 

 

Source:  Wood Mackenzie. The CAPEX numbers are the total of each country added 

together, i.e. the UK CAPEX includes non North Sea activities like the Irish Sea. 

The oil price used in this paper is Brent Blend which refers to four different fields in the 

North Sea. While averaging well below 20 $/bbl before the new millennium,  in the period 

January 2000 to June 2015, the Brent Blend crude oil price rose to 143.95 $/bbl. in July 2008. 

This 188% price increase was replaced by a historic fall from July 2008 until the price point 

36 $/bbl. in January 2009. History repeated itself as the Brent Blend increased rapidly the 

next years and topped at 128 $/bbl in March 2012. From July 2014 until January 2015 we 

experienced the second major drop in Brent Blend crude oil prices of more than 60% from 

115 $/bbl to 45 $/bbl.   Figure 5 – Oil Price 

 

Source:  IMF 
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Some firms in the basic population sample were globally active as well, but the paper 

assumes their proximity to the North Sea to be a shared factor that influences the capability 

set of all in the sample; like competition for the same talent pool for instance. Data collection 

was done with the goal of separating capabilities from their effect (Zahra et. al., 2006). Firm 

P/L data was extracted for a 10 year period starting with 2006 from privileged access to 

Bureau van Dijk databases and is used as performance data. Only companies with a full 10 

year of reported figures were used. Also clear outliers were removed as these are likely 

reporting errors. The end sample consist of a total of 43 companies of which 13 is Danish, 13 

is Norwegian and the rest British. Also noted was their size-type with 0 one-man companies, 

2 SMEs (<100 employees), 25 divisions, 9 large companies (100-5000 employees), and 7 

MNCs (>5000 employees). For capabilities, the paper uses corporate values as these are 

ideally an indicator of company culture over time (Geertz, 1973; Enz, 1988; Hofstede 1990; 

Meglino & Ravlin, 1998.) and impact performance (Gordon & DiTomaso, 1992. Rosenthal & 

Masarech, 2003; Edwards & Cable, 2009; Jonsen et. al., 2015.) The values sets were 

collected from public sources or by contacting the companies. The value sets were coded in 

relation to the three capabilities under investigation. 

5. Findings & Analysis 

Using Equation 1 it becomes clear that while the majority does not perform better in average 

than the oil price, 37 percent does manage this. So while companies are in a derived demand 

market their strategy and entrepreneurial actions does matter. The variance indicates further, 

if omitting one especially successful firm, that entrepreneurial impact on performance is 

around the same for high and low performers. The result of the analysis is shown in Table 1. 

Table 1 – Results of Equation 1.2 

 Avg indexed 

performance 

over 10 years 

Number of 

companies in 

group 

Sub-sample 

variance 

Sub-sample 

variance one 

outlier omitted 

Low  -290 27 7738.754 - 

Oil Price  132 - - - 

High  792 16 27379.03 5109.202 

Source:  Own analysis based on reported profit and loss data. 

Using Equation 2.2 we find that indeed there is a positive effect of having capabilities within 

alertness and capital structure combined, with uncertainty handling capabilities being the 

expected enabler. The results is significant and the R2 satisfactory. On a side note, Danish 

companies tend to perform better. It is not in the scope of this paper to answer this. One guess 

could be that the Danish section of the North Sea is smallest, forcing Danish companies to be 



 Commercial Capabilities and Entrepreneurial Value Capturing in 
Dynamic Maritime Markets.  

Paper ID 215 
 

 

IAME 2017 Conference, June 27-30, Kyoto, Japan  16 

more globally market oriented, which would grow the importance of the suggested 

capabilities. The results of the regression is presented in Table 2 

Table 2 – Results of Regression 

 

 

 

 

 

Source:  Own analysis based on reported profit and loss data and capability data. 

6. Management Implications 

Investment in commercial capabilities, especially those related to alertness and capital 

heterogeneity and uncertainty handling does seem to provide a way to outperform 

competitors in derived demand markets. 

7. Discussion and Future Research 

In this last section, I shortly outline some further relevant research topics both from a general 

management and economics viewpoint and specifically for maritime economics. There is 

generally a lot of interesting case material and data sets for a mainstream entrepreneur 

researcher to access in the field of maritime, and this should be accessed more. For instance, 

can cases like the introduction of container shipping (H Sornn-Friese, et. al., 2012) add to the 

discussion of opportunity creation versus discovery versus imagined (Foss & Klein, 2012). 

As my model is fundamentally dynamic it seems obvious that learning is affecting the 

Commercial Capabilities (Cohen and Levinthal, 1990; Zahra and George, 2002; Zahra et. al. 

2006). It should be interesting to investigate how this happens. But also if it is always a 

positive attribute? How do learning and subsequent improvement in a market that seem to 

behave similar effect the capabilities for alertness and communicating judgment when change 

actually do happen, as indeed a confirmation bias could materialize (Cyert and March, 1963) 

as pointed out in a related discussion by Zahare et. al. (2006)? This seems very relevant for 

Derived Demand industries like Oil Service, but also general shipping. 

A large trend in mainstream entrepreneurship work deals with converting as many people as 

possible to entrepreneurs. Methods such as leanness, experimentation, minimum viable 
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product, etc. are often hailed as best practice both for the individual entrepreneur (Gans et. 

al., 2016) and as an imperative to cheaply convert people to entrepreneurs (from a 

presumably less valuable use of their time). This imperative needs to be investigated further 

in a maritime context with high CAPEX, long timelines, and regulation and asset specific 

constraints in abundance. Some evidence does exist that the answer might lie in 

understanding the heterogenic capital structure itself (Olesen, 2016), but further theoretical 

work is needed. This paper explicitly deals with what entrepreneurship is (a function), not 

who does it. For scholars interested in that question there also remain substantial theoretical 

work to be done. In much mainstream entrepreneurship research, the entrepreneur is often 

seen as the CEO or the innovator (in a paraphrasing of Schumpeter), but as Klein (1999) 

points out; is the truest entrepreneur, not the investor? Is it the ship owners, operators or crew 

that are the maritime entrepreneurs? This is interesting because is more entrepreneurs per say 

always better (Foss and Klein, 2012)? So while the resource allocation from the 

entrepreneurial actions in utilizing Commercial Capabilities are both shaped by and shapes 

markets, this paper makes no stake as to the welfare implications. Incumbent shippers have 

for instance raised large concerns with the interest of Private Equity firms in ship investment 

(Andersen, 2016) and trade unions can raise objections to flag of convenience resulting in 

arbitrary labor contracts both of which are entrepreneurial actions. This paper does not argue 

for more people to become maritime entrepreneurs, but it does argue for maritime companies, 

new as old, big and small, to act entrepreneurial, but concede that the argument is not a 

settled one. 

Within the field of Maritime Economics, I hope this paper has inspired rather than provoked. 

There is a large body of great maritime economics research published, but there are areas 

where the field needs to advance by listening to more heterodox views. For instance, it seems 

weird that maritime economics view business cycles as starting in a trough (Stopford, 2016), 

after all, why would anyone go into such a business? Why not look at business cycles to start 

at the preceding boom, as Hayek argues? Besides, in a perfect competition setup patterns of 

entrepreneurial errors would be normally distributed (Kirzner, 1972), not the boom and bust 

that we clearly see in most, if not all, maritime areas. Claims of the similarity between 

maritime economics and neoclassical assumptions, such as full information, should generally 

be revisited. There is a side discussion to such statements going back to Hume and the is-

ought debate (Hume, 1739). When we model the endless complexity of social phenomena to 

say something of said phenomena, we often do it via simplification (i.e. assumptions) when 

we after observe reality and model matching up to a large but not complete state, is the policy 

recommendation then to continue to improve the model? Try to make the world more like the 

model? Or accept the model as an as-if (Friedman, 1953) and further develop other heterodox 

explanations to both validate or falsify the model and gain more insights? Obviously, this 
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paper is in the third category. While many maritime researchers, despite eventual modeling 

constraints, pay lip service to the dynamic characteristics of shipping and other maritime 

areas, a dynamic theory is underdeveloped at best.  

8. Conclusion 

Hayek teaches us that all economic problems come from change. The aim of this paper was 

to introduce entrepreneurial theoretic foundations as they fit a maritime context where change 

is very manifest. Building on this, the paper developed a model of entrepreneurial value 

capturing theory that is relevant for maritime economics. This theory is not a mere 

restatement of an already existing and accepted entrepreneurship theory if such can be said to 

exist. Rather it is a theory to explain entrepreneurial commercial action in the specific 

maritime context as it has been in the last 200 years and are likely to continue in the 

foreseeable future. The paper further tested and found a positive result in a sub-industry.  
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