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Abstract 

 

In this thesis, we analyze how startups can grow into ambidextrous 

organizations. The theoretical concept of ambidextrous organizations that 

master to exploit their core business, whilst exploring new market opportunities, 

has gained a lot of attention in the academic world. However, only in relation to 

legacy firms, which creates a gap in the existing ambidexterity theory, when it 

comes to startups. This paper seeks to fill this gap, by creating a theoretical 

framework, focusing on startups.  

 

Our approach is theoretical in its foundation and based on the combination of 

academic literature and (non-academic) startup literature. Throughout the 

thesis, we establish a view on ambidexterity and in this process we conclude 

that startups can follow two paths to grow into ambidextrous organizations. On 

the first path a startup focuses on an explorative strategy in its early days, where 

the second path is building on an exploitative early stage strategy. This finding 

is opposing a general misconception that startups by nature are explorative in 

their strategy. Correspondingly, to test our hypothesis and framework, the thesis 

moves from a more theoretical focus to the case study of the organization Heaps.  

 

The findings suggest that long term strategic positioning can be difficult for 

startups, as their focus will often be set on short term goals to survive. However, 

the findings also suggest that a path awareness and the knowledge of whether 

one’s strategy is more explorative or exploitative in its focus, can help the  

startup make decision that will increase the chances of survival and growth into 

an ambidextrous company. Furthermore, the thesis sheds light on the fact that 

startups have to become more aware of exploitative practices in order to balance 

a current overemphasis on explorative strategies.  
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1. Introduction 

The purpose of our introduction is to set the scene for this 

thesis. We focus on explaining why startups as a topic 

fascinate us and why we believe they are relevant for 

academic research in the field of ambidexterity. For this 

purpose, we believe it is important to introduce the reader 

to the rapidly evolving world of tech-startups and how 

they are changing the way of business in most of our worlds 

industries. A further motivation for our thesis are the issues 

that startups are facing and the fact that some 

entrepreneurs just seem to do a more consistent and better 

job, than most others at launching businesses. This fact 

made us curious and we wanted to conduct research to find 

out, whether or not they had found a ‘secret’ formula to 

succeed. It was on this path that we connected the topic of 

ambidexterity with the field of startups. Though before 

diving into a more theoretical approach to answer our 

guiding research question of the paper: How can startups 

grow into ambidexterity?  This introduction section of the 

thesis, aims to introduce the reader, to the fascinating 

world of tech-startups.  

1.1 Motivation for thesis 

“Failure is the norm” 

Shikhar Gosh (Nobel, 2011) 

In 2012, a study by senior lecturer Shikhar Gosh at Harvard Business School 

concluded that 75% of all Venture Capital backed companies, don’t return their 
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investor’s capital. This study was based on more than 2000 companies between 

2004 and 2010 (Gage, 2012). 

Ever since we started at business school, entrepreneurship as a topic and 

working field has fascinated us, which only makes it natural to choose it as a 

topic for our master thesis. Today it seems that we can barely talk about 

business without mentioning entrepreneurship or innovation in the same 

sentence. A good example of this trend is the top-level strategy consulting firm 

McKinsey. On their Danish homepage they highlight the fact, that they are both 

entrepreneurial and innovative in their approach to work. 

“In Denmark, we take an innovative and entrepreneurial approach to our work, 

aimed at making a real difference for our clients and in society as a whole.” 

(McKinsey, 2016) 

We believe it is safe to assume that the vast majority of McKinsey clients are 

large scale organizations. Which means that this case nicely exemplifies the fact, 

that large organizations and entrepreneurial approaches indeed can, and often 

do, go hand in hand. Undoubtedly these trends co-align with the technological 

development that is currently taking place. Technology is lowering the barriers 

of entry to markets, making old and established markets newly vulnerable to 

change (Clemons et al., 2002) and thereby attractive for new market entrants.  

Thus we see both startups and established companies disrupting, revolutionizing 

and reinventing their own and newly acquired markets. These terms, however, 

don’t seem that dazzling, when considering Gosh’s (2012) finding about startup 

failure rates. If 75% of startup ventures don’t return their investment, if failure 

truly is the norm, then why is it, that we celebrate innovation and 

entrepreneurship to the extent that it becomes part of the core value proposition 

of some of our most respected business consulting firms? 

For a Venture Capital firm, the simple answer is that one of the ten investments 

can make up for the ten or even twenty failed investments in their investment 

portfolio. Startups like WhatsApp, the instant-messaging app, which was sold to 
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Facebook for 22 billion dollars (Iyengar, 2014) come to mind. Yet, also large 

organizations can add significant value to their company valuation with 

entrepreneurial products. Just recently the stock value of Nintendo skyrocketed 

after the release of Pokémon-Go, increasing the company's value with a 

staggering amount of 7.5 billion dollars. In the first week (Vincent, 2016). In the 

following week the company's stock valuation had increased by 86%, or in other 

numbers - 15 billion dollars (Rodionova, 2016). A tweet by the Bloomberg 

journalist David Ingles, nicely summarizes the gravity of this astonishing growth 

(Ingles, 2016). 

 

 
Figure 1: PokemonGo's impact on Nintendo’s stock value 

 

Stories like these enlighten the desire for disruption, growth and entrepreneurial 

products. They explain why large organizations, venture capital firms and 

startups alike choose to accept the high risk of failure in this entrepreneurial 

world. It underlines why approaches such as McKinsey's are called innovative 

and entrepreneurial, since they include this story of hyper growth.  

But what if not every startup endeavor inherently had the same level of risk and  
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there were some people or companies, who found ways that work better than 

the conventional approach to startups? 

What if, despite the fact that we yet have to find a general approach to 

entrepreneurship that gains acceptance in the academic world (Alvarez, 2005), 

there are frameworks out there, that improve the odds for organizations to 

succeed. 

While these statements might seem wildly speculative, even far-fetched, they 

aren’t entirely pulled out of thin air. In fact, Silicon Valley - the centrum of the 

entrepreneurial tech scene, has multiple stories of entrepreneurs that repeatedly 

build extremely successful businesses. A great example of this, is the story of 

the founding members of the digital payment service PayPal. 

1.2 The tale of the PayPal Mafia 

A picture in Fortune Magazine displayed 13 founders and early employees of the 

company dressed as mobsters, thereby creating the famous moniker ‘The Paypal 

Mafia’. 

 

 
Figure 2: The PayPal Mafia (Parrish, 2014) 
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What this picture fails to communicate is that these men are some of the most 

successful and wealthy entrepreneurs in the history of Silicon Valley. Some of 

the most prominent members of this group are: Peter Thiel, early investor at 

Facebook and founder of Palantir a multibillion dollar company. Elon Musk who 

started or was part of starting multiple billion dollar businesses like Tesla, 

SpaceX and Solar City. Reid Hoffmann, Facebook investor and LinkedIn co-

founder. Jawed Karim who co-founded YouTube.  

Astonishing is the fact that all the other men in this picture also founded or co-

founded extremely successful companies. Since the release of Peter Thiel’s 

(2014) book ‘Zero to One’, we know that these men work after a clear 

methodology when it comes to starting businesses. 

This tale of the PayPal mafia is a mere visualization of the fact, that there are 

many ‘serial entrepreneurs’ that repeatedly launch extremely successful 

businesses. Oftentimes the same individuals publish non-academic, descriptive 

literature about their approach to entrepreneurship and innovation. 

1.3 Problem formulation 

In the previous section we have mentioned that a lot of incumbents and 

established firms, to whom we will refer as legacy firms, have attempted to 

become more innovative and entrepreneurial. The existing academic literature 

mainly describes how legacy firms can achieve the task of becoming more 

innovative and flexible while not losing its ability of running a profitable business 

(March, 1991). The academic literature refers to this topic as ambidexterity. 

That is the firms’ ability of being both explorative and exploitative at the same 

time (Duncan, 1976; Tushman & O’Reilly, 1996). In a nutshell, it is about 

managing the tradeoff between stability and change. Both parts are 

indispensable for having a strong and thriving business. We will discuss this 

research area more in-depth in the literature review.  
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Nevertheless, we have noticed that there is a large gap in the previously 

discussed academic field. While there is a lot of academic literature when it 

comes to larger organizations in the field of innovation, strategy and how to 

explore/exploit a market, there is a clear lack of academic literature when it 

comes to startups.  

This, however, seems counter-intuitive when we consider that startups in 

today’s world can grow to full scale large organizations in a very short l amount 

of time. In just 15 months the picture-sharing service Instagram grew from a 

small team to a company sold for a billion dollars, with more than 30 million 

users (Upbin, 2012). 

This gap is an issue when it comes to academic research, but in the scope of 

our thesis we seek to highlight a different approach. In our view there is a lot of 

academic literature which is based on legacy organizations, that remains very 

applicable to startup organizations. What lacks is a framing and interpretation 

of this literature, which makes it more relevant to startup organizations.   

Based on the existing ‘startup literature’ we can see that the non-academic, 

descriptive literature, heavily outweighs the academic papers in the field, which 

opens the opportunity to connect these approaches to relevant academic papers 

aimed at larger organizations.  

Our objective is not to create a new theoretic approach per se, but rather to 

highlight what we can learn by combining these two approaches. Therefore, this 

paper will have a strong theoretical focus, which we then apply to our case 

organization Heaps. A company that develops nightlife focused applications for 

smartphones. However, before we dive deeper into the theoretical context of 

this thesis and the following case, we wish to extend the previously narrative on 

startups and entrepreneurship. 

We believe that setting this scene is crucial to understand our theoretical 

approach, as well as the challenges that our case company is facing. It is within 

this context of an evolving entrepreneurial world, that we apply and combine 
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the used theoretical background. Hence if there is a formula out there, as 

previously suggested with the case of the PayPal Mafia, that increases the odds 

for an entrepreneurial endeavor to succeed, we also have to fully understand 

the world in which this process is taking place. 

Thus, the following section will take a closer look at how the startup world has 

developed in the last decades, and equipped with this knowledge we will finish 

the introduction of this thesis with our research question. 

1.4 Setting the scene: An evolving tech startup world 

When we say the term startup we often think of technological advancement. 

This comes hand in hand with our general understanding of the term innovation. 

In very simple terms we often view innovation as the process of shortening the 

steps from a starting point to the desired goal.  

Technology happens to be very good at shortening these steps in many 

scenarios, but that doesn’t mean that startups have to be IT companies that 

build scalable cloud products. While we acknowledge this fact and fully deem the 

newly opened restaurant in town an entrepreneurial endeavor, this thesis will be 

more focused on the technical startup development.  

There are three reasons for this. Firstly, the entrepreneurial theory that we use 

for this theory is mainly based on IT innovations and startups. Secondly, our 

case company is an IT startup, which develops products for smartphones.  

Thirdly, almost every industry in today's world is influenced by technological 

advancements, which just makes tech-based startups relevant for every 

industry. On top of that, this is a growing trend, meaning we will only see more 

tech-focused entrepreneurship in the future.  

Rapid technological growth is not a completely new phenomenon, as part of our 

study at Copenhagen Business School we were quickly introduced to Moore’s 

law, which is named after the co-founder of Intel Gordon Moore, who argued 

that the number of transistors in an integrated circuit doubles roughly every two 
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years (Moore, 1965). In simple terms that means, that technological processor 

capabilities are growing at an exponential rate. So in that way, rapid 

technological growth in the last century is ‘old news’. 

However, seen in the eyes of entrepreneurial history, IT focused 

entrepreneurship has seen its rapid rise since the 90’s. The adoption of the 

internet as a mainstream product has changed the world forever and heavily 

impacted the world's startup culture.  

One of the most known events in startup history is the ‘dot-com bubble’ in the 

90’s. With the launch of Microsoft’s Windows 95 version, the first version of the 

Windows internet explorer was widely available to the mainstream market and 

for most people in the world their first experience with the internet. With the 

launch of Windows 95 a lot of businesses that are all too familiar today, suddenly 

became billion dollar businesses in an extremely short period of time. In 1994 a 

book-selling service named Amazon launched and experienced extreme growth 

rates. The same was true for a personal ad site that was launched in 1995, 

known as Craigslist. In the same year ‘Jerry and David’s Guide to the World Wide 

Web’ would get a new name…’Yahoo’. And some other guys founded companies 

like eBay and Hotmail. The latter was sold to Microsoft just 2 years after its 

launch, for 400 million dollars (Bronson, 1998). 

It is safe to say that a lot of great tech-businesses saw their birth in this period 

of time, however there is a reason for the term ‘dot-com bubble’. As venture 

capitalists and investments saw their opportunity to invest at low interest rates, 

investments into dot-com startups skyrocketed.  

Some of the most prominent cases of this bubble are companies like Pets and 

Webvan. Webvan managed to raise more than 800 million dollars in funding, 

went public in 1999 and filed for bankruptcy in 2001. (Ramalingegowda, 2014) 

Since the internet and related startups were in their infant days, companies 

failed horribly in their acquisitions and mergers. Yahoo, bought the startup and 

web hosting service GeoCities in January 1999, which seemed reasonable, as 
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GeoCities was the third most visited page on the internet. So Yahoo acquired 

the company for a staggering 3,6 billion dollars. On October 26, in the same 

year, Yahoo closed down the GeoCity service (Goldman, 2010). 

In the aftermath of the dot-com bubble, the startup world changed. Investors 

started being more careful in their investments and companies weren’t 

relentlessly boosted up in value by investments to cash out on a large IPO round. 

Taking a look at the Nasdaq Composite Index, a market capitalization weighted 

index of the Nasdaq stock exchange, we can clearly see the bubble, as well as 

how it bursted in 2000 and the low investment aftermath. 

 
Figure 3: NASDAQ Composite (Yahoo, 2016) 

 

Since then the investment markets have regained their strength and the new 

mobile age that followed the introduction of smartphones in 2007, has fueled a 

new wave of mobile based startups.  

Social media companies such as Facebook and Twitter have grown to billion 

dollar evaluations and according to the Forbes list, tech company Apple has 

become the 8th most valuable business in the world, as well as the world's most 

valuable brand (Forbes, 2016). With increasing investments and a developing 
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tech startup markets we see a drastic increase in the valuation of private 

companies and there are now more than 150 private tech-startups with a 

valuation exceeding $1 billion (Kosoff, 2016). 

 

Figure 4: Median post-money valuation of investment rounds (Google Ventures, 2016) 

 

Looking at Figure 4, we can see that the late stage valuations of private 

companies are increasing drastically, also in comparison to the dot-com bubble. 

However, all of these ‘Unicorns’ with valuations surpassing the billion-dollar 

mark, aren’t necessarily performing to the investors expectation at their 

valuations.  

A good example of this is Zenefits, the SaaS superstar, that was the fastest 

startup in the tech history to reach a billion-dollar valuation. The company grew 

from 15 employees to 1600 in the run of three years and collected more than 

$580 in funding at a $4.5 valuation (Suddath & Newcomer, 2016). The irony of 

this story is that Zenefits, an HR service company, failed to hit its goals based 

on its own HR issues. The company was simply growing too fast for anyone to 

keep track of processes and information overflow became a major issue 

(Suddath & Newcomer, 2016). Unable to hit its goals, the company laid of 
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founder and CEO Parker Conrad and lost billions of dollars in their valuation. 

(Kosoff, 2016) The same was true for a lot of other prominent startups such as 

LinkedIn and Snapchat, that too lost value at a drastic rate in the beginning of 

2016. The effect was, that investments in startups by venture capital is 

decreasing and out of fear for a new bubble, the amount of deals made in Silicon 

Valley has decreased by over 35% since the beginning of 2016 (Nagel, 2016). 

Yet, we still see startups at gigantic valuations, that bring back memories from 

Webvan and the likes. Augmented reality startup Magic Leap, is currently valued 

at $4.5 billion and just raised a round of almost $800 million in venture capital. 

Most interesting about this case however, is the fact that users so far haven’t 

even seen Magic Leap’s product. In fact, only a very small selected group of 

people has yet seen what this augmented reality startup has to offer (Maris, 

2015). Despite these trends, there are also many arguments for a case against 

a new tech-bubble. One of the most important factors is the fact, that venture 

capital investments still are at a low in comparison to the dot-com bubble.  

As seen on figure 5, investments are rising since 2013, however they are still 

far away from the year 2000.  

 

Figure 5: Total VC dollars invested (Google Ventures, 2016) 



Copenhagen Business School 2016 | Cand.Merc. IT 

   17 

It cannot be said with certainty to what extend we are moving toward a new 

tech-bubble. What is important for this thesis and the general understanding of 

the tech-startup world, is the fact that this is a world, which highly depends on 

these described market trends.  

Being a social media startup in 2016 is different from being one in 2014, as we 

will find out in our interviews with our case company. The investment market is 

constantly changing, which goes hand in hand with the methods that 

entrepreneurs use to succeed on the market. After the rise of startups like 

Snapchat and WhatsApp, many startups focused on generating as much user 

growth as possible. But since the ‘crash’ of many of these startups in the 

beginning of 2016, there has been an increased focus on profitability and the 

ability to generate growing revenue. A good example is the description of the 

‘2016 batch’ of startups at the incubator 500 startups, one of the world's leading 

incubators.  

 

“It was quite an impressive batch. Companies that came on stage touted their 

growth and that they were already generating revenue from their operations. It 

kind of goes to show how the startups are valued, and what the startups are 

focusing on once they got off the ground, has changed in the past several 

quarters” (Lynley, 2016)  

 

As can be seen in this section of the introduction, the startup market is 

depending on the development of the investment market. These investment 

trends strongly influence, to what extend startups can experiment with 

groundbreaking new ideas, without having revenue in mind, or when they have 

to prove that they can be a profitable business before receiving venture capital.  

This dependence thereby influences which strategies a startup can follow, a topic 

that we will revisit at a later stage in this thesis. 
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1.5 Research Question 

So far we have presented a rapidly changing world, where markets from all 

industries are threatened to be disrupted by technology startups. This obviously 

presents great opportunity for entrepreneurs, venture capitalists or companies 

seeking to acquire relevant innovative startups. However, we also presented the 

high failure rate of startups and how they are impacted by many external factors, 

such as changing investor markets. It is within this world, that we want to turn 

to relevant literature to find an answer to the question, whether one could 

somehow improve the odds for successfully disrupting a market. To find an 

answer we turned our focus to how academic literature suggests that legacy 

firms should handle these rapidly changing market trends. It was here, that we 

were fascinated with the briefly introduced concept of ambidexterity, which 

seems to be the end-goal for many legacy firms, to not only survive, but 

thrive in a world of hyper competition. If ambidexterity is the solution to 

the continued success and growth of legacy firms, then surely this concept 

should be desirable for startups as well. Which is why we arrived at the framing 

research question: 

How can a startup grow into ambidexterity? 

Ambidexterity as a concept is concerned with a company's ability to balance 

explorative and exploitative capabilities. Seen in the light of our introduction, 

which highlights startups’ ability to disrupt markets, one might wonder, how 

exploitative capabilities seem to be relevant for a startup. After all they seem to 

be very explorative by nature. Which leads us to our first sub-question: 

Is a startup explorative by nature? 

It is often this explorative process, which tends to be expensive for legacy firms 

and risky for startups, that is held accountable for the high failure rate of 

startups. With this thesis we would further like to address this line of thought 
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and see whether there are pieces of our research that can be used to answer a 

more general, yet important, sub-question of:  

How can a startup increase its chances of survival? 

1.6 Summary 

Most startups fail.  

However, tech-startups that do succeed, can grow to become billion dollar 

companies in the run of a few years. This potential for hyper-growth and extreme 

valuations is creating a buzz that celebrates explorative startups, that set out to 

disrupt their respective markets.  

Some entrepreneurs seem to consistently grow their business ideas into 

successful businesses, some even into multiple billion dollar ventures.  However, 

in general most startups fail and are depending on investor markets that also 

consistently change. Recently the investor markets have changed from being 

focused on social startups, where the odds of success were very low but the 

potential reward huge, to startups that are more focused on having a good core 

business with revenue. A trend that will also impact our case company. 

Though despite the fact that startups change industries and the fact that some 

grow into large organizations within a short period of time, there is a lacking 

focus on startups in the academic world, within the field of innovation, strategy 

and how to explore/exploit markets.  
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2. Methodology 

This section of the thesis is dedicated to outl ine our 

underlying methodological considerations for our research. 

We are fol lowing the structure of the ‘research onion’ as 

presented by Sauder et al. (2009). Starting from the outer 

layers and working ourselves towards the core. Hence, we 

wil l  start off, by introducing our general research philosophy 

that we have adopted in this paper. Generally, we al ign with 

Gupa and Lincoln’s (1994) viewpoint, that the research 

paradigm is of primary concern, as it reveals our general 

belief system and our worldview that guides our research. 

We wil l  emphasize how our ontological and epistemological 

stance has influenced our research, as well as how this may 

affect our findings. The second part of this section will  

provide a detai led account of the data collection process 

that we have undergone. This is fol lowed by an account on 

how we have analyzed the data. Lastly, we wil l  present the 

l imitations of this thesis by crit ical ly evaluating the validity 

and rel iabil ity of this research.  

2.1 Research Philosophy 

As we attempt to solve a knowledge gap in this thesis, in terms of the literature 

on ambidexterity in relation to startups, it is important to consider the research 

philosophy as it “relates to the development of knowledge and the nature of that 

knowledge.” (Saunders et al., p.107). It is important to express our 

understanding on the relation between knowledge and the way we believe it is 

created. Due to the fact that this fundamentally defines not just how we gather 

the data and view the case company, but also how we relate to the literature 

that we use to explore our hypotheses. 
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Figure 6: Research Onion adapted from Saunders (2009) 

 

In terms of our ontological stance, we have adopted a subjectivist perspective, 

as we consider the business world as far too complex to view it through a lens 

of narrowed down rules. In our understanding the world around us is socially 

constructed, through the interactions between people and their surroundings. 

Consequently, we rather believe that culture for instance is something a 

company ‘is’ and not just something a company ‘has’. Thus, we believe 

companies cannot just instantaneously change themselves to managers wishes, 

but rather take time to adjust. Hence, we share Sauder et al.’s (2009) definition 

of a subjectivist viewpoint on culture, being “(…) something that is created and 

re-created through a complex array of phenomena which include social 

interactions and physical factors such as office layout to which individuals attach 

certain meanings, rituals and myths.” (p.111). We believe that this is in 

particular interesting due to fact, that we attempt to investigate the 

management of stability and change. Thus, it is important to notice, that in our 

worldview many things such as culture and routines are not easily changeable. 
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Based on our ontological stance, our research and analysis has been guided by 

a social constructivist approach. This not just accounts for understanding what 

strategic choices the case company has taken and what kind of work culture it 

has, but also on how the literature on innovation strategy as well as 

entrepreneurship have emerged over time. 

Gergen (2009) claims that the primary concern of social constructionism is the 

continuous creation of meaning of the contextual surrounding. Hence, it deals 

with how people perceive the world around them and how they partake within 

it. Therefore, we can consider the accounts of people that describe the 

understanding of their social realities as social products. In terms of our thesis, 

this means that our ontological stance enables us to create a deeper 

understanding of the literature that has been collected on startups, as well as 

the literature that has been written about legacy firms. This is much due to the 

fact that we are looking at those accounts as human products, that may have 

been biased and influenced by their surroundings during the time that those 

accounts were created. Consequently, we do not take views on how startups or 

legacy firms should conduct business for granted, but rather try to challenge 

them by taking a holistic and critical approach towards the entire body of 

literature. In line with our ontological stance we have taken the epistemological 

stance of interpretivism (Crotty, 1998). Crotty (1998) claims that interpretivism 

deals with the explanation of social realities through socially constructed and 

subjective interpretations. Thus, whilst we attempt to create an unbiased critical 

account of the literature, we cannot circumvent the fact that we hold certain 

beliefs and possess prior knowledge on the area of inquiry. Hence we cannot 

isolate ourselves from the research objective. Consequently, not just our 

analysis of the case company, but also our literature review and the therefrom 

created framework is highly influenced by our ontological as well as 

epistemological stance, to rather engage in sensemaking activities than in 

generalizing causes (Crotty, 1998). 
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2.1.1 Research Approach and Strategy  

Our motivation towards our research approach has been to conduct an 

exploratory research study. Our attempt with this thesis is to fill a research gap 

in the academic literature on ambidexterity and innovation. So far the academic 

research community has been primarily focused on legacy firms, hence we 

attempted to look at this phenomenon from a different perspective. We believe 

that choosing an exploratory approach has enabled us to create an investigative 

mindset that was necessary to uncover new meanings and generate new 

insights. As Saunders (2009) claims “[a]n exploratory study is a valuable means 

of finding out ‘what is happening; to seek new insights; to ask questions and to 

assess phenomena in a new light” (Robson (2002) quoted in Saunders et al., 

2009, p.322). Moreover, Saunders (2009) is making the argument that 

exploratory research requires a certain degree of flexibility. 

“Its great advantage is that it is flexible and adaptable to change. If you are 

conducting exploratory research you must be willing to change your direction as 

a result of new data that appear and new insights that occur to you.” (2009, 

p.140) 

We considered this very fitting, as one of our core premises for this thesis is to 

uncover how firms manage the tradeoff between stability and change. However, 

in terms of our research this does not mean that we constantly change 

directions. It rather means that we took a very holistic starting point and then 

progressively narrowed it done to reach our framework, which in turn is 

supposed to lead to action. By doing so we maintained the openness and 

adaptability necessary to incorporate new findings and data into our worldview. 

In congruence with the exploratory research approach taken, the thesis is 

looking at a single case study. Saunders (2009) states that a single case study 

opens up for a great possibility to observe and analysis a phenomenon that has 

not yet received a lot attention.  By applying our theoretical framework directly 

to a suitable case, we have been able to draw connections between the theory 



Copenhagen Business School 2016 | Cand.Merc. IT 

   24 

and its applicability in practice. The chosen case company is rather young, 

however we considered it a very fitting case, due to the strategic challenges that 

they are facing in their current industry. We will elaborate on the challenges 

further, in the case description of the thesis. 

2.2. Data collection 

The data collection process of the thesis has been conducted through a mixed 

method approach. Whilst the primary data for the case has been collected 

through qualitative research methods. We attempted to enhance that data by 

relying upon quantitative data from various data engines revealing information 

about the app usage as well as industry trends. The qualitative techniques used 

were on the one hand interviews with the case company and on the other hand 

observations. Saunders (2009) claims that interviews are a great tool for 

supporting exploratory studies, as they help to seek new insights. The secondary 

data sources, included the recently mentioned mobile application usage data, as 

well as newspaper articles about the case company. We also used data from 

sources, such as ‘Google Ventures’, Twitter, as well as from Yahoo Finance. In 

addition, we used the data about another case, namely Amazon, that was 

presented in the book ‘Lead and Disrupt’ (O’Reilly & Tushman, 2016). By 

incorporating secondary data sources, we were able to critically asses the 

applicability and usefulness of our framework. 

2.2.1. Interviews 

The interviews with the case company Heaps were conducted throughout the 

period of one week. Our aim was to conduct interviews with employees out of 

all the different functions the startup has. These are business development, 

marketing and technology. We have conducted interviews with four of the five 

fulltime employees that the startup currently employs, all four of them are 

founding members of the company. The only person missing was one developer, 

unfortunately he was not available for interviews at the time. Nevertheless, we 
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managed to talk to the member of Heaps that is in charge of the entire coding 

and technology area. All of the interviews were conducted at the office of the 

case company. Heaps office is part of a co-working space that is located at the 

Copenhagen School of Entrepreneurship. The co-working space facilitates 

numerous meeting rooms in various sizes that allow for more private 

conversations. Each of the interviews was conducted in one of these meeting 

rooms, to ensure that employees were able to speak freely without getting 

disturbed by external noise or inquiries from colleagues. Moreover, this setup 

ensured that the interviewees were able to speak up and raise their true opinion 

without having to worry about being overheard by someone else. 

We decided to choose this setup to ensure that the interviewees feel as 

comfortable as possible, to ease the mood and establish a level of trust. In 

addition, we provided beverages and snacks to create a relaxed atmosphere that 

allows for interesting, informal conversation. Before starting with the interview 

itself, we first engaged in a very brief informal small talk, thereby breaking the 

barrier of feeling investigated and instead rather to feel open about sharing one's 

experiences. Once we started the interview process we first gave the interviewee 

a short introduction about our research topic, however attempted to be very 

unspecific and not leading, in order to keep the level of bias in their responses 

to a minimum. 

All of the interviews were semi-structured following the same interview guide. 

This enabled us to draw comparisons between their responses. We believe that 

being able to draw comparisons was import for our research goal in order to 

determine what kind of strategic choices they have taken so far, and if they are 

aligned about these strategic choices. In addition, this enabled us to figure out 

of the employees believe in similar values and share the same overall vision of 

the company. 
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The questions were phrased in an open manner to ensure that we do not lead 

the interviewee to certain response. According to Sauder et al. (2009) open 

questions can lead to more profound answers as the interviewee is not being 

limited in his response and moreover the interview is not being led in a certain 

direction. Hence the amount of bias is reduced. Moreover, our goal was to elicit 

rich stories to gather as much valuable data as possible (Schultze & Avital, 

2011). Schultze and Avital (2011) claim that obtaining feature rich stories help 

to figure out how people are behaving and thinking. This way people often share 

more relevant information, than when being asked very specific actions. In order 

to ensure that we got the most out of the interviews we engaged in an activity 

used in appreciative interviews (Schultze & Avital, 2011). We attempted to 

respond the answers given by the interviewees with a positive attitude, by often 

just silently nodding in affirmative manner. This way the interviewees often 

continued to elaborate on their response after a brief moment of silence. The 

interviews lasted on average around 30 minutes, except from the interview with 

the Marketing Manager, Frederik. We believe that this might have been due to 

the fact that he is very experienced and used to given responses about the 

startup, thus being very good at giving concise and clear responses. 

The interviews were conducted together by both authors. Whilst one of the 

authors was primarily focused on running the interview and asking the main 

questions the other one had time to write notes and to ask probing questions 

when deemed necessary and when areas of interest emerged. According to 

Saunders (2009) “[p]robing question can be used to explore responses that are 

of significance to the research topic.” (p.338). 

The first interview was conducted with Niels, the CEO of Heaps. Niels is an 

experienced serial entrepreneur who has previously been part of the 

Graduateland team. The next interviewee was with Kristoffer, who is in charge 

of creating new Sales Partnerships as well as working on the Business 

Development of the startup. 
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The third interview was conducted with Frederik, who is in charge of the entire 

marketing of Heaps. And lastly we conducted an interview with Jens, who is in 

charge of the Development of the Heaps mobile application. His main area of 

expertise is the front-end development of the application. 

2.2.2 Observations  

The observations that we conducted at the case company happened in two 

different ways. One of them spanned over a timeframe of four months, whilst 

the other activity happened only throughout a period of two weeks. 

The first observation activity that happened during the significantly longer time 

frame was as an observer as participant. As one of the authors of this thesis was 

working in the same co-working space as the case company, he frequently 

interacted with the members of Heaps in the social meeting areas of the office. 

Moreover, entrepreneurial co-working spaces are often known for sharing 

expertise and capabilities between the startups that are working there. Hence, 

the author was consulted on numerous occasion in regard to strategic choices 

the case company had to make and in terms of industry knowledge that the 

author possesses. Thus, the author could gather first-hand information on how 

the case company operates and what challenges they were facing at the time of 

writing this thesis. 

Moreover, the other author of this thesis engaged in the activity of being a 

complete observer. The author strategically positioned himself close to the case 

company in the co-working space, so that he was able to make observations 

about their daily routines without interfering with their work or specifically telling 

them that he was observing them. The author just pretended to work on other 

projects so that the case company would not get suspicious. The reasoning 

behind this covert observation technique was to ensure that the case company 

would behave as natural as possible and would not change their behavior due to 

feeling of being watched. 
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2.2.3. Quantitative data 

The primary engine that we have used for collecting quantitative data has been 

AppAnnie (2016). AppAnnie is the leading business intelligence and data 

analytics provider for mobile applications. It is gathering data from the various 

app store’s in order to determine how well an app is performing. The free version 

of AppAnnie, however, only reveals download performance in terms of 

comparative ranking within each country and industry sector. Thus, it does not 

provide exact download numbers, but the placement in the ranking reveals how 

well an app is performing in terms of attracting new users. Nonetheless, the data 

does not reveal how high the churn rate of the user base is. In other words, it 

does not provide a full picture of the actual success of an application. In addition 

to AppAnnie, we have gathered data from Google Ventures (2016). This data 

was primarily concerned with spotting industry trends. Thus, it enabled us to 

better visualize trends as well as to support our claims. 

2.3. Data analysis 

The chosen research method for our primary data has been a qualitative data 

analysis approach. The underlying reason and aim has been to really understand 

the constructed reality of each interviewee, thereby not just understanding what 

the interviewee made explicit, but also gaining an understanding of implicit and 

tacit meanings that have been left out. Generally, those not outspoken 

information often proves to be quite insightful (Flick, 2014). Our aim was to 

determine alignment between the members understanding of their chosen 

strategies. Moreover, we were interested in the alignment in terms of the values 

they cherish and the vision they have. As things such as values are often difficult 

to make explicit, we believe that the qualitative approach of semi-structured 

interviews allowed us to gather enough data to understand how the interviewees 

world is socially constructed. Gathering this data was necessary in order for us 

to be able to apply our framework to the case of Heaps. 
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All of the interviews that were conducted for this thesis have been recorded with 

the permission of the interviewees. This enabled us to transcribe the interviews 

at a later stage, which accumulated to around 32 pages. The process of 

transcribing was quite essential, as it helped us to actually recap and process 

the vast amount of information that we had gathered. Additionally, it created 

alignment between the two authors about the insights generated from each 

interview, and allowed for detailed comparison of the responses. We believe that 

reaching the same consensus would have been difficult without having the 

interviews transcribed as it would have been more difficult to discuss and 

compare the findings. To further ensure that we do not leave out valuable 

insights we first cleaned the interviews and then coded them in Nvivo. Data 

cleaning has helped us to do small refinements that increase readability and 

understanding of the produced content. The code book can be found in the 

appendix (Appendix). Doing so, helped to ensure figuring out how much 

employee’s talked about exploration as well as exploitation. Moreover, it helped 

us to uncover what kind of values the employees believed Heaps is embracing.  

2.4. Validity and reliability 

As we have chosen to conduct an exploratory study with an interpretative 

worldview it is difficult to generalize our findings from the case study. Moreover, 

it is difficult to generalize the validity of the framework that we have created as 

it based on our interpretative view and how we believe the world is socially 

constructed. Nonetheless we attempted to increase reliability and validity by 

taking certain measures. First, our mixed method approach enabled us to 

triangulate the empirical data from multiple sources. As Saunders et al. (2009) 

claims “Triangulation refers to the use of different data collection techniques 

within one study in order to ensure that the data are telling you what you think 

they are telling you” (p.146). 
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The mixed method approach has helped us to create generality. Saunders claims 

that using quantitative data can increase generality by creating a sense of 

relative importance. Thus, our quantitative data has helped us to put Heaps 

achievements into perspective, as well as to uncover the movements of the 

overall industry. 

By choosing a holistic approach towards our literature review, we were able to 

create and challenge our framework from multiple perspectives. Hence, we 

believe that the triangulation of the literature, due to the holistic approach, is 

further increasing the validity of our findings. 

Another limitation that needs to be mentioned is that one of the authors has 

been consulting the case company on strategic matters. On one hand this has 

allowed the author to gather difficult to obtain first hand data about how the 

case company is conducting business and makes decisions. On the other hand, 

it is unpreventable that this increases the amount of researcher bias. 

Nonetheless, in order to reduce the amount of bias from the observations, we 

have decided that the other author would conduct additional observations in 

order to challenge the first in his viewpoints. 
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3. Literature Review 

The l iterature review is divided into two separate sections. 

The first one is consolidating tradit ional academic l iterature 

from different research areas such as business strategy, 

knowledge management and innovation. However, the 

collected l iterature is primari ly targeted at legacy firms. The 

second section, is focused solely on startups and 

entrepreneurship. Both parts are aimed to create the 

foundation for our theoretical framework, that we will  

present in the subsequent section of the thesis. Since our 

thesis is heavily theory focused, we believe that it is 

relevant for the different sections of our l iterature review to 

have an outl ine. This is not usual academic practice, 

however, we deem it relevant for the reader to fol low our 

l ine of thought in the process.   

3.1 Academic Literature Background 

The academic literature background is divided into four different sections. The 

first section is concerned with the emergence of the strategic management 

research field and how it has developed over time. It provides a holistic 

understanding of how firms have conducted business throughout different 

periods and what challenges them at the current time. The next section gives a 

holistic background of strategy as practice and presents some of the major social 

constructionist theories that underpin a vast amount of modern strategy 

literature (Jarzabkowski, 2004). This excursion into the social science creates a 

better understanding for the third section, that deals with the tradeoff of 

exploration and exploitation in organizational learning. The last section 

introduces the concept of ambidexterity, which is considered as the solution to 

manage the balance between exploration and exploitation successfully. 
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3.1.1 Strategic Management Literature 

In order to gain a better understanding of how we define and view strategic 

management, we first want to take a look at its evolution over time. 

The field of business strategy emerged during the 1950s, when fast growing and 

expanding corporations struggled to coordinate decisions and maintain control 

due to a rise in size and complexity of the organizations (Grant, 2010). A first  

attempt to solve this was in form of financial budgeting. However, this was 

only sufficient in terms of delivering short-time guidance, such as budget 

allocation for projects and annual financial plans, though it did not provide any 

solution for the correct long-term development of the firm (Grant, 2010). Hence, 

the concept of strategic planning (Ewing, 1956, Payne, 1957) came to light 

and became widely adopted during the mid 1960s (Mintzberg, 1994). According 

to Mintzberg (1994) strategic planning was introduced in a Frederik Taylor kind 

of fashion by “separating thinking from doing” (p. 107) and hence, in regard to 

the idea of division of labor, to create specific departments of specialists - the 

so called strategic planners. They were primarily concerned with setting long-

term goals and objectives as well as forecasting key market trends, usually for 

a time span of the next five years (Grant, 2010). Consequently, organizations 

were equipped with the necessary tools to further foster the diversification 

movement that happened throughout that period of time in north American 

organizations. Nonetheless, in Mintzberg’s 1994 article The Fall and Rise of 

Strategic Planning he uncovers a number of pivotal fallacies of strategic 

planning. 

The first one is the fallacy of prediction. Mintzberg is attacking a statement 

by Igor Ansoff from his book Corporate Strategy from 1965 “We shall refer to 

the period for which the firm is able to construct forecasts with an accuracy of, 

say, plus or minus 20 percent as the planning horizon of the firm.” (Ansoff, in 

Mintzberg, 1994a, p.110). This statement clearly indicates that one of the major 

premises of strategic planning is that a firm's industry environment has to stand 
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still, in order for planners to make predictions. However, as Mintzberg (1994) is 

arguing, in reality it is difficult - if not impossible, for a firm to tell how long an 

environment will not experience major changes, especially down to a 20 percent 

accuracy. We believe that this holds even more true in current times of rapid 

change and technological disruptions. 

The second is the fallacy of detachment. According to Mintzberg, strategic 

planning is regarded as “a way to circumvent human idiosyncrasies in order to 

systematize behavior.” (1994, p.110). In that regard, it is the system that 

captures the knowledge and that facilitates the executives and planners with the 

needed information, to make strategies without having to be immersed in the 

tasks itself. The preferred information the executives rely upon is primarily hard 

data. This is problematic, as data often takes time to harden, thus the 

information becomes delayed and can become inaccurate and incorrect. 

Moreover, it tends to lack richness and is often overly aggregated (Mintzberg, 

1994). Consequently, planners and executives that only rely upon formalized 

information become detached from the work itself and lack knowledge about 

important nuances to create suiting strategies. Accordingly, Mintzberg (1994) 

claims, that “the most effective managers rely on some of the softest forms of 

information, including gossip, hearsay, and various other intangible scraps of 

information.” (p. 111). 

The last, is the fallacy of formalization. Strategic planning assumes that a 

formal system is more capable of dealing with information overload than a 

human being is. However, even though a system is able to process more 

information, at least hard data – Mintzberg (1994a) states that it will never be 

able to “internalize it, comprehend it, synthesize it. In a literal sense, planning 

could not learn.” (p.111). At this point, we acknowledge that from the time of 

Mintzberg’s writing until now, we have seen rapid improvements in the field of 

AI and cognitive computing, however we still believe that formal systems are 

not yet capable of outsmarting humans on that matter. Hence, Mintzberg’s 

(1994a) perspective is, that instead of doing strategic planning, which in his 
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point of view has been conducted as strategic programming, managers should 

rather take part in strategic thinking. Which can be defined as “the creative 

act of synthesizing experience into a novel strategy” (p.109) 

On the basis of Mintzberg’s (1994) critique it is not surprising that strategic 

planning and the related diversification movement did not create the value and 

synergies corporations hoped for. Moreover, due to a rise in competition from 

overseas, the competitive landscape got more and more turbulent, making the 

process of long-term planning difficult, as it was increasingly difficult to make 

predictions about the industry (Grant, 2010). Consequently, corporations and 

researchers moved on to a new best practice in the 1980s, namely competitive 

positioning (Grant, 2010). The position school of thought is highly 

influenced by Porter (1980, 1985) and primarily deals with looking outward of a 

firm to spot opportunities and threats in the marketplace and to find a suitable 

position within it, that leads to a competitive advantage. A commonly used 

tool is Porter’s five forces model to evaluate industry attractiveness and 

competitive forces. Nonetheless critics of the positioning school argue that “[it] 

assumes firms are highly plastic, conforming readily to the shape desired by the 

management team.” (Gavetti & Rivkin, 2007, p.421)  

In reality though, as firms are usually quite static, changing and shaping them 

into a new direction is difficult to achieve and takes time. Therefore, in addition 

to the position school firms and researches started in the 1990s to look more 

and more inward of the firm, trying to figure out what makes them special and 

what differentiates them from the competition (Porter, 1996). This is regarded 

as the resource based view of the firm (Barney, 1991). It aligns with 

Mintzberg’s (1994a, 1999) notion of strategic thinking in certain ways, as it 

views strategy as an emergent process and values the importance of 

organizational learning. Gavetti & Rivkin (2007) argue that strategy has 

therefore a dual nature. 

On the one hand it exists in managers’ minds, in terms of their worldview and 

their perception of the firm. On the other hand, it is “…embodied, reified in a 
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firm’s activities (Porter 1985), rules (March et al. 2000), and routines (Nelson 

and Winter 1982).” (Gavetti & Rivkin, 2007, p.420). Consequently, there 

appears to be a struggle between the plasticity of the firm and the rational 

abilities of the managers. As Gavetti & Rivkin (2007) claim “over time, the 

cognitive and physical elements that make up a strategy become less plastic, 

while mechanisms to search rationally for a strategy become more available.” 

(p.420). Thus, the issue at hand is a manager’s ability to understand an 

environment early on well enough, when the organization is still plastic in order 

to be able to exploit on it. Which means that getting the strategy right from 

the beginning on, can have huge impacts on the long-term success of 

young organizations. As this is not often the case, for young as well as 

established firms, the strategic management literature moved more and more 

into the direction of analyzing flexibility and the transformational ability of the 

firm, for instance through dynamic capabilities. 

In our summary of the development of strategy over time, we shed light on 

some of the most dominant schools of thought, that were often viewed as the 

best practice of their time. However, Mintzberg et al. (1999) argues that issues 

arise, if there is an overemphasis on just one school of thought. Thus, it is 

important to open up these schools of thought and rather look at hybrid forms 

that combine multiple perspectives. Resource based view can actually already 

be considered as a hybrid of the learning and the design school. As we view 

strategy not just as something that is rationally planned and designed but also 

as an emergent process and as socially constructed (Mintzberg 1987), we do not 

just want to look at what firms say they are doing, but also at what firms are 

actually doing. Hence, we decided to take a strategy as practice approach 

(Jarzabkowski, 2004), that is being used more and more in current strategy 

research, to get a more holistic picture of how a firm’s strategy is actually 

realized. Furthermore, we will draw connections to organizational learning, as 

well as dynamic capabilities, as we believe that in times of hyper competition, it 



Copenhagen Business School 2016 | Cand.Merc. IT 

   36 

is essential to stay flexible for the success and survival of the firm (Teece et al., 

1997; Teece 2009). 

3.1.2 Strategy as Practice 

“The strategists’ fundamental dilemma [is] having to reconcile the concurrent 

but conflicting needs for change and stability. On one hand, the world is always 

changing — more or less — and so organisations must adapt. On the other hand, 

most organisations need a basic stability in order to function efficiently” 

(Mintzberg, 1994b, p.184) 

 

This statement made by Mintzberg in 1994 about the ‘strategists’ fundamental 

dilemma’ between change and stability is still one of the main focus areas of 

recent strategy literature (Jarzabkowski, 2004). The challenge of firms to 

maintain a form of stability to work efficiently but also its ability to adapt when 

necessary. In Paula Jarzabkowski’s (2004) article ‘Strategy as Practice: 

Recursiveness, Adaptation and Practices-in-Use’, she is drawing upon a diverse 

selection of social constructionism theory in order to uncover underpinning 

constructs of the dilemma between change and stability. There are two main 

themes in regard to strategy as practice: recursiveness and adaptation. 

3.1.2.1 Recursive Tendencies of Practice 

The first theme, recursiveness, is dealing with stability. When thinking about 

practice in general, it is associated with a repetitive learning action that is 

eventually supposed to yield in the perfection of that action. Hence practice can 

be understood as “(…) a particular type of self-reinforcing learning akin to single-

loop or exploitative learning theories” (Jarzabkowski, 2004). Consequently, 

recursiveness is leading to routinized behavior. However, this is actually the 

reason why strategy as practice possesses an inherent form of reciprocity, as 

recursiveness is ‘obscuring’ adaptation (Jarzabkowski, 2004). 
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This can be better exemplified by taking a social theory stance by drawing upon 

the concepts of structuration (Giddens, 1984) and habitus (Bourdieu, 1990). 

The three major contributions of structuration theory in terms of routinized 

behavior are according the Jarzabkowski (2004) the following. Firstly, practice 

is getting institutionalized at several nested levels - the individual, organizational 

and social institution level - and is persistent across time and space. Secondly, 

the social institution structures are embedded in the daily practices that form 

action. And Lastly, “structures persist through the tacit knowledge and practical 

consciousness of actors who choose familiar patterns because it provides them 

with ‘ontological security” (Jarzabkowski, 2004, p. 532). It is this need for 

ontological security that makes people choose the known and familiar, and 

thereby triggers recursive behavior and hence gives practice a form of durability. 

The concept of habitus (Bourdieu 1990) offers another explanation for this form 

of stability. Habitus is “a system of structure, structuring dispositions […] which 

is constituted in practice and is always oriented towards practical functions” 

(Bourdieu, 1990, p.52) 

It is comprised of multiple things, such as the structure of society one lives in 

and one’s social status and “assumes causality by structuring new information 

in accordance with information that has already been accumulated” 

(Jarzabkowski, 2004, p.532). This is another explanation for practices durability 

that obscures adaptation. 

3.1.2.2 Adaptive Tendencies of Practice 

The adaptive tendencies of practice, according to Jarzabkowski (2004) can be 

best understood when looking at the social theories of social becoming 

(Sztompka, 1991) and communities of practice (Brown and Duguid, 1991). 

The theory of social becoming essentially claims that social reality can be 

understood as “a living, socio-individual field in the process of becoming” 
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(Sztompka, 1991, p.95). First, reality is ‘living’ as it constantly experiences 

change and self-transformation. Second, it is a ‘socio-individual field’ as 

Sztompka (1991) believes that this is the third ontological dimension that shapes 

human behavior, in addition to structure and agency. And last, the actual and 

the potential reality cannot be separated as they “(…) are in a continual state of 

oscillation and feedback in the process of social becoming.” (Jarzabkowski, 2004, 

p. 535). The unit of analysis of this process is practice. It “is the chain of social 

events ‘where operation and action meet, a dialectic synthesis of what is going 

on in a society and what people are doing’(1991: 96)” (Jarzabkowski, 2004, 

p.535). Hence, the theory of social becoming is looking at practice as being 

constructed through the interaction of the micro- and the macro-context. The 

micro-context being focused on what is happening at the local level, the 

organization. And macro-context being focused on movements in society, for 

instance within the industry environment, as well as political and ethnic 

institutions. Hence, change occurs within the micro-context through the 

interaction with the macro-context. 

In addition to the change generated through the interaction of these two 

contexts, the micro context itself is prone to adaptation for various reasons. The 

communities of practice framework (Brown and Duguid, 1991) offers two main 

contributions. First, practice is locally idiosyncratic. Practice is situated and 

created through the interaction between local actors as well as their relationship 

to their surroundings. Hence, whilst communities may share many similarities, 

they will always have a specific way of social interaction that builds a unique 

interpretive context. (Jarzabkowski, 2004) Hence, instead of looking at 

structures and normative rules, looking at the shared meaning generation offers 

different insights. Second, local context opens up for more adaptive forms of 

practice. When a community experiences tensions, either generated through 

new information or through the displacement and renewal of its participants, the 

community needs to engage in problem solving activities where opposing views 

might collide and new members might challenge the status quo. This act of 
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problem solving and incorporating many differing views opens the community 

for change, as it becomes more flexible and prone to learning and adaptation 

(Jarzabkowski, 2004). 

To conclude this section, we see that practice holds both recursive and adaptive 

tendencies. Which of these forces will or should prevail, depends largely on the 

macro context an organization is situated in. Whilst a dynamic and turbulent 

macro context stresses the need for more adaptive tendencies in order to cope 

with the change, a more stable macro context will profit from a more recursive 

form of practice that improves efficiency. As we now understand the reciprocity 

of recursive and adaptive practices, we want to dedicate the next section of the 

implication this reciprocity has on exploration and exploitation in organizational 

learning. 

3.1.3 Exploration and Exploitation in Organizational 

Learning 

The trade-off between exploration and exploitation (March, 1991) and the 

difficulty of reaching a balance between these two contradictory processes can 

be better understood by drawing upon the reciprocity of recursive and adaptive 

practice. March (1991) associates exploitation with things such as “refinement, 

choice, production, efficiency, selection, implementation, execution” (p.71). It 

can also be described as “the use and development of things already known” 

(Levinthal & March, 1993, p.105). This is contrary to exploration “the pursuit 

of new knowledge, of things that might come to be known” (Levinthal & March, 

1993, p.105). Thus, March (1991) associates exploration with areas, such as 

“search, variation, risk taking, experimentation, play, flexibility, discovery, 

innovation.” (p.71). Hence, exploitation relates heavily to the processes related 

to recursiveness of practice. The resources and routines are getting refined and 

optimized in order to achieve a higher efficiency. Hence, the organization 

attempts to achieve incremental innovation through minor adaptations to the 

existing resources. Exploration, on the contrary, requires a high degree of 
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adaptiveness of practice, in order to change routines and thusly to become more 

flexible. An organization attempts to engage more in risk-taking and 

experimentation behavior, in order to create radical innovation. However, an 

organization has only a finite amount of resources that it can allocate to these 

two approaches (March, 1991). Both exploration and exploitation tend to have 

a self-reinforcing nature (Levinthal and March, 1993), as can be explained due 

to the recursiveness of practice, thus often leading to one-sided innovation 

strategies. We will now look more close at exploitation and exploration in turn 

to illustrate the consequences an unbalanced approach may cause. 

 

 

Figure 7: The Balance Of Ambidexterity 

 

3.1.3.1 The Success Trap of Exploitation 

Engaging in exploitation is vital for a firm in order to strengthen the core of the 

business, and to ensure the current viability of the firm (Levinthal and March, 

1993). 

However, one of the downsides of exploitation is that it has inherent 

characteristics that drive out exploration (Levinthal and March, 1993). Levitt and 
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March (1988) have uncovered that engaging in the act of refinement of existing 

routines and procedures makes exploitation seem more favorable than 

experimenting with unknown things. 

Due to habitus (Bourdieu, 1990) and structuration (Giddens, 1984) 

organizational members tend to choose familiar pattern as it serves their need 

for ontological security and makes them legitimize (March, 1995) their behavior. 

Consequently, once an organization develops a certain way of practice, it tends 

to favor that way and tries to improve it further. Thus the organization keeps on 

exploiting as it increases efficiency even further. Levinthal and March (1993) call 

this the short-term virtue of local refinement. As competencies in this specialized 

area ameliorate, the organization is experiencing more success than failure in 

this area and attempts to further improve it due to its success. This may create 

a sense of overconfidence in the return of investment of exploitation, while at 

the same time increasing the ‘folly of exploration’ (Levinthal and March, 

1993), as it becomes in comparison more and more costly to engage in 

exploration. Hence, the organization loses its ability to stay adaptable. Thus, the 

organization is experiencing strong path dependencies, triggered by the 

positive local feedback, that can lead to a state of a suboptimal stable equilibria 

(March, 1991). In this state, the organization can fall into a competency trap. 

Levitt & March (1988) state that competency trap can occur, “(…) when 

favorable performance with an inferior procedure leads an organization to 

accumulate more experience with it, thus keeping experience with a superior 

procedure inadequate to make it rewarding to use” (p. 322) 

In this instance, the core capability that provided a firm with a sustainable 

competitive advantage may become a core rigidity, when being constituted 

from an inferior procedure (Leonard-Barton, 1992). 

According to Leonard-Barton (1992) this might be caused when a firm’s micro-

level system and core capabilities actually inhibit a firm to adapt to exogenous 

changes in the macro context. This phenomenon is also known as the ‘Icarus 
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paradox’: when the very own elements that brought initial success to a firm 

are the ones that create its abrupt downfall (Miller, 1992). 

Furthermore, exploitation is further enforced through the macro-context the 

organization is a part of (March, 1991). Due to network externalities (Katz & 

Shapiro, 1986), organizations that are part of the same macro-context start to 

learn from each other and imitate successful actions. As March (1991) claims 

“Reason inhibits foolishness; learning and imitation inhibit experimentation.” 

(p.73). Hence, in a rather stable environment, firms prefer to choose best 

practice over experimentation. 

3.1.3.2 The Failure Trap of Exploration 

Exploration is important to ensure the future viability of the firm (Levinthal 

and March, 1993). The ability to generate new alternative routines and practices 

and being able to adapt to external forces is especially important for firms that 

are conducting business in rapidly changing environments (March, 1991). In 

order to ensure that core capabilities do not become core rigidities, firms have 

to gather an extensive amount of knowledge about future possibilities. One way 

to think of this is in form of the real option value, a firm possesses. A high 

amount of options is a strong indicator, for the future viability of the firm. 

Nonetheless, as March (1991) states “Compared to returns from exploitation, 

returns from exploration are systematically less certain, more remote in time, 

and organizationally more distant from the locus of action and adaption.” (p. 

73). 

Hence, it is difficult to attribute and assess the success of exploration, as positive 

impacts are often first revealed in the long-term and not short-term. Hence 

established incumbents often tend to favor exploitation over exploration, due to 

the short-term positive feedback. Nonetheless, Du Gay & Vikkelsø (2012) argue, 

that we nowadays experience a “(..) contemporary tendency to privilege 

exploration over exploitation” (p.251). Everything associated with exploration, 



Copenhagen Business School 2016 | Cand.Merc. IT 

   43 

such as innovation, organizational slack, low hierarchy, flexibility is considered 

as desirable, while the characteristics of exploitation seem outdated and have to 

be overcome. Hence, Du Gay & Vikkelsø (2012) argue for the reappearance of 

a metaphysical stance, that causes the issue of exploration being excessively 

sought over exploitation, even when not appropriate. This holds a lot of truth, 

as exploration is considered to be costly and reduces the speed of improvement 

of existing routines and practices (Levitt & March, 1988). Moreover, without 

exploitation a firm is not capable to capitalize on the new alternatives generated 

by exploration, as it requires repetition and refinement to successfully execute 

them (March, 1991). Consequently, it is important not to get caught up in too 

much exploration. 

However, whilst exploration requires a high amount of adaptive tendencies, it 

can also be self-reinforcing. Organizations sometimes end up in a failure trap 

due to wrongly set aspirations and a lack of patience (Levinthal and March, 

1993). The cycle of the failure trap is as follows: “Failure leads to search and 

change which leads to failure which leads to more search, and so on” (Levinthal 

and March, 1993, p.103) Furthermore, “The cycle is sustained by the fact that 

most new directions are bad ideas and that most new ideas that are good ideas 

usually require practice and time in order to realize their capabilities.” (March, 

1995, p.432-433). As a result, firms that promote experimentation might 

experience a vast amount of bad ideas, and even if they stumble upon a good 

idea, at that time they might have developed such a high degree of impatience, 

that they fail to allocate the necessary resources towards that idea to realize its 

potential (March, 1995). Therefore, they remain in the cycle of failure. Levinthal 

& March (1993) state, that in order to escape the cycle, a firm either needs to 

generate an exceptionally good alternative or it needs to adjust its aspiration 

level downwards. However, this appears to be difficult, as the aspiration level 

decreases slower than it rises and furthermore firms tend to express a consistent 

optimistic bias towards new ideas (Levinthal & March, 1993). 
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3.1.4 Dynamic Capabilities and Organizational 

Ambidexterity 

The previous section has illustrated that drawbacks and complications in terms 

of exploration and exploitation and why it is difficult for a firm to engage in both 

processes. There appear to be multiple ways on how to best manage a balance 

between the two and the concepts in this regard have developed over time 

(O’Reilly & Tushman, 2013). One way of dealing with this as a trade-off has been 

the notion of a punctuated equilibrium. Tushman and Romanelli (1985) have 

claimed that firms engage in punctuated change in order to sequentially realign 

its structure and processes to changes in the firm's environment.  These changes 

may be caused by periods of rapid disruption, for instance of technological 

nature (Christensen, 1997). However, after the stage of punctuated change, the 

firm is considered to experience a long phase of stability. This view has been 

largely disregarded, especially for firms being placed in more dynamic 

environments, as it rather just applies to firms in very stable industries (Bøe-

Lillegraven, 2016). For firms situated in dynamic environments, as earlier 

mentioned, March (1991) has claimed that this period of stability may lead to a 

suboptimal state of equilibria, that hinders the firm of being able to align itself. 

Consequently, the idea of organizational ambidexterity has received 

widespread consideration and approval (Tushman & O’Reilly, 1996; O’Reilly & 

Tushman; 2013; Birkinshaw & Gupta, 2013) Originally, it has been coined by 

Duncan (1976) as the balancing act between short- and long-term objectives 

achieved through dual-structures. However, definitions have been multifold and 

have been expanded to the idea of pursuing both exploitative processes as well 

as explorative (March, 1991), to balancing evolutionary as well as revolutionary 

change (Tushman & O’Reilly, 1996), to managing both alignment and 

adaptability (Gibson & Birkinshaw, 2004), but also to both pursue incremental 

and radical innovation at the same time (Andriopoulos and Lewis, 2009). And 

this is just to name a few (Bøe-Lillegraven, 2016). Hence, simply giving one 

definition of ambidexterity appears to be difficult as it has been applied to 
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numerous organizational paradoxes that require a balancing act and also various 

ways on how to achieve it (Birkinshaw & Gupta, 2013). 

The first approach, that gained widespread acceptance, was the one of 

structural ambidexterity. It is built on Duncan’s (1976) concept of dual 

structures, however it first got real attention after Tushman and O’Reilly 1996 

article on managing evolutionary and revolutionary change. Tushman and 

O’Reilly claim that “The ability to simultaneously pursue both incremental and 

discontinuous innovation and change results from hosting multiple contradictory 

structures, processes, and cultures within the same firm.” (1996, p.24). Hence, 

they promoted the view of engaging in structural separation, fostering 

differentiated business units, that either pursue exploration or exploitation. 

Provided with the management’s ability “to cannibalize their own business at 

times of industry transitions.” (1996, p.28). The willingness to cannibalize its 

existing business appears to be essential to not fall for the success trap and 

thusly experience the development of rigidities. 

This view of taking an ‘either/or’ approach has been challenged by Gibson & 

Birkinshaw (2004) that rather argue for a ‘both/and’ management perspective. 

Hence, arguing for a shift in focus from a trade-off perspective towards a 

necessary paradoxical perspective. Consequently, Gibson and Birkinshaw (2004) 

coined the concept of contextual ambidexterity, which they define as “the 

behavioral capacity to simultaneously demonstrate alignment and adaptability 

across an entire business unit.” (p. 209). The focus here is rather much on the 

individual level and how the management of the firm can foster certain behavior 

traits, that allow on the one hand to be aligned in terms of shared goals across 

the business unit, and on the other hand, to being able to adapt to environmental 

forces. Lubatkin et al. (2006) expand on this, and argue for the necessity of top 

management teams to facilitate behavioral integration, that allows individuals 

to being able to decide for themselves to figure out the degree of how much 

they should engage in exploitation and exploration on a daily basis. Due to the 

synchronization of social and task processes, firms a becoming better at 
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adapting du changing environments, as behavioral integration fosters not just 

the sharing and strengthening of the explicit knowledge base within the firm, 

but also the tacit knowledge base (Lubatkin et al., 2006). This is essential, 

especially for exploration, as it comes from operational sources, such as 

interaction with customers and markets. Lubatkin et al. (2006) focus here 

especially on the consequences for SME’s as, due to their resources constrains, 

they might not have the necessary slack resources, to engage in differentiation 

through separate business units. 

Realizing the importance of the top management team aligns with the view of 

O’Reilly and Tushman (2008). They argue for the inevitability of senior leaders 

to manage contracting and inconsistent organizational alignments. Hence, they 

propose to look at ambidexterity through the lens of dynamic capabilities (Teece 

et al., 1997; Teece 2009) as they claim that “In organizational terms, dynamic 

capabilities are at the heart of the ability of a business to be ambidextrous – to 

compete simultaneously in both mature and emerging markets – to explore and 

exploit.” (p. 190). The framework of dynamic capabilities, as defined by Teece 

(2009) as an organization's’ ability to sense, seize and reconfigure itself, 

shares high similarities to March’s (1991) notion of exploration and exploitation. 

The act of sensing relates very much to the concept of exploration, whilst seizing 

relates to exploitation. The last constituent of dynamic capabilities, namely 

reconfiguring can be related to what Tushman and O’Reilly (1996) called the 

willingness to ‘cannibalize’ the business, to adapt to changes in the environment. 

Nonetheless, one of the key difference, according to Teece (2009) is that sensing 

and seizing is not viewed as mutually exclusive. Thusly, it relates to the modern 

understanding of ambidexterity. Furthermore, sensing is not regarded as 

particularly expensive, at least in the early stages of scanning and monitoring 

internal and external developments (Teece, 2009). As a result, in contrast to 

March’s understanding of exploration, it can be conducted by an organization 

without draining its resources. 
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In order for a firm to capitalize on the sensing activities, it needs to have a high 

degree absorptive capacity (Cohen & Levinthal, 1990). The notion of absorptive 

capacity can be best understood by drawing upon the habitus concept. In order 

to assimilate and use the new knowledge that has been generated through 

sensing, it requires prior knowledge to do so, as humans structure new 

information in relation to that prior knowledge. Thusly, the more prior knowledge 

a firm possesses, the better it is at understanding and evaluating the usefulness 

of new information. However, when applying this to a larger macro-context of a 

firm, it means that the more useful external knowledge is out there, the more 

firms in that context will engage in exploration, in order to acquire the necessary 

absorptive capacity to make use of this knowledge. Thereby creating more useful 

knowledge for other firms to absorb. Hence an uptake of exploration in an 

industry, will lead to many firms becoming more explorative. Reversely, if there 

is no new knowledge to absorb, the incentive to explore and increase one’s own 

absorptive capacity is low (Levinthal and March, 1993, p.104). 

As a holistic view on ambidexterity has uncovered the complexity of the concept, 

both in terms of structural and contextual ambidexterity, as well as the different 

units of analysis, we decided to look more closely at a framework proposed by 

Andriopoulos and Lewis (2009). We believe it is very useful, as it integrates both 

structural and contextual ambidexterity and thusly looks at the organizational, 

as well as individual level. 

At first the framework uncovers three main paradoxes of innovation. The first 

one being strategic intent, having to reconcile between profit and 

breakthrough emphasis. The former is relating to incremental innovation 

through exploitation and thus requires careful resource allocation and a stable 

returning customer base. The latter is relating to exploration in terms of radical 

innovation, demanding reputation building and risk taking for the long-term 

viability of the firm. The strategic intent is on the one hand managed through 

integration, by cultivating a paradoxical vision, that aligns behavior 

throughout the firm, by understanding both the need for profit as well as 
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breakthrough returns. And secondly, it is achieved through differentiation, by 

diversifying the product portfolio, in terms of engaging on the one hand in 

projects that leverage the core capabilities of the firm, however, also pursuing 

projects that might create new opportunities in the future. 

The second paradox is inherent in the customer orientation, choosing to either 

engage in tight or loose coupling. Tight coupling is about serving the customers 

and adapting to their needs. It increases on the one hand loyalty and satisfaction 

with the customer and on the other hand supports the thrive to understand 

market needs. Loose coupling on the contrary, makes new opportunities visible 

through experimentation of new technologies and extending the knowledge 

base. It allows firms to serve the customers with products and features, that 

they would never have been able to articulate themselves. In terms of 

management, this requires integration in the form of improvising 

purposefully. That means, understanding the synergies between current 

resources and projects as well as emerging opportunities. Moreover, it requires 

differentiation in terms of iterating between granting projects a lot of freedom 

or constraining them to market demands. Andriopoulos and Lewis (2009) 

propose in this regard, to first gain an understanding of the market and customer 

demand, however then to gradually move away from this, to experiment with 

new opportunities and gain new knowledge. Based on the organization can 

return to the customer’s needs and serve them from a new perspective. 

The last paradox is the one of personal drivers. It requires both a high degree 

of discipline, to hit targets and stay focused, as well as a high degree of 

passion, that increases employee’s creative mindset and gives them the 

freedom to follow it. 

In terms of management practices, it requires integration. Andriopoulos and 

Lewis (2009) argue for the need of management to socialize practical artists, 

employees that understand the paradoxical identity of being both disciplined as 

well as passionate. 
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Furthermore, it requires differentiation through changes in regard to how work 

is temporally and structurally separated. This means that firms should challenge 

their routines at times and engage in a hybrid form of management during 

projects that at some point rather foster passion, whilst at others encourages 

discipline. 

We believe that this framework enables us to better understand if a firm is acting 

ambidextrous, or if it is leaning towards either exploration or exploitation 

3.2 Literature Background Entrepreneurship 

The theoretical approach in this section of our literature review will be focused 

on entrepreneurial literature. This however proves to be a challenging task when 

considering the fact, that we yet have to find a general entrepreneurship 

approach that gains acceptance in the academic world. (Alvarez, 2005).What is 

interesting is that most academic literature that we have found in the field of 

strategic management is focused on legacy firms. We wondered why this was 

the case and an arguable simple answer seemed to be the fact, that the field of 

entrepreneurship is one, that is in constant rapid development, which makes it 

hard for academic research to keep up.  

However, we believe that constant development is a characteristic of the 

academic world as well. So we can only speculate to why there is little academic 

research to be found on this topic. It might be that legacy firms simply are the 

more interesting cases, or that startups are too unstable for longer research. We 

do not have the answer to; why there is a lack of academic literature. Though 

we need to acknowledge that it is the reason for this section of our literature 

background. While we have not excluded relevant academic literature, this 

review will to a large extend introduce the non-academic literature which is 

influencing today's entrepreneurs.  
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An influence which we believe to be crucial, considering that non-academic 

literature like Eric Ries’ ‘The Lean startup’ (2011) had sold more than 90.000 

copies by summer 2012, becoming a New York Times bestseller and part of the 

Harvard Business School entrepreneurship curriculum. (Greenwald, 2012)  

In our university courses at Copenhagen Business School, non-academic 

literature was also the backbone for the entrepreneurship courses that we 

attended. Which is why we believe, that we cannot cover the field of literature 

in relation to startups, without including the non-academic entrepreneurial 

literature that is influencing students and entrepreneurs every day.  

In similar fashion to the first section of our literature review, the first part of this 

section aims to introduce an understanding of the entrepreneurial literature and 

its evolution over time. In the second section of this literature background, we 

will take a closer look at how the different schools in the field of entrepreneurial 

literature suggest, how startups can innovate their markets and become 

sustainable businesses.  

3.2.1 Part 1 - Entrepreneurial theory and its development 

3.2.1.2 The old approach to entrepreneurship 

From the mid 80’s to the start of the new millennium entrepreneurial theory was 

focused on opportunity recognition, based on very known theoretical 

frameworks such as Schumpeter's view on revolutionizing industries from within 

(Alvarez, 2005). Instead of focusing on an entrepreneurial processes, the focus 

was rather directed toward the single entrepreneur or markets that were 

vulnerable to change (Alvarez 2005). 

A good example of this approach is Peter Drucker’s ‘Innovation and 

Entrepreneurship’ (1985). Drucker (1985) argues that in order to innovate, 

entrepreneurs and companies must look to the sources of innovation. Namely 

markets where they can identify a weak link in operational processes or how 

leadership is running the company. By addressing these weak links, 

http://www.wired.com/2012/05/ff_gururies/all/1
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entrepreneurs can focus on a niche entry to the market, which will allow them 

to exploit market gaps, which the competitors fail to acknowledge 

(Drucker,1985). Drucker (1985) also underlines that entrepreneurs need a 

formulated plan on where they are heading with their venture, in order to 

succeed.  

Where the focus of the 90’s was on company's technological capabilities, we see 

a shift to a market focus in the early 2000’s. (Clemons et al., 2002) As the IT 

bubble had just bursted it became apparent, that in order for disruptive 

companies to succeed, they needed a market that was newly vulnerable, 

either due to technological changes, such as introduced through the mobile 

phone revolution or by the fact that old industries were too slow at adapting to 

current changes (Clemons et al., 2002). 

By planning ahead, researching and finding vulnerable markets, companies and 

entrepreneurs could then take share of the market by understanding switching 

costs. The goal was to exploit a newly vulnerable market by offering a product 

that would outweigh competing solutions on a financial, procedural or relational 

level (Burnham et al., 2003). 

This research and planning approach in the entrepreneurial world, focused on 

spotting opportunities is well represented in the academic entrepreneurial 

literature of that period. However, most of these studies are descriptive studies 

that analyze in retrospect how companies either failed or succeeded in this 

approach (Alvarez,2005). 

A movement in a more prescriptive direction (however still in a descriptive 

format) is the often cited paper about ‘discovery-driven planning’, that Rita 

McGrath and Ian MacMillan published in the Harvard Business Review (1995). 

This paper argues that entrepreneurs and companies should embrace the fact 

that new markets, new products and new approaches come with a certain level 

of uncertainty. Instead of statically sticking to a plan, companies need to adapt 
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to this level of uncertainty and commit to an iterative planning and execution 

process, that enables them to adapt to changes in their environment. 

Whether or not the following literature found their inspiration in this academic 

approach by McGrath and MacMillan (1995) we cannot know for sure, however 

from 2008 on we see a wave of non-academic literature that is moving in a more 

prescriptive direction, with a focus on iterative processes. 

3.2.1.3 A new approach to entrepreneurship 

What is interesting about this period is the fact that non-academic 

entrepreneurial literature rises in its popularity and influence. While we still see 

low numbers of academic papers, we see a rise in books focusing on practical 

methodologies to starting businesses.  

Where the ‘old approach’ to entrepreneurship was more focused on planning 

ahead, spotting opportunities and exploiting a market, once customers were 

convinced by profitable switching costs, the new school had a completely 

different approach to entrepreneurship. 

This periods startup literature is mainly written by successful entrepreneurs that 

seek to give entrepreneurs a methodology to starting a company. Some of the 

most popular examples of this non-academic literature are ‘Getting to Plan B’ 

(Mullins & Komisar,2009), ‘The Lean Start-up’ (Ries,2011), ‘The Four Steps to 

the Epiphany’ (Blank,2005) and ‘Business Model Generation’(Osterwalder et al., 

2010).  Before we go into deeper detail with these works, we have to underline 

that there is a further trend in startup literature at this time, which is more 

focused on the individual entrepreneur, either focused on finding your inner 

entrepreneur, or dealing with the life as an entrepreneur examples are ‘The 

Economy of You’ (Palmer, 2014) or ‘The Founder’s Dilemmas’ (Wassermann, 

2013). 

For our thesis however, we will look closer at the entrepreneurial literature that 

is concerned with a strategic mindset to starting a business. What unifies the 
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books of this time, is the fact that their approach to entrepreneurship is much 

more hands-on, than the previously more planning based books of the 90’s and 

80’s.  

Iterative processes are in the centrum of attention in the works of Ries (2011), 

Blank (2005) and Mullins & Komisar (2009).  

Blank opens a new world to entrepreneurs by introducing the concept of 

‘customer development’(2005). Where in the old approach a product would 

start with a groundbreaking idea, an entrepreneur gathering investments and 

then ‘wowing’ the users with a new product, customer development was an 

iterative and inclusive process. The point of customer development is to include 

users, especially the early adopters into the development cycle of not only the 

product, but already at the stage of idea generation. By understanding users 

needs, their pain-points and catering to their needs we can develop products 

that are adopted in a marketplace. (Blank,2005) 

This practical approach of customer development was adopted by Ries (2011), 

who proposed that startups should follow a lean process, which should not be 

focused on corporate business plans, but rather on understanding customers. 

The goal for a startup is to find a sustainable business model, but rather than 

planning a long time in advance, a lean project has to utilize iterative processes, 

fail fast and cheap and use validated learning to arrive at said goal. The 

argument at hand is that entrepreneurs have limited resources and limited 

insight to whether or not their solution is solving problems for their users. 

Therefore, their goal should be to arrive at a minimum viable product (MVP) as 

quickly as possible and get it into the hands of early users. This means a drastic 

shift from long planned expensive product cycles, to a mentality that suggests 

to cheaply create a lot of experiments, to confirm the entrepreneurial idea at 

hand (Blank,2005; Ries,2011). 
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A similar approach is suggested by Mullins & Komisar (2009), who argue that 

companies do not simply set a goal and then arrive at their destination without 

interruptions or issues. Instead they suggest that every successful business at 

some point had to deviate, pivot or move away from an initial idea in their 

iterative process. So in their views companies should embrace this uncertainty 

and apply a mindset that enables them to arrive at their (successful) plan B 

destination, as quickly as possible (Mullins & Komisar, 2009).  

Planning in the new view of this startup literature era is more focused on short 

term goals, rather than a three-year plan on how to take over a vulnerable 

market. Furthermore, Osterwalder et al. (2010) suggest that business-plans can 

be multi-dimensional, meaning that they don’t have to follow one static strategic 

approach. Entrepreneurs can rather test different assumptions and adapt their 

value proposition and revenue options according to the pain-points that they are 

solving. Which means that Osterwalder et al. (2010) introduce a framework 

which entrepreneurs should utilize, not in a fixed way, but rather in an iterative 

process, similar to the lean development practice. 

3.2.1.4 The influence of agile development on 

entrepreneurial literature 

An important factor when looking at literature of this period is the common 

understanding of the term entrepreneurship at this age. In the end of the 90’s 

and especially after the launch of smartphones in 2007, the term 

entrepreneurship was often associated with advances in technology. Also in the 

‘old’ view on startups this makes sense, as markets were newly vulnerable due 

to rapid technological advancements. Therefore, we find the argument, that the 

technical approach to developing software has influenced startup literature, 

viable. The reason for this assumption is the fact that most of the entrepreneurial 

authors were engaged in heavily technical teams, that disrupted markets 

through the means of IT. Ries (2011) for instance worked with multiple tech-

focused startups and served as a CTO himself.  
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It is hard to neglect the fact that the famous ‘agile development manifesto’ 

(Agilemanifesto, 2016) has a lot of similarities to the ‘new’ entrepreneurial 

approach. As it is based on iterations, a higher focus on individuals and 

interactions, as well as customer collaboration. 

3.2.1.5 The latest approach to entrepreneurship 

With the success of companies like Facebook, Twitter and LinkedIn, the tech 

industry was on the hunt for other companies that could reach valuations of over 

1 billion dollars, or become ‘unicorns’, as they are called. But of all companies 

that receive venture capital to grow, only .07% ever reach the stage of becoming 

a billion-dollar company. (Lee, 2013)  

This issue is the foundation for the latest theoretical approach to 

entrepreneurship, which however is also the least documented approach, 

especially when it comes to academic literature. One of the most prominent 

literature approaches to this topic is ‘Zero to One’ by Peter Thiel (2014). He is 

the early investor of the only ‘super-unicorn’ (a company with a valuation 

surpassing $100 billion) of the last decade, namely Facebook. Peter Thiel 

following founded Palantir, a company that now is valued at around $20 billion. 

(Fortune Magazine, 2016)  

 

What is interesting about the latest approach in the entrepreneurial literature is 

that it is in conflict with the lean approach introduced in the last section. Thiel 

(2014) argues that entrepreneurs have lost sight of the ultimate goal which is 

rapid, vertical growth through technology. In his opinion competitive markets 

destroy profits, so he demands more boldness from entrepreneurs, more focus 

on sales and investing into fast growth. Where the lean startup way as 

represented by (Ries,2011; Blank, 2005) argued for iterative processes and 

failing fast but cheap, Thiel (2014) argues that companies should plan, find the 

right markets and then be bold, with the ultimate goal of having a monopoly 

position in the market afterwards.  

http://www.agilemanifesto.org/
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The focus lies on the entrepreneur and the company's ability to achieve said 

monopoly position in a market. Where others might argue that a monopoly is 

potentially negative for society, Thiel (2014) argues that monopolies are good 

both for business, but also for society, as they simply underline that a company 

is doing something better than everyone else. This advantage needs to be 

secured, which means that organizations quickly have to focus on using 

technological advantages, network effects, economies of scale and superior 

branding to their advantage.  

Thiel (2014) further argues that companies should strive for what he calls a last 

mover advantage, being a first mover is not always to the company's 

advantage, at least not when the ultimate goal is to completely dominate the 

market. First movers often do mistakes and that is often where competitors 

enter the market with a superior product.  

According to Thiel (2014), entrepreneurs should rather focus on spotting 

vulnerable markets, with first mover solutions, that seem to gain traction 

amongst users. To then attack these markets with a superior product, that can 

gain a monopoly position in the market, through rapid, vertically scaling IT. His 

example here is for instance Facebook, who was not the first social network, but 

ultimately the best and most exponential scalable.  

A member of this new approach to entrepreneurship is The Third Wave by Steve 

Case (2016), who is the co-founder of AOL, as well as an investor with stakes in 

high profile startups. He too underlines markets as the important thing for 

entrepreneurs to be aware of. Similar to Thiel (2014) Case argues that 

entrepreneurs should focus on picking the right market to work on and goes as 

far as narrowing it to some markets like healthcare, education and food.  

It is our impression, that this approach by Thiel(2014) is extremely popular in 

current startup blogs and papers, similar to the impact that Ries’ (2011) work 

had when it was published.  
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To conclude this part of the literature background, we want to highlight, that  the 

entrepreneurial literature is in constant change and heavily influenced by non-

academic publications. Throughout the last three decades we have seen a shift 

in entrepreneurial literature, which moved from a more strategic, opportunity 

based, planning school to a more hands on methodology focused school. 

However very recently a new school moves toward a more plan based approach, 

which yet again is less focused on involving customers in product development, 

but rather on finding vulnerable markets that can be exploited by achieving 

monopoly status through superior vision, execution and technology. 

3.2.2 Part 2:  How to find the new and improve the existing 

The previous section has shown that there are differences when it comes to the 

literary approaches to entrepreneurship. Though in the presented field of startup 

literature we find common ground in all of the used literature when it comes to 

the fact that entrepreneurship goes hand in hand with a problem that needs to 

be solved. It seems that in most cases entrepreneurship does not start with 

an idea, but rather a problem. Ries (2011) and Blank (2005) talk about 

customer ‘pain-points’ that need to be solved by the entrepreneur. Where the 

‘old’ view sees a vulnerable market due to technological change, or i ts inability 

to innovate existing services and solutions as opportunities, since these are 

problems that an entrepreneur can fix. (Alvarez, 2005; Clemons et al., 2002) 

The same is true for the latest startup literature that argues that other 

companies inability to efficiently solve customer pains, is the opportunity for 

creating exponentially growing companies (Thiel, 2014). 

Similarly, entrepreneurship also seems to be related to the fact that there always 

seems to be a goal. Some argue it to be a sustainable business model, 

(Osterwalder et al., 2010; Ries, 2011) where others argue that entrepreneurs 

waste their time on businesses that don’t have enough return of investment and 

that the goal should be a monopoly in a market with high profits (Thiel, 2014). 

What unifies them though, is that they seek to innovate, by finding the new 
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or improving the old. Where we see conflict and differences, is on how, to 

achieve these goals. In today’s literature we see two different approaches to 

achieving said goals, the customer oriented school and the market oriented 

school.  

3.2.2.1 The customer oriented school 

The foundation for the school is the idea, that a startup always starts its path at 

a stage where it is uncertain whether or not there will be customers for the 

intended product. Therefore, every startup is faced with the same challenge 

early on, namely to prove that their product will attract users (Blank, 2005; Ries, 

2011). 

Where earlier approaches were focused on executing the production of a product 

for a certain market, this school argues that product development as a starting 

point, can be detrimental to the success of a company. Instead companies 

should focus on customer development (Blank, 2005; Ries, 2011). 

Blank (2005) argues that customer development is an explorative way of 

gathering information. The company must run iterative loops, in which the goal 

always is to gather as much information as possible about the one key question: 

will people actually buy the product. 

Where other theories suggest building prototypes and testing product ideas with 

focus groups as first steps, customer development starts at an even more basic 

level. Before building anything, a dialogue with the target audience is key. The 

cheapest way of figuring out how to build a new product or improve an existing 

one, is to ask your potential users what their pain points are with the current 

solution (Blank,2005). Innovation is reached by responding to the customer 

pain points, taking them into consideration in the development of the solution, 

by iterating and then presenting the same group of customers the new solution. 

These iterative feedback loops, are a core foundation in the methodology of 

the lean startup literature (Blank,2005). Ries (2011) picks up this approach and 

creates the BML loop process: startups have to Build-Measure-Learn. 
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Figure 8: BML Feedback Loop 

 

After speaking with your customers, you build a simple version of your product 

and get it into the hands of your targeted early adopters. You then measure how 

customers interact with your product, for instance how many times they clicked 

a button. This data must lead to a learning process, which then fuels the next 

round of BML (Ries,2011). 

However, in order to succeed, the startup needs a supportive corporate culture 

for this process, top-bottom hierarchies can ruin the process, as employees need 

to be able to react quickly on the information that they gather and iterate 

appropriately (Blank,2005).  

Ries (2011) argues however, that even if the right culture and a customer 

development process is present, there will be a certain level of risk present. 

Which is why he coins the term leap of faith, which described an entrepreneur's 

belief in the success of a future business, even though no proof of this i s yet 
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present. He suggests two key ingredients which are important for this process, 

namely that innovation and an explorative process only are justified if a value 

hypothesis and a growth hypothesis are present.  

The value hypothesis stands for the assumption, that the intended solution will 

provide value for the future customers or at least the destined group of early 

adopters. The growth hypothesis stands for the future ability of the product to 

gain traction in a bigger market, thereby it is supporting what Ries (2011) sees 

as the foundation for a startup, namely that it reaches a stage where it is a 

sustainable business (Ries, 2011). However, reaching this stage is often more 

challenging than first anticipated and the optimism to take the leap of faith, is 

often fueled by a certain level of over-optimism. Which is why Ries (2011) 

argues that many startups end up in the so-called land of the living dead. Not 

ready to let go of their idea and struggling to survive in the market, the 

entrepreneurs fight a battle they simply cannot win, to sell a product that the 

market is not ready for, or simply does not want.  

This is where a key concept in the entrepreneurial literature becomes relevant. 

The pivot, which is a high-impact change in the course of the company. A pivot 

can include changes to the core value proposition of the product, a complete 

change of the target audience or changing the business model of the idea (Ries, 

2011). This is where Mullins & Komisar (2009) thoughts on business 

development become very relevant, as their main assumption that the book 

builds on, is the idea that the initial plan for a business most often is wrong. 

They build on the lean customer development approach and suggest that 

entrepreneurs in an iterative process, should arrive at their ‘Plan B’, which is the 

point where they have customers and a cash flow from their product (Mullins & 

Komisar,2009). 

In a way Mullins & Komisar are a bridge to the market oriented school, as they 

suggest that companies should reduce the risk of their leap of faith, by basing 

their early decisions in the iterative process on analogs and antilogs. Analogs 

are successful concepts, decisions, business decisions etc. made by competitors 
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or simply other firms in different markets. Whilst antilogs are the exact opposite, 

decisions that were harmful to other businesses (Mullins & Komisar,2009). In 

simple terms they suggest that startups, have a clear process for learning and 

copying from others.  

That being said we have to acknowledge the fact that the core of customer 

oriented school with Blank (2005) and Ries (2011) at the forefront also has the 

market and competitors taken into consideration for their frameworks. 

Blank (2005) distinguishes between three different markets types and their 

impact on startups: 

Existing market: The upside about these markets is, that you start in a place 

where your leap of faith is based on more information. As a startup you know 

there are customers out there who are willing to pay for products. Though you 

will have to deal with the downside of this information, namely that you have to 

compete for your spot in the market. Here he suggests the customer 

development framework to find pain points that current solutions aren’t solving. 

New market: The entrepreneur is a first mover and thereby creating the market. 

Where there is potentially high reward, there is also little knowledge, which 

means that the explorative process of customer development is crucial to figure 

out, whether or not a sustainable business is obtainable in this new market.   

Re-segmenting an existing market: The entrepreneur can create new target 

audiences in an existing market by offering a product cheaper than the 

competition, thereby enabling users to acquire services, which were previously 

unattainable for them. Further the entrepreneur can build specific niche 

products, which offer a better service for a niche, that so far is using a service 

which isn’t specifically focused on their needs.   

 

Though, despite analogs and antilogs or suggestions for different market 

situations, the core of the customer oriented school is an iterative process, 
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focused on figuring out how to arrive at a point where the business becomes 

sustainable. Innovation in the form of inventing the new or improving the 

existent is a result of this process. 

3.2.2.2 The market oriented school 

In the first section of this entrepreneurship literature review we established, that 

there is a theory foundation in the literature that is more focused on identifying 

vulnerable markets. This theoretical approach has seen a recent revival in 

startup literature and in this section we will take a closer look at, how supporters 

of this school suggest that companies should innovate.   

Drucker (1985) contributes with a theoretical framework that focuses on the 

entrepreneurs go-to market strategy and how she should innovate and disrupt 

a market. 

According to Drucker (1985) the first step for an entrepreneur should be finding 

a market. He argues that identifying a relevant market can be done by 

understanding the different sources of innovation, which can either be internal 

or external. Internal innovation could be related to the entrepreneur spotting 

that there is a process need, which means that certain processes are flawed, 

which offers opportunity for innovation. An example of external factors could be 

demographics, which could be the growing number of elders in western society, 

as society is changing so do the markets, which again offers opportunity for 

innovation (Drucker, 1985). The second step in his four-step framework is 

financial focus. Drucker (1985) argues, that startups should make a concrete 

budget plan for at least the next 12 months, as an understanding of cash-flow 

is important to make well-founded decisions about expanding the business, 

investing into new opportunities and most importantly survival of the company. 

The third step is focused on building the best management team. According 

to Drucker (1985) people are the core foundation for the success of a company, 

which means that as soon as the company is growing too large for the 

entrepreneur(s) to handle, it is important to find the right management team, 
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that can improve and enforce the growth plan for the company. With the fourth 

step Drucker (1985) argues, that it is important to find a role for the founding 

entrepreneur. Her role should be the answer the question: What are you 

extremely good at and where is the key difference that you make. Oftentimes 

this is the entrepreneur's vision or understanding of the market, but Drucker 

(1985) also states that entrepreneurs should be willing to leave the team in case 

that they have a hard time to contribute to the success of the company once it 

reaches this stage.  

Maybe even more exciting for this thesis is Drucker’s (1985) notion of when this 

framework should be used to innovate, namely in the innovation phase of 

choosing a market. Drucker (1985) suggests that companies follow a ‘Hit them 

where they ain’t strategy’. Which consists of two different approaches. 

 

1: Creative imitation: In this scenario the entrepreneur is inspired by existing 

products in a specific market and then chooses to imitate them, however by 

adding value that makes his idea superior to the existing solutions. Thereby it is 

not a copying of the product, but rather a creative improvement. 

 

2: Entrepreneurial judo: According to Drucker (1985) large companies often 

fall into an arrogance trap, which means that established companies often 

believe that they know best. Thereby they dismiss innovative new ideas and only 

focus on what has brought them success so far, this is an opportunity for the 

entrepreneur to strike.  

 

It is interesting to see that this approach is seeing a recent revival, within the 

newest generation of startup literature, as influencers like Thiel (2014) and Case 

(2016)  have a similar approach to the idea of how startups should find the new 

or improve the existing. 
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Thiel (2014) also underlines that choosing the right market, with the right profit 

margins is key for the success of a business. He uses the example of the 

extremely competitive airline industry as an example, where profit per 

passenger dropped as low as $0.37 in 2012, while Google on the other hand 

keeps more than 25% of its total revenue as profits (Thiel,2014). 

This is similar to Case’s notion of choosing the right markets, such as healthcare 

or food, which are prospects to high amounts of growth and opportunity (Case, 

2016). 

Further we see that the entrepreneurial literature picks up on Drucker’s idea of 

the hit them where they ain’t strategy (Drucker, 1985). 

Thiel argues that companies should use the second mover advantage by 

imitating 80% of a company that has found product to market fit. The last 20% 

are the ones that entrepreneurs should seek to improve, by being very focused 

on having a strong founding and management team, as well as a visionary 

entrepreneur that leads the way (Thiel,2014). 

We can’t help but notice the striking similarities between the combination of 

Drucker’s (1985) four steps and hit them where they ain’t strategy and Thiel’s 

(2014) 80/20 framework.  

This 80/20 framework, is inspired by the Pareto Principle a theory formulated 

by Vilfredo Pareto, who noted that 80 percent of the wealth was concentrated in 

about 20 percent of the population in late nineteenth-century Italy (Thiel,2014). 

This sociological theory, was then used to explain in many other instances how 

20% of the work that is done, creates 80% of the total value. Which further has 

led to the idea that startups, can dramatically increase the value of a product, 

by improving only 20% of an existing product. We see a large adoption of this 

framework in the startup community and many influential entrepreneurship 

influencers write articles on how startups can reduce their time to market by 

following this strategy. An example is the well-known Silicon Valley influencer 

Andrew Chen, who uses the 80/20 framework to underline, how startups can 
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minimize their time to product to market fit, by imitating 80% of an existing 

solution and then improving the last 20% based on the company's own core 

competencies. (Chen, retrieved 2016)  

 

We can conclude that the market oriented school of entrepreneurial literature is 

more focused on a planning and execution model, within the right market. The 

focus seems to be more on the end of improving the exist ing, by understanding 

one's own capabilities and detecting the flaws within the products of competitors. 

3.2.3 Summary 

In entrepreneurial theory section of the literature background, we have shown 

how the literature has been part of an evolutionary loop. We have mapped the 

development of the startup literature from the early theories, to the prescriptive 

hands-on literate and finally the most recent theoretical approach, which is 

strongly influenced by the ‘old approach’. This leaves two literary approaches  

that currently hold strong influence in the startup world. The customer 

oriented school and the market oriented school. We looked closer at these 

two schools in our second section of the literature background and can conclude 

that whilst they set different focus points, these theoretical approaches don’t 

stand in immediate conflict. What stands clear is that all theoretic approaches 

on some level deal with the core issue of an entrepreneur, which is reaching a 

stage where the newly founded venture becomes a sustainable business. The 

customer oriented school and market oriented school do differ in their 

suggestions on how the entrepreneur should arrive at this point, however the 

starting point of uncertainty and the goal of sustainable business are the same.  
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4. Theoretical Framework - Two paths to 

ambidexterity 

In this part of the thesis, we wil l  synthesize the information 

gathered in the previous sections on exploration & 

exploitation, ambidexterity as well as on how to approach 

startups. Whilst the exis ting l iterature on ambidexterity has 

been primari ly focused on it being the optimal state for 

legacy firms, we believe that it is of equal importance to 

startups. Startups are generally regarded as highly 

explorative, and authors such as Du Gay and Vikkelsø 

(2012) have uncovered, legacy firms attempt to adopt the 

explorative way of working that startups have established. 

Nonetheless, Du Gay and Vikkelsø (2012) stress the dangers 

of this metaphysical stance that we experience nowadays, 

making everything in terms of exploration look appealing 

and everything in terms of exploitation as the old ‘outdated’ 

way working. We agree with this l ine of thinking and will  

uncover in this section, that as a matter of fact, not all 

startups attempt to be very explorative and neither should 

they be.  

As startups are experiencing equal struggles between stability and change, 

especially when the growth engine lifts off, they need to learn to handle 

increasing amounts of complexity. In addition, they need to learn how to actually 

create value out of all the ideas they create through their explorative way of 

working. Hence a sole focus on exploration would not allow them to benefit of 

their great work. Thus, over time they need to be capable to balance the act of 

exploration and exploitation. Moreover, as startups thrive to become successful 

and want to develop themselves further, they may eventually become legacy 
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firms themselves. Hence, we believe that knowing the desired end goal, namely 

ambidexterity, will help startups make decisions at an early stage that will help 

them become ambidextrous companies in the long run.  

Growing into ambidexterity is in our point of view far more desirable than having 

to go through costly and difficult to achieve change management initiatives later 

on. Over time the organizational culture will strengthen. Moreover, operating 

processes will become deeply rooted within the organization, that will be 

perceived as taken-for-granted ways of working (Gavetti & Rivkin, 2007).  

Consequently, as path dependencies (March, 1991; Miller, 1992) make 

companies less plastic over time, changing and shaping the company into a new 

direction will be a lot easier early on.  

 

Figure 9: Two Paths Two Ambidexterity 

In the previous section we have uncovered two dominant approaches on how to 

start and run a startup. In the following, we will present a synthesis of these two 

approaches with the knowledge gathered from the academic literature section 
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on legacy firms. This synthesis has led us to two paths (Figure 9) that startups 

can choose to become a successful and thriving business, and to grow into 

ambidexterity. 

We do not claim that these are the only paths that will enable a startup to 

become successful and ambidextrous, however, we believe that these are the 

dominant ones. Each of these two paths has its advantage and disadvantage in 

terms of reaching ambidexterity, which we will present by going through the 

different phases involved into reaching the latter. Whilst the first path is building 

upon the customer development model (Blank) as well as the lean startup 

methodology (Ries) and thus represents the common understanding of how 

society believes startups work. The second path will actually draw an entirely 

different picture, by building upon very recent techniques and ideas as presented 

by Peter Thiel amongst others. This path will underline how startups may be 

exploitative from the beginning on. 

4.1 Path 1: ‘Nailing validated learning - cheap and 

dirty!’ 

4.1.1 Phase 1 

The first phase of path 1 takes its starting point by adopting a strong customer 

centric focus. Ries (2011) and Blank (2005) both argue, that it is favored to find 

a target audience that is very accessible to the startup. It can help if the startup 

or its members already have acquired knowledge about that audience or if they 

even are members itself. The primary goal of this path is to learn as much as 

possible about the preferences, pain points and desires of the target audience. 

In that regard, one could argue that this phase draws a lot on the learning school 

of thought, not just in terms of learning internally by trying new things and 

sharing knowledge but also in terms of engaging with the customer from the 

beginning on, and incorporating the gathered feedback in the product 
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development process (Blank, 2005). When looking at this through the lens of 

March’s (1991) notion of exploration, one might wonder how startups are able 

to afford this rather strongly executed explorative path. According to March 

(1991) exploration is rather costly and it takes time until the benefits might 

become visible. Nevertheless, the way that startups conduct this path of 

exploration is very similar to the interpretation of ‘sensing’ in terms of dynamic 

capabilities.  

How this is possible and unfolds in practice can be explained through a number 

of techniques presented by Ries (2011) and Blank (2005). This first relates to 

the very starting point of this phase, of actually conducting a customer 

development approach besides having a product development approach (Blank, 

2005). This includes a lot more than just asking close friends and family of what 

they think of an idea, but is rather a meticulous process that requires a lot of 

skill and thought. Issues that need to be considered are for instance how to ask 

into pain points without creating bias. As well as how to actually reach out to 

the desired target audience. The most common techniques include prototyping 

and pretotyping, minimum viable products, split testing, but also UI and UX 

tests, such as wizard of Oz and think aloud tests. Most importantly this happens 

iteratively with fast cycle times. Ries (2011) claims that startups manage to 

reduce cycle times by adopting small batch thinking, hence they try to uncover 

the essence of a project or task and reduce it to the minimum that still enables 

them to receive validated feedback. In order to figure out what the essence 

entails, Ries (2011) is introducing the BML feedback loop. The loop suggests that 

startups start the process by figuring out what they need to learn. Then they 

will find solutions on how to measure and validate the information that they will 

acquire. And first after having completed those two steps, the startup will decide 

on what to build. By choosing this method, the startup ensures that the 

experiment will provide the requirement information and that it will not become 

costlier than necessary. 
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In terms of the cost of exploration, these techniques help startups to learn faster 

and experience smarter, hence it is a lot less expensive than March (1991) 

originally hypothesized. Nevertheless, we still acknowledge that startups 

following this this path open themselves up to the earlier introduced failure trap 

(Levinthal and March, 1993). However, in order to reduce the amount of bad 

ideas that are being pursued, startups should always take two hypotheses into 

consideration. The first one being the value creation hypothesis and the second 

being a growth hypothesis (Ries, 2011). If an idea performs well on both levels, 

a startup should pursue it, otherwise it should move on. By following this 

guideline, the startup can reduce the chance of experience a failure trap, which 

would most likely cause a vicious cycle that would lead to the demise of the 

startup. In addition, startups do not need to start entirely from scratch when 

choosing an audience, they can make use of analogs and antilogs, to speed up 

the process (Mullins & Komisar, 2009). 

Choosing this path will set up the startup with a great amount of adaptive 

capabilities, so it will most likely become good at spotting opportunities in the 

market and adapt if necessary, however it still needs to proof that it can actually 

‘seize’ (Teece et al.,1997; Teece, 2009) and exploit (March, 1991) an idea. 

Consequently, the second phase of this path will be a rather strong shift in focus. 

4.1.2 Phase 2: 

This phase becomes important once a startup has ensured that it has found 

product to market fit. Once this has happened, the startup should let the growth 

engine kick in, and start refining its processes. In other words it will start trying 

to exploit what it has created, rather than continuously trying to find new 

solutions. What is important to consider is, which growth metrics to apply in 

order to determine if product-market fit is given. In terms of mobile applications 

for instance, it is a lot more important to work with the number of active users 

than with the number of total downloads. If the churn rate is equal to the 

download rate the startup will not grow, no matter how appealing the total 
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download number might look. However, as analyzing tools of mobile applications 

only indicate total downloads and not the number of active users nor the churn 

rate, they might look as a success to externals even though they really are not. 

Therefore, a startup should always ensure to measure and use the right numbers 

as performance indicators. Once a startup has assured itself that it has reached 

product market fit, it should launch phase 2. 

 

Whilst phase 1 was a lot about the vision and passion of the founders and the 

team, this phase is a lot more about how to ensure ‘discipline’ and ‘stretch’ 

(Gibson and Birkinshaw, 2004) amongst new hires, in order to secure that even 

more repetitive task will be executed with the same perseverance. Accordingly, 

startups need to move from mere leadership towards introducing management 

procedures and increasing the structure. Throughout this phase, the startup 

should accumulate a great amount of local positive feedback (Levinthal and 

March, 1993). This is due to the fact that the return of exploitation usually 

becomes visible a lot faster than from exploration (March, 1991). Thus, in 

theory, exploitation is becoming more and more desirable, whilst exploration 

appears to be increasingly costly and risky (Levinthal and March,1993). 

Therefore startups have to be aware of the inherent risk of falling into a success 

trap that is given in this phase. Nevertheless, as startups have already acquired 

a great deal of exploration capabilities during phase 1, we believe that the odds 

of falling into a success trap are rather low. Once a startup has accomplished its 

growth goals, it should continue with phase 3. 

4.1.3 Phase 3:  

As we can see in figure 9, this path allows startups to build competencies in both 

exploration as well as exploitation. Hence when approaching phase 3, startups 

possess a decent level of proficiency in both areas. This proficiency was primarily 

achieved through a sequential focus on first exploration and then exploitation. 

Consequently, employees that have been part of both phases are possessing 
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skills in being explorative as well as exploitative. Therefore, being ambidextrous 

is already rooted within the organizational culture to a certain degree. We 

assume that fostering contextual ambidexterity (Gibson and Birkinshaw, 2004) 

will be the natural next step to become fully ambidextrous. This includes 

fostering a paradoxical vision that creates awareness about focus both on short 

term gains as well as ‘inventing the next big thing’. It requires the leadership of 

the firm, to steer values such as passion and trust, as well as discipline and 

stretch. In order for new employees to quickly become part of this culture, it is 

important to educate them about the methodology of how to approach issues 

and conduct day to day business. Thus it requires the firm to make implicit 

agreements and to make taken-for-granted things explicit, so that new hires can 

be onboarded quickly.  

 

Interestingly, the literature on startups does not have much on this phase. 

Mullins & Komisar’s (2009) book is called ‘Getting to plan B’ and not ‘Getting to 

plan B and after nailing it, move on to C,D,E,F,G.’ We believe that is very 

interesting, as startups that have gotten this far, have learned a lot about their 

customers, their desires and their needs. Thus using this knowledge towards 

their advantage by introducing a number of new innovations seems very 

attractive. Of course it is essential here, that these new innovations fall into the 

overall scope of the vision of the firm. If not, the company, no matter how good 

it is at balancing exploration and exploitation, will lose its focus. However, when 

the new innovations are falling under the scope of the vision, all employees will 

still have the same sense of direction, no matter if they work in an explorative 

or exploitative fashion. Hence the vision is growing stronger and the startup will 

make it its competitive advantage to constantly update and improve its product 

portfolio. Even if other more liquid competitors try to catch up, they will always 

be a step behind, and will be a lot less agile in keeping up with the pace. 
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4.2 Path 2: ‘Bending the world to one's will’ 

4.2.1 Phase 1 

The first phase of the second path differs quite significantly from the previous 

path and challenges our assumptions on startups in many different ways. First 

of all, in this path the startup attempts to be exploitative from the beginning on. 

However, this is to a certain degree controversial. March (1991) defines 

exploitation as being synonymous with things such as “refinement, choice, 

production, efficiency, selection, implementation, execution” (p.71). Though 

how can a startup refine its routines, when it has not developed them in the first 

place. Consequently, this phase challenges on the one hand the way we define 

exploitation. On the other hand it challenges society's beliefs on startups being 

very explorative. Startups embarking on this path generally choose to apply the 

pareto principle when creating their product. This way they do not need to 

engage in tedious experimentation as most of their value hypotheses are already 

proven to be correct. As the startup is essentially copying 80 percent of a 

successful existing solution, the chances of reaching product market fit are 

naturally fairly high. The only change to the existing solution is that the startup 

will apply this solution for instance to a different environment and might enhance 

it with some of its own capabilities. To summarize, instead of trying to be a 

groundbreaking first-mover, these kind of startups actually attempt to leverage 

as many second mover advantage as possible (Thiel, 2014). 

This strategic approach equals a lot more the planning and positioning school of 

thought (Porter, 1980, 1985), than the learning school that was discussed in the 

previous path. Nonetheless it involves certain requirements that a startup and 

its founder need to be able to fulfill. On the one hand the founder needs to be 

able to spot an appealing market, on the other hand the startup needs to possess 

some sort of proprietary technology. In order for customers to opt to the new 

solution, Thiel (2014) argues that the offering needs to be 10x better. 

Consequently, for most scenarios, the target market needs to be very 
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underserved and should have been stable for a long-time for this hypothesis to 

hold up.  The attractiveness of a market is judged by the size of the profit 

margins the startup may reach. The higher the margins the better. Moreover, 

as the startups aspires to become a monopoly, as pointed out earlier in the 

literature background, the startup should start with a very small niche market 

to be able to conquer a high degree of market share. In addition to finding an 

attractive niche market, Thiel (2014) claims that “[a] good startup should have 

the potential for great scale build into its first design.” (Chapter 5, Paragraph 7). 

As this phase is a lot about finding a market and then just scaling and optimizing 

the business, it becomes evident, that the firm does not really develop 

explorative capabilities, but will become rather strong at refining and optimizing 

its processes. Thus, when keeping in mind that the startup wants to become 

ambidextrous in the long run, it can already take certain steps to make the 

transition to be explorative later on easier. As Jarzabkowski (2004) has pointed 

out, diversity in the workforce increases a firm's adaptive capability, as 

employees belong to different macro system’s and thus hold different beliefs. 

Hence, a diverse workforce will quite naturally challenge the status quo and will 

at times create conflict that leads to change. Consequently, even though a 

startup is focusing primarily on exploitation, when it assembles a diverse 

workforce, it attempts to ensure that it will still acquire a moderate degree of 

adaptive capacity, that will help when it needs to be able to change its work 

processes in the long run. 

4.2.2 Phase 2: 

At the end of the first phase, the startup should have experienced first signs of 

local positive feedback as it is already refining its processes. Hence, the startup 

might already produce a considerable amount of revenue. Throughout the 

second stage, the startup attempts to continue scaling the business. However, 

as local feedback might become visible to competitors and other firms, they 

might have an interest in competing with the startup. Therefore, the startup 
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needs to focus on a few things during the second phase. The first is, do not 

compete and try not to attract competition. In a Schumpeterian competition the 

rents will always become so small, that the industry becomes unappealing. 

Hence, in order to make ‘monopoly profits’ (Thiel, 2014), the startup needs to 

find a market position where it does not have to compete. A startup following 

this attempt does not want to be labeled as a disrupter, moreover it does not 

want to be labeled as a big player, even if it has achieved a monopoly position 

in a market. It rather wants to position itself as a small player in a bigger market, 

where it tries to collaborate with the big players, whilst exploiting a smaller 

market. Through this strategy the startup manages to make monopoly rents in 

niche markets. Those rents will help to increase the growth rate, as the startup 

will have more to invest into sales and marketing. By choosing this technique, 

the startup will expand into ever growing niche markets, until it is big enough 

to outcompete legacy firms in the mainstream markets. If it would be perceived 

as a disruptor, it would always be considered as a threat, and would have to 

deal with competition. Additionally, the startup should attempt to shelter the 

market further and to strengthen its market position, so that even when copy 

cats might emerge, they won’t be able to overrun the startup. This can be 

achieved by leveraging network effects and increasing lock-in and switching 

costs (Burnham et al., 2003). Both techniques will make it harder for other firms 

to enter the industry and to steal customers from the startup. Hence, the startup 

is actively attempting to stabilize the industry it is situated in, in order to be able 

to exploit even further. It is not that essential to the startup to be very 

explorative and agile at this point in time, as there are not many drastic and 

sudden changes in a stable market. Nonetheless, as positive feedback will grow 

even stronger, it will become increasingly tempting to solely focus on 

exploitation. Therefore, the startup needs be aware of the fallacy of exploitation. 

In the long run it might very well run into a success trap and will open itself up 

for competition. To avoid this, after leveraging network effects and switching 

costs, the startup should move on to phase 3 as soon as it possesses a healthy 

amount of slack resources. 
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4.2.3 Phase 3: 

Until now, the startup has pursued a strong exploitation road, thus it has highly 

developed exploitative capabilities and only weak explorative ones. 

Consequently, the startup needs to rapidly increase its exploration efforts in 

order to reduce the disproportionate balance between the two forces. For this to 

happen and the startup succeeding into becoming more explorative, we believe 

that having the previously mentioned diverse workforce increases its chances 

quite a lot. Nevertheless, employees have not yet learned to work explorative in 

the same manner. Hence, we believe that following a structural approach 

towards ambidexterity will be the best solution to invoke the transition. By 

having separated teams that start working explorative, the startup is ensuring 

that the primary business it not messing with its exploitative capabilities. 

Dividing the startup into teams that follow different working procedures should 

not be too complicated, as the vast growth should have helped to accumulate 

enough slack resources by now. Hence assembling a few teams that work in a 

more experimental, agile manner should be feasible. The main challenge will be, 

that the leadership needs to enforce a paradoxical vision that steers both 

breakthrough as well as incremental profits thinking. In addition, the overall 

vision needs to be formulated and known by the entire workforce so that 

individuals have the same purpose in mind that steers their action. By ensuring 

that the new innovations are aligned with the vision, the startup will not lose 

focus when working differently in certain areas. 

4.3 Summary 

In our theoretical framework section, we have presented two different paths that 

can help startups to grow into successful ambidextrous businesses. The first 

path is applicable for startups that are having great access to a market and that 

already know that there will be pain points to discover. These startups should 

go through an iterative, experimental processes in order to find product to 
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market fit. Subsequently they will try to grow the business in an exploitative 

manner. Startups following this path have attained capabil ities in both 

exploration as well as exploitation, thus they are well suited to follow a 

contextual ambidexterity approach. Employees know how to work exploitative 

as well as explorative, hence they are able to switch between and balance them 

more freely. It allows them to be ambidextrous without having to implement 

additional structures. 

The second path is more for startups that are attempting to make an already 

existing solution their own by applying the pareto principle - take 80 percent of 

a working solution and improve the remaining 20 percent with your own 

capabilities. The solution should already in its very beginning be very scalable. 

In addition, it requires the founders to being able to spot a desirable niche 

market. It should be easy to expand the business from there into bigger markets 

and it should generate high profit margins. 

The second phase is about expanding into bigger markets as well as stabilizing 

the market through leveraging network effects and switching costs. 

In contrast to path 1, the startup should follow a structural approach towards 

ambidexterity. In path 2 employees have not learned to work together in an 

explorative manner. Hence, reaching contextual ambidexterity would be a lot 

more difficult. Furthermore, another major difference between the two paths can 

be observed in terms of the balance between exploration and exploitation. Whilst 

path 2 is attempting to catch up on becoming more explorative it still has a more 

unbalanced profile. However, startups from this path also fol low a different way 

of securing their position, as well as how to deal with competition. There are 

many different factors that impact the decision on which path a startup should 

embark on and there is no general answer to which path is the better one. We 

merely aim to address the topic of ambidexterity early on to make it easier for 

startups to take certain strategic decision at the right time. Some strategic 

actions are easy to implement at an early stage and cheap at the time, however 

costly and difficult to achieve at later stage in the lifecycle of the startup. In 
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addition, we create awareness about the dangers in terms of exploration and 

exploitation of each path. 

5. Case Company 

In the following section we will introduce the case company Heaps, 

that we have chosen for this thesis. Heaps is a company that 

considers itself to be a startup. Meaning they have a newly 

established firm, as well as a newly developed product, which is in 

rapid growth. Therefore we believe that Heaps is an interesting 

case for a thesis with an entrepreneurial focus. Taking our 

theoretical approach into consideration, we will introduce our case 

company Heaps in multiple steps. We will start by briefly 

introducing their core product. Secondly we will introduce heaps 

as a company and dive deeper into their story and how the 

company has evolved since it was launched. Lastly we will revisit 

the product and take a closer look at how the product-portfolio has 

expanded and developed. Equipped with this knowledge we will 

introduce the markets in which Heaps is competing. With this 

section we seek to establish a clear understanding of the product, 

the company and the markets it is competing in. In that way we 

believe that the reader will have a firm understanding of the 

company's position, which is important for the discussion and 

analysis section of this thesis. 

5.1 The core product 

The core product that Heaps is offering is an application (app) for iOS and 

Android phones. The goal of this app is to allow groups of people to easily 

meet other groups of people. The founders of the company highlighted that 

this was especially relevant for groups that wanted to meet others when they 
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are out partying. This party focus can be seen in the app’s description on the 

google play store.  

“There's a Party Nearby! Heaps is the first social party app that lets you and 

your best friends find other groups to party with. All done in an easy and non-

awkward (non-dating) setting.” (Heaps on Google Play, 2016). 

The core functionalities can best be explained in four steps. 

5.1.1 Step one: Create a group 

When the user is invited to join the app, he has the 

option to invite friends to his group. There must be 

at least two members inside the group and the user 

can add them from a list based on their Facebook 

profile, as the app required the user to sign-up with 

a Facebook profile. 

While this is a core functionality of the application, 

it is also one of the core growth organic engines for 

the product. As every user has to at least invite one 

friend to start using the other functionalities of the 

app. 

This is a good core model for an app, as any invite 

ratio of more than 1 friend per person leads to 

exponential growth.  

 

 

 

 

 

Figure 10: HeapsApp Create 
Group 
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5.1.2 Step two: Browse nearby groups 

The application is location based, which means that 

users can browse other groups in a radius defined 

by the user. This ensures that matches are local and 

thereby relevant for the user, as the ultimate goal 

is to enable real life interaction between the users 

of the app.  

Once a group is created in step one, a group has a 

group card, which mainly displays pictures and a 

few more information on the group, such as names 

and what their goal for the night is. 

The app is very focused on visual impressions as the 

main information displayed on the group card are 

the pictures of the group members. 

5.1.3 Step three: Matching 

Groups can now match with each other by swiping 

group cards either left (not interested in meeting 

up) or right (interested in meeting up). 

The users don’t know whether a group has yet 

swiped yes or no to their group card and is left in 

the unknown, unless there is a match. Thereby the 

fear of rejection is reduced, as users are not 

informed on the disapproval of another group. The 

swiping process is therefore a gamification effect 

that is reinforced by a positive feedback loop. 

Should two groups positively swipe yes to meeting 

with each other, they are informed and now have 

the option of chatting with each other.  

Figure 11: HeapsApp Browse 
Nearby 

Figure 12: HeapsApp Matching 
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5.1.4 Step four:  The meetup 

From this stage on the application has fulfilled its 

main goal, namely breaking the ice between two 

groups of strangers and thereby enabling them to 

meet up.  

The only functionality the users need in order to 

actually meet up is a chat window, which works 

just like other similar communication tools such as 

Facebook messenger. 

Every member of the groups can join the chat, 

however they need to individually sign up with 

their personal profiles in order to join the chat. This 

is a further support mechanism for the growth of 

the app, as it adds a further incentive structure for 

the individual user to create their own profile.  

5.2 The story of Heaps: 

As in most entrepreneurial tales, the story of Heaps begins with a pain point. 

The founders were one night gathered at a social get together and noticed a 

group of girls sitting in an apartment on the opposite site of the street, they too 

were getting ready for a night out in town. 

Out of a simple moment with the question: ‘Why is there no tool that allows us 

to contact and meet that group’ an idea was born. 

An app that should enable groups to easily meet other groups. Throughout the 

summer of 2014, three of the founding members started prototyping and 

creating wireframes of how such an app should function. 

The timing seemed right for such a product as the CEO and co-founder Niels 

Hangaard puts it: “And then with Tinder coming along, we started talking about 

Figure 13: HeapsApp Meetup 
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that this was actually pretty smart. Dating was starting to become mainstream, 

people were starting to use these kind of online products.” (Niels, 2016). 

With a basic concept of how the app should work and a favorable timing the 

group found developers for the project and in August 2014 Heaps was running 

a closed beta on the campus of Copenhagen Business School. The team totaled 

six employees at the time. 

In the first two months the company reached 2500 users and grew rapidly after 

opening the service in Copenhagen and focusing on other campuses like 

Copenhagen University. 

On November 21. 2014 Heaps opened up for other Danish cities and the app 

really gained traction in the end of December. In the days around new-years the 

app gained 10.000 users in just four days, thereby reaching their half year goal 

two months earlier than expected.  

 

Figure 14: HeapsApp Download Ranking (AppAnnie, 2016) 

As can be seen in figure 14, Heaps was the number one ranked app on the 

Danish iOS app store on December 31. 2014.  

The app reached a total of more than 30.000 users in January 2015 and after 

receiving an investment, half of the team moved to LA in the United States in 

February 2015.  
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However, succeeding on the American market proved to be difficult for a Danish 

startup, that was competing with a relatively small budget against some very 

well-funded US startups. So despite reaching 80.000 users and a further round 

of investment in November 2015, the company decided to return to the home 

market and focus on growing in the Scandinavian market.  

The core social product of Heaps has now reached more than 50.000 active 

users, though since spring 2016 the company has decided to focus on a new 

product. Heaps Drinks. A subscription based service for drinks in local bars. 

While the social core product of Heaps is still active and growing, the company 

focuses on the new product. 

Heaps Drinks has in the run of three months, acquired more than a thousand 

paying customers and is growing. We will go into depth with this shift in focus 

in the analysis and discussion section of the thesis. 

5.3 Revisiting the product 

The new product Heaps Drinks is the current focus 

of the company.  

Value proposition: 

Heaps drinks is a subscription service that allows 

users to claim one drink every night of the week, 

at a selected bar in town. The app thereby creates 

value for the user by saving money, should they go 

out more than once a month. The company 

underlines this by stating that a normal drink in the 

partnered bars is priced around 70-100 DKK, which 

means using the service twice will save money. 

Bars get new customers that might stick around for 

a second drink.  Figure 15: HeapsDrinks 
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A drink every night in three simple steps: 

The process in Heaps drinks is close to the company's core. They try to make it 

as simple as possible for the user. 

The user selects a bar, which is shown in a list based on location. After selecting 

a bar, the user can then choose a drink from the featured drinks list and show 

it to the bartender. 

5.4 The market 

By expanding the product portfolio Heaps as a company is also competing in two 

different markets at the same time. 

5.4.1 Social core product 

Heaps is focused on social get-togethers of groups, however, the team agrees 

that a major source of inspiration for the product was the popular dating app 

Tinder.  

Figure 16: HeapsDrinks Layout 
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Looking at Tinder’s functionality and user interface, it is simple to see why Heaps 

also has been called the ‘Tinder for groups’. 

 

Figure 17: Tinder 

Looking at Tinder we can also see the charm of a social product, as the app has 

more than 9 million daily active users and 1.4 billion swipes per day. Recently 

Tinder launched a new product called ‘Tinder social’ (Crook,2016) which allows 

groups to meet groups. Knowing the Heaps user interface, one cannot help but 

notice the similarities between the Heaps and Tinder social. However there are 

many more players in the field and we have found multiple apps, both locally in 

Copenhagen and internationally that seek to connect groups with each other. 

Further the market is also influenced by group messaging apps, that don’t have 

the event, or matching mechanisms, however seek to make it easier for groups 

to communicate with each other. So far there has not been a global winner in 

the social game of connecting groups, however it is a market with a high level 

of competition and an increasing number of companies seek to solve this pain 

respective niche markets. So even professional networking apps such as Weave 

use the Tinder style interface of swiping left or right and integrate a Heaps style 

group matching and messaging function. (Lawler, 2014)  
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5.4.2 Heaps Drinks 

Heaps Drinks, the new product on which the whole Heaps team is focusing, is 

also facing competitors in its local and global markets.  

However the market is fundamentally different. In Heaps Drinks an extremely 

important matter is the business to business(B2B) aspect of the sales process. 

Onboarding and securing partnerships with local bars is paramount for the 

success of the project.  

Thusly it is interesting to look at the B2B market of this product. Where the core 

social product is competing in the hyper-competitive social app market, Heaps 

drinks is competing against solutions made for local bar businesses and in this 

space, the competition is rather slim.  

Figure 18: Tinder 2 
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In Denmark there is an established app, called 

Drinkster, which allows users access to special 

bar offers in certain time frames. This is however 

more comparable to deal sites like Groupon, 

which allow users to make great deals at a limited 

amount of time.  

Heaps Drinks seeks to become a subscription 

based business more in the likes of a Netflix for 

drinks, rather than a Groupon for drinks.  

And so far Heaps drinks is the only player on the 

Danish market with such a value proposition. 

However, this is a different case internationally. 

In the US there is an app called Hooch, which yet 

again has striking similarities with a Heaps 

product and the exact same business model (Tepper, 2016).  

 

 

 

 

 

 

 

 

    

    

    

    

Figure 19: Drinskter App 

Figure 21: HeapsDrinks Figure 20: Hooch App 
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The next target markets for Heaps drinks will depend on whether or not it is 

possible to launch the product in the existing Nordic Heaps markets, as Norway 

and Sweden have very strict alcohol laws.  

Therefore, a relevant market might be Germany, where so far no similar 

solutions for the nightclub / bar market exist.  

5.5 Summary 

Heaps is a technology company, that builds apps within the vision of improving 

people’s night out. They have so far developed the core product Heaps Social, 

which lets groups of people match and meet each other. Additionally, they have 

recently created an application called Heaps Drinks, that allows its users to claim 

one drink per day at selected bars, for a fixed monthly fee.  

Heaps has core capabilities in the fields of technology, sales and marketing. They 

are especially good at creating awareness about their product, for instance 

through the use of the press. The applications that Heaps builds, have strong 

analogs in their user experience and interface and in the case of Heaps drinks 

also in the business model and core service.   
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6. Analysis 

Our thesis is concerned with the question of how startups 

can grow into ambidextrous companies, that both succeed 

on an exploitative as well as explorative level. In this 

section of the paper we seek to apply our theoretical 

framework to our case organization Heaps, within the frame 

of our research question. Our case organization was 

founded about two years ago and many decisions had to be 

taken to lead it on today's path. We wil l  apply our two path 

framework to the company in this section to see whether 

one of our two paths to ambidexterity is more fitt ing for 

their journey than the other. Our hypothesis is, that there wil l  be 

overlapping elements in the two paths, which might make it difficu lt to 

draw a clear l ine and dismiss one of the two paths. However, the goal 

of this analysis section is to gain a better understanding of, which path 

is more applicable to the history of Heaps. In order to do this, we will  

divide the analysis section of the thesis into two parts. One for each 

path and we wil l  then apply the three phase model for each path, to the 

history of Heaps.  

6.1 Heaps - from a validated learning path 

perspective 

6.1.1 Phase 1 

In the first phase of the validated learning path the starting point of the 

company's existence is crucial to the path that it takes. In this school of thought, 

the initial pain point is relevant for the development of the product and 

preferably the founders should know the pain point themselves in order to 
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develop a product that is actually solving a problem. In the case of Heaps, the 

founders are a good match for this approach, as they were members of their 

own target audience, which are students and young people from their late teens 

to their end twenties. Furthermore, the founders note that the development of 

their application actually had its starting point within one of their own pain 

points.  

“We had this experience a few times, us sitting together - wanting to meet up 

with girls, but we couldn’t really find anyway to do it in a nice way other than 

just going from bar to bar” (Niels, 2016) . 

It was this pain point and not a market analysis that was the starting point for 

Heaps as a company. In fact, the founders note that there was no clear 

commercial vision in the early days of the company, instead they described it as 

a ‘fun’ project solving an annoying pain point for them.  

“We experienced this issue of having a problem with meeting new people when 

going out and in the beginning it was just a fun project basically...so in the 

beginning it was just for fun, but it quickly became more serious” (Niels) 

The team became more serious about the idea and started to develop a mockup 

of the application beside their work in their leisure hours. In a validated learning 

process, the team would now have focused on a customer centric approach, 

where the founders use the fact that they have good access to their target 

audience to their advantage. However, the Heaps team engaged in a different 

process, designing the application internally without much outside feedback.  

“We had a really great process of talking almost, like down to the smallest details 

and smallest flow inside the app, or like most insignificant flow, I could say. So 

we really spent like three, four months talking through every step of the app… 

it took us three to four months to have the first rough, rough sketch made in 

Invision to then reach out to some developers.“ (Kristoffer, 2016)  

After the first mockup was ready the team involved outside feedback to their 

decision making process, however as noted by Ries (2011) the danger in this 
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process is to involve friends and family who have a bias toward the product or 

aren’t an exact match for the target audience. This actually was the case at 

Heaps, where the friends that gave feedback in the development process, turned 

out not to be the target audience after all.  

“We related a lot on our friends in that process, which ended up not being the 

user at the end, because we are simply too old and boring, or at least all our 

friends are. (…) But no they (the users) didn’t really play a big part of it. I think 

we tried to use as many peers as we could, or involve as many people as we 

could, but funny thing was, that when I look back at it now it was more or less 

people that ended up not using the product.” (Kristoffer, 2016)  

So while the team was building a visual mockup as a functional prototype of the 

application to attract developer talent, it was not iteratively incorporating 

gathered feedback into the development process. Further the team, did not gain 

a clear understanding of their true target audience, as well as their pain points 

throughout this process. Seen from a validated learning perspective, the team 

failed to enrich their prototype with all the iterative customer centric processes, 

such as the BML feedback loop, that would ensure a more product to market 

fitting launch. We learned that this is also the way that the developers that joined 

the process at a later stage view the development process.  

“We soft launched with some friends and I think they wanted to help us of 

course, but they are also our friends and they weren’t really our target group, 

so they were just people who used the app because we told them to, not people 

who would actually use the product. We thought our friends would be the end-

users, but I guess they weren’t” (Jens, 2016).  

However, despite the lack of these iterative processes, the team did make use 

of analogs and antilogs. A great source of inspiration was the widely popular 

dating application Tinder, which user interface and user experience was used as 

an analog for the user experience and interface. Further the analog of other 

social applications helped guide the vision for the company and realizing that 
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indeed such a product could potentially impact a lot of people’s lives. This analog 

was crucial for a validated learning approach, as it fueled the passion and 

willingness from the founders to invest into such a product. Further it set the 

vision for the founders, not by creating a clear cut financial incentive, but rather 

by setting the vision for the team, to grow their application into a social 

phenomenon that would help many others fix the pain of meeting new people.  

“I think at that point of time we had seen what had happened at the app scene 

and we saw Tinder coming to Denmark and Tinder being a huge success all over 

the world, having millions of users and just growing very rapidly (...) I am not 

sure if we thought that much about the financial gain that we could get from it, 

but at least just saying that we could influence a lot of people, we could really 

get a lot of people to meet up…” (Niels, 2016) 

Ultimately the team ended up with a very polished first version of their product, 

in which they believed due to their own pain points and other analogs in similar 

markets. And indeed they had success at their launch, despite the lack of a 

customer centric development approach, when they launched what they called: 

“ Our MVP product was actually 2.0, rather than 1.0, which was great.” 

(Kristoffer, 2016). With the application gaining popularity the team was moving 

toward phase two of the validated learning path.  

6.1.2 Phase 2 

The first and most relevant question for phase two in a validated learning path 

perspective, is whether or not the company has achieved product to market fit. 

With growth numbers in terms of active users exceeding the expectations of the 

founders in the early stages of the company, they expected this to be the case 

and moved the main focus of the company in terms of exploitative growth toward 

the US market.     

“The plan initially was to gain a million users and then find out how to monetize 

and that was actually our plan until we went to the US last year and we thought 

we could make it big over there. The plan was to build a product that sticky 
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enough to get users and keep them there and then we would find out how to 

actually make money.” (Jens) 

However Heaps did not reach the expected growth goals during this phase and 

through their expansion to the much larger US market. Despite not gaining the 

expected amount of growth through the expansion, the company stayed on an 

exploitative path and started focusing on further more local expansions. With 

growth on the Swedish and Norwegian market the company focused on 

expanding to markets that were closer to home and the target audiences that 

they knew.  

 

Figure 22: Heaps AppRanking Norway 

On these smaller, ‘close to home’ markets the Heaps team experienced similar 

growth to their expansion on the Danish market. However, the company was far 

away from the desired goal of reaching 1 million users. Consequently, the 

company did not reach maturity in their exploitative growth strategy, which 

would in the validated learning approach lead to an increased focus on 

introducing more managerial practices and growing the team for growth.  

Instead the team shifted focus toward a more explorative direction, by moving 

from ‘Heaps Social’ to a new product, namely ‘Heaps Drinks’. A large reason for 

this shift was the companies need to generate revenue, which indeed was the 

new focus for the team instead of user growth.   
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“We felt like we had to make money at some point and we had to prove that we 

could make revenue. We could do that from ‘Heaps Social’(core product), we 

were just afraid that we could not enough money. Because we have been trying 

to scale this and it is going great, and we have 50.000 active users, using it 

every month. But we were just in doubt whether we could actually get a lot of 

people to pay for this, but if we could then could we keep scaling the product as 

we had done so far. That is very tough, because we need so many users. So the 

short version was just, it was going to be hard to make a lot of money out of 

Heaps social.” (Niels, 2016) 

6.1.3 Phase 3 

In our opinion Heaps actually never matured to phase three in the validated 

learning path. On the one hand the company did not reach the desired growth 

goals in phase two, on the other hand Heaps actually pivoted away from their 

first product instead of focusing on growing the core product Heaps Social.  

This is an extremely important fact for the analysis of this phase, as one might 

argue that Heaps’ move toward Heaps Drinks, was an explorative move once 

they had reached great growth results with their social product. Which indeed 

would sound more like a successful move in phase three, than failing to get 

there. With no doubt 50.000 active users is an impressive number for a 

Scandinavian startup, so one might wonder how come the exploitative phase 

two doesn’t ‘count’ as a successful move toward phase three in our analysis. 

The answer for this lies within the fact that phase three is the stage where a 

company has reached a level of proficiency in both the explorative and 

exploitative areas.  The success in early exploration and later exploitation lead 

to a smooth running core, which in turn allows for slack resources to expand 

exploratively, to avoid falling into the success trap. At this stage there is a high 

level of passion and trust, but also a strong focus on discipline and stretch to 

keep the core running. This however is not the case at Heaps, the team is 

extremely passionate, however there has not been introduced a strong focus on 
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discipline and stretch to support an exploitative strategy. The founders agree 

that the company now focuses with “90% of its focus on Heaps drinks” 

(Kristoffer, 2016). This shift in focus is not an explorative extension of a 

successfully exploited core, but rather a pivot. Which means that in our view 

Heaps has moved back to phase one with the introduction of Heaps Drinks, 

rather than focusing on exploiting in phase two, to move to phase three. 

6.2 Heaps - from a bending the world to one’s will 

path perspective 

6.2.1 Phase 1 

The case of Heaps is actually in many ways very fitting to the more exploitation 

focused path of bending the world to one’s will. The product is very similar to 

the very successful analog Tinder and the founders deem the market to be right, 

based on the market developments at the time.  

“I think at that point of time we had seen what had happened at the app scene 

and we saw Tinder coming to Denmark and Tinder being a huge success all over 

the world, having millions of users and just growing very rapidly” (Niels, 2016)  

In our case description the reader can see the actual similarities between Heaps 

and Tinder in terms of user experience and interface. But more than just the 

visuals the team learned from the success of similar products, that the markets 

had changed. Previously online dating could be very stigmatized and as Niels 

notes, online dating and social apps became more mainstream at the time of 

Heaps’ launch. In this path startups, should focus on improving solutions that 

already have product to market fit in the existing market and that are currently 

at the exploitation stage. However according to this theoretical approach it is 

important that startups make a niche their own, where they can conquer a high 

degree of the market share.  
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This too happened in the case of Heaps. While many apps seek to solve the pain 

of helping people to meet each other, Heaps focused on the niche of partying. 

As Niels puts it: “The vision we have right now, is basically giving people more 

great nights out, meet new people and getting a good value night.” (Niels) 

In this market the company indeed managed to capture a high degree of the 

market and is now by far the leading player on the nightlife, partying app market 

in Scandinavia. So on many ways, Heaps achieved the desired goal of phase one 

in this path. Take a proven concept, make it their own and capture a large chunk 

of the market. Heaps also focused on optimizing their growth process and the 

goal was to attract as many users as possible. So in many ways exploitation was 

an important element also in their earliest post-launch days. However a few 

elements from the theory don’t match up with Heaps’ story. Firstly startups 

following this path, need to be able to spot an appealing market, based on the 

profit margins that the startup may reach in this particular market. The higher 

the better. This was not the case with Heaps, there was no clear financial 

analysis of the market, nor a strategy focused on this factor. 

“We really tried to live by the - let’s get a lot of traction, let’s get funded. So 

revenue wise, that thing was not on the board, it was pure and simple about 

getting a shit amount of traction and then we could start building a business 

from there.” (Kristoffer, 2016) 

Further Heaps never aspired to become a monopoly business through superior 

technology, they simply wanted to fix a personal pain point and build a fun 

product that they were lacking themselves.  

6.2.2 Phase 2 

Though despite a lacking strategy geared toward taking a concept, improving it 

and finding a niche to apply it to. This is what Heaps did, and they were good at 

it. Their goal for February 2015 was to get 10.000 users and they had almost 

40.000 by the start of January 2015 (Kristoffer, 2016).  
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So in terms for requirements for a startup to enter phase two in this path, Heaps 

had received positive feedback and was ready for refining its processes. At this 

stage the company attempted to further scale the business by expanding the 

product into other markets. However most relevant for this path, is the question 

of how Heaps formed a strategic approach to strengthen their market position. 

The first question is in what market heaps at the time views themselves to be 

active in.  

“Our perception of where to be in 6 months changes continuously, changes all 

the time. Also the industry obviously, there are different layers to it: There is 

the startup/ tech industry in general, then a sub-industry which is a social 

platform and now we are getting into subscription services.” (Kristoffer, 2016.)  

Which means that in order for Heaps to position themselves in a market, an 

issue is figuring out which market they are competing in. In order to secure a 

market position a company firstly needs to establish a clear idea of which market 

they are active in. This might seem like a very basic question to answer, however 

in the story of Heaps with a changing product, it actually becomes a difficult 

question of positioning. Due to general startup market trends, which we also 

introduced in our introduction, Heaps was forced to take make positioning moves 

away from their initial growth and market strategy. 

“We realized  that the expectations of a social product, with no initial focus on 

revenue just got bigger and bigger, due to the fact that larger players didn’t 

come through with revenue. Like Snapchat for an example. So when we raised 

money the first time everyone just said that we should get a shit ton of traffic 

and we will figure out the revenue later on and now people are getting nervous 

because larger players don’t come through. So naturally when they talk to us 

they say focus on revenue way earlier. “ (Kristoffer, 2016).  

What it comes down to, is that Heaps did not evolve to the stage where they 

had a market positioning strategy as suggested by the theory for the second 

phase of this path. According to the theory, Heaps would have to work on 
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establishing a monopoly in a small market, whilst positioning itself in a big 

market where they seek to collaborate with the big players. Further they didn’t 

strategically move in a direction where they sought to shelter their market to 

further strengthen their positioning. So despite great growth and a well matching 

process in the first phase, the lack of a clear business model and a changing 

investor market, forced Heaps to deviate from their course and move into a new 

market, namely the subscription business of Heaps Drinks. 

6.2.3 Phase 3 

Similar to the validated learning path, we argue that Heaps also did not mature 

to this phase in this path. In the theoretical case a company reaching this  phase 

in the bending the world to one’s will path, would have highly developed 

exploitative capabilities and less explorative ones. To make up for this the 

company would focus its efforts on reducing the disproportionate balance 

between the two.  

In the case of Heaps there is no clear answer to where the company's core 

capabilities lie, on the one hand the company had a strong focus on growing and 

exploiting the social core product that they build, on the other hand the company 

was explorative when it was facing changes in the investor market.  

No matter how we turn it, Heaps never reached a stage in phase two where the 

company went all in on an exploitative method, with a focus on securing their 

market position. Instead they weren’t sure on how their market position would 

be 6 months into the future. There aren’t any slack resources in the case of 

Heaps, nor would it at the current time make sense for the company to create 

teams that continually focus on exploration.  

Instead Heaps, also in this path, is set back to phase one, where they yet again 

have to prove that they can exploit their market position and move toward the 

second phase.  
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6.3 Summary 

What becomes clear with the case of Heaps social, is that there indeed is no 

clear cut line between the two different paths. There are applicable elements to 

each of the paths and so there is no clear ‘winner’ in terms of which path fits 

best to Heaps’ story. However, what becomes very clear is that Heaps is 

currently facing the same situation on both paths, which is a move from the 

second phase to the first phase, due to their recent pivot.  

 In the validated learning path Heaps did not mature to a level where they 

moved from an explorative approach to a more structured exploitative 

strategy, prior to a more explorational move toward new products.  

 In the bending the world to one's’ will path, heaps never reached a stage 

where their primary goal became the securing of their market position, 

alongside rapid exploitative growth. 

 

What is interesting is the fact that the new product ‘Heaps Drinks’ is more easily 

categorized into one of our two paths. Heaps Drinks, is a prime example of 

embarking on a bending the world to one’s will path. With this product the team 

was very aware of the market, the fact that there haven’t been any new technical 

solutions for a subscription based nightlife application in Europe and strongly 

inspired (see Hooch in the case description) by an existing solution. So we can 

conclude that with their current actions, Heaps is at the beginning of a bending 

the world to one’s will path, with their new product Heaps drinks.  

We will further discuss the implications of this and how we believe Heaps should 

tackle this challenge in the discussion and recommendation section of this thesis.  
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7. Discussion & Conclusion 

7.1 Failure is the norm.  

This issue that most startups are facing, was not simply our cliff-hanger for an 

introduction, but what truly motivated us to write this thesis. Sure, our second 

sub-question of how startups can increase their chances of survival might sound 

a bit drastic. Fighting for survival almost sounds dramatic. But in our view this 

is a very fitting expression. Seeing that most startups fail, they all fight for 

survival in their early days. Heaps for example was fighting for enough users, to 

justify a new round of investments to support their existence. In their strive to 

maintain their existence, they were willing to cannibalize on their main business, 

to refocus 90% of their effort on a new project. This is not a move of a legacy 

company realizing that they should refocus some of their slack-resources to new 

projects, but a startup fighting for survival. So returning to our second sub-

question of how startups can increase their chances of survival, we have two 

findings that we deem relevant. Firstly, there are substantial limitations to the 

question, due to the fact that it is too broad in its scope. In fact we believe a 

whole master thesis wouldn’t suffice when it comes to answering this question.  

There are a wide range of actions and strategic approaches that would likely 

increase a startup's chance of survival. If some founders work part-time, then 

going full time would likely improve the odds for success and an improved 

information infrastructure, that aligned the whole team in their tasks, probably 

wouldn’t hurt either. So in retrospect, we can see that this question was of value 

to us because it motivated us to write this thesis. It was this issue of failure and 

survival, that sparked our interest and lead us on the path of building a 

theoretical framework.  

Secondly, the question should have been more oriented toward ambidexterity 

and how understanding the path that you are on as a startup, can help you make 

better decision to increase the likelihood of surviving on a competitive market. 
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Seen in a more focused light toward ambidexterity, we believe that we have 

uncovered a theoretical approach in the fusion of academic and entrepreneurial 

literature, that indeed can help entrepreneurs reduce the risk of failure. We 

believe that path dependencies are not only relevant when it comes to legacy 

firms, but hold high relevance to startups as well.  

Understanding the path that one enters as a startup and where to put strategic 

focus is crucial to the success and ultimately survival of the venture. A startup 

that is too explorative, will keep starting new projects and never finish a product, 

that they actually start to scale up (Levinthal & March, 1993). Whereas a startup 

that is too exploitative in their approach, might see a second-mover that is more 

ambidextrous, move past them with a more innovative solution (Levinthal & 

March, 1993).   

So to answer the more narrowed down, ambidexterity relevant question; we 

believe that having a clear strategic approach to the path that the startup is 

taking, can help companies to stay aligned in terms of their focus and vision in 

order to best allocate their resources. Moreover, by being aware of the fallacies 

of both exploration and exploitation (Levinthal & March, 1993), we believe that 

the startup will be more cautious not to fall into either trap. 

However we see some clear difficulties for startups, when it comes to this 

strategic approach. The issue with theoretical approaches on paper, is that they 

are hard to implement in practice. We don’t have any data when it comes to 

founding teams and their starting point, but looking at our case we can see that 

there are startups, that aren’t at a stage where a well-thought-out strategy is 

relevant at their starting point. 

 

“(...)in the beginning it was only just a fun project basically. We were all just 

like: Oh it could be funny to make this and let's see if we can build it" (Niels, 

2016.) 
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Realistically speaking, a founding team that sits together in their leisure time 

working on a ‘fun’ project, will likely not think about a strategic approach to 

becoming an ambidextrous company in their early days. We believe that many 

startup founders start at a creative, exploratory stage, where they simply have 

a great or fun idea that they want to bring to life. Maybe this is the reason why 

we generally see a high level of failure in the startup world and some serial 

entrepreneurs that just seem to do it well every time they start a business. It 

might be the fact that the serial entrepreneurs start their companies with a 

different mindset from the beginning on, where there is a creative phase of 

finding the great idea, however out of experience there is already a strong focus 

on exploitation and strategy as well. While we can only hypothesize about this, 

we believe it to be a viable reason for the continuous success of some 

entrepreneurs, like the ‘PayPal Mafia’ that we mentioned in our introduction. Of 

course we acknowledge that there are other factors such as personality, 

resources, network, in depth industry knowledge and many more that also factor 

into this.  

Similarly to our case Heaps, we believe that many other founders also 

experience the stage where the company is becoming more serious.  

 

“So in the beginning it was just for fun but it quickly became so much serious, 

because we thought it was a lot of fun and we thought there was a big potential 

in this.” (Niels, 2016) 

 

Though in many cases the struggle for survival has already started. Founders 

work to hit first revenue or growth goals to secure an investment or critical 

revenue to survive. A problem that we see with heavy theoretical strategy 

frameworks in general at this stage, is that they require a lot of thought and 

effort to execute. But time and excess energy to execute such a strategy are in 

many cases probably lacking, so startups turn their focus to quick fixes. This is 
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fitting to the majority of the existing entrepreneurial literature that focuses on 

small wins and iterative processes. Where our framework is a strategic long term 

positioning approach, which might make it difficult for founders to position 

themselves once they are in the struggle for survival. Even if they seek to 

position themselves at this stage, they might be in the same situation as Heaps, 

meaning it is difficult to clearly see which path they are on. Heaps is in many 

ways in between the two camps, with one foot in each path, so the question 

becomes what to do at that stage. Sure, a startup can reposition itself and adjust 

their strategy, but that is an unlikely use of energy at a ‘struggle for survival’ 

stage of their company. This means, the statement that startups should position 

themselves within a path prior to developing their business, in many cases 

doesn’t suffice.  

Which leads us to the question of how one might prevent this from happening 

and introduce startups earlier to the concept of exploitation, before they are 

stuck in-between paths. Therefore, we believe that answering and bringing 

awareness to our first sub-question of whether startups have to be explorative 

by nature, is so relevant.  

7.2 The other side of the coin 

The simple answer to our first sub-question of, whether startups are explorative 

by nature would be: well yes, of course they are. You can’t start a new venture 

in a market without having some explorative element in your strategy. But 

neither can you be purely explorative without being exploitative. So the question 

really becomes: do startups, by nature, have to focus on being explorative?  

This is where we believe the discussion and our theoretical framework becomes 

interesting. To make this discussion more concrete, let us revisit the McKinsey 

quote that we used in our introduction. “In Denmark, we take an innovative and 

entrepreneurial approach to our work, aimed at making a real difference for our 

clients and in society as a whole.” (McKinsey, 2016). One might wonder to what 
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extend clients visiting the page and reading the value proposition expect this 

innovative and entrepreneurial way of working to be exploitative in its approach.  

 

We sure hope so, but our impression is the opposite. After studying a 

broad range of literature for this thesis we believe, that the lack of a clear 

understanding of the term ‘entrepreneurial’ and a very broad use of the term 

‘innovative’, lead to a common sentiment that startups or anything in relation to  

entrepreneurship is explorative in nature.  

If we build further on our opening arguments from the introduction, we can 

actually see a lot of reason for this trend. Many startups fail, that is a fact. 

Startups generally work with a high level of uncertainty and it seems very logical 

that we can solve this uncertainty, similarly to how we would fill empty spots on 

a map, through exploration.  

So no, we believe that in most cases McKinsey's statement to be innovative and 

entrepreneurial in their way of working, would not trigger the thought, that they 

will help your organization exploit and secure your current market position.  

This issue is also highlighted in the work of Du Gay and Vikkelsø (2012), who 

claim that researcher of organizational studies have been for a long time aware 

of the pitfalls of a ‘one best way of working’. However, they claim that in recent 

years there has been a move towards preferring innovation, entrepreneurship 

and improvisation over other criteria. Du Gay and Vikkelsø (2012) refer to this 

shift of focus towards the terrain of exploration as the return of a metaphysical 

stance. We believe that this metaphysical stance is not yet troublesome for 

legacy firms, as Du Gay and Vikkelsø (2012) emphasize, however we believe it 

is also troublesome for startups to believe that the ‘one best way’ of 

entrepreneurship is being very explorative. The second path in our framework 

reveals how some successful startups take a more market focused approach and 

rather focus on scaling a business than engaging in endless testing (Thiel, 2014). 
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Thus we believe that not every startup should blindly follow Eric Ries (2011) 

lean startup methodology. 

 

Which leads us to conclude that the thought of entrepreneurial work to be of 

exploitative nature, should be equally present than the thought that 

entrepreneurial work includes iterative processes that help you fail fast and 

cheap. On our theoretical road to ambidexterity, we learned that there indeed is 

no single way of reaching this desirable stage. Ultimately the value lies within 

reaching a balance between exploitation and exploration, which however proves 

to be difficult when the focus is placed too one sided on exploration.   

So while the answer to our first sub-question is simple, to the extent that 

startups of course are explorative in their nature, the issue lies within the belief 

that they have to be explorative. With our thesis we seek to underline that 

this is not the case. Startups can equally focus on being exploitative in their 

approach and ultimately they should aim at being both. We acknowledge that 

our thesis is limited by the fact that we only introduce a relatively young startup 

to which we apply our theoretical framework. For this reason we will extend our 

discussion by looking at a case of an establ ished company, that similarly to 

Heaps grew as a technology company. This company also grew from being a 

tech-startup in a time where investment was available to then become an actual 

giant in its industry. To make it as relevant for the paper as possible, we were 

looking for a company that in our opinion has become an ambidextrous 

organization, which is why we decided to take a closer look at the bookstore, 

that then grew into one of the world’s biggest technology companies, namely 

Amazon.  

If startups don’t have to focus on exploration, or if they in some cases indeed 

might succeed more by focusing on being exploitative in their early stage, then 

surely we should be able to find some evidence for that in a successful case like 

Amazon. 
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7.2.1 The case of Amazon 

In 1994 the ‘The Earth’s largest Bookstore’ was launched and arguably it was a 

success, the company managed to have revenue of $16 million in 1996. At 

that time competitors like Borders Books had revenue of more than $2 billion, 

so Amazon had only captured a tiny fraction of the market share. However, 

forwarding to the present day, changes the picture entirely. Amazon has more 

than 150.000 employees and revenue north of $90 billion. Amazon is now ‘The 

Everything store’, but in fact much more than that. Today Amazon is a world 

leading technology firm, providing cloud computing and hosting services for 

the world's biggest companies, NGO’s and even high security governmental 

organisations like the CIA (O’Reilly & Tushman, 2016).  

“The technology consulting firm Gartner has estimated that Amazon Web 

Services has five times more computing power, than the fourteen other cloud 

computing companies on the market, including IBM” (O’Reilly & Tushman, 

2016, Location 615)  

At this point one might wonder how an online book retailer, managed to 

become one of the leading technology companies in the world, besides running 

one of the world’s biggest retail stores ‘for everything’ and multiple other 

subsidiaries like a video production, book publishing and technology hardware 

company. At first sight this seems to be of a very explorative nature, however 

in reality Amazon managed to grow on an exploitation focused path, that 

allowed them to “exploit mature businesses like retail and distribution, in which 

efficiency and incremental improvements are key” (O’Reilly & Tushman, 2016, 

Location 615). 

So while the first step, just like in any other startup of course involves a level 

of explorative processes, the focus was based on exploitation in the early 

days of Amazon. Scalability and doubling down on growing their existing 

product were key. Their first product expansion was the introduction of DVD’s 

and CD’s, and while this was an exploratory move it was done within the 
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exploitation focused mindset of the company. As scalability of these products, 

was aligned with their current book product. CD’s and DVD’s have roughly the 

same size and demands to logistical infrastructure than books do.   

However, in difference to Border’s Books, Amazon did not fall into the success 

trap and evolved exploratively when they were advancing to the later phases 

of their development.  

In figure 23 we can see Amazon’s development on the exploitative focused 

path, in three phases by looking at innovations the company introduced and 

categorizing whether they were of explorative or exploitative nature.  
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Figure 23: Amazon Case (Adapted from O’Reilly & Tushman (2016) 

 

The takeaway from this section from this case and section is in our opinion 

twofold. On the one hand we believe it shows clearly, that startups not 

necessarily have to focus on being explorative in their early stage, but that it 

depends on their market positioning and strategy.  
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On the other hand, we believe that it underlines the importance of becoming 

an ambidextrous organization in today's rapidly changing markets. The 

example of Borders Books is fitting, as the company despite a leading market 

position in the 90’s and more than $2 billion in revenue had to file for 

bankruptcy in 2011. The company failed to capitalize digital sales channels, 

recognize the rise of eBooks and famously outsourced its online sales to 

Amazon (Sanburn, 2011).  

Ending up as Borders Books is clearly undesirable, so it is time to turn our 

attention to the leading research question of how startups can grow into 

ambidextrous companies.  

7.3 Know your path 

The key to answering the question of how a startup can grow into an 

ambidextrous company, that continuously grows and successfully creates 

revenue is closely related to the startups starting point.  

A learning experience for us throughout writing this thesis was understanding 

that many startups have very different starting points, which come hand-in-

hand with different strategic approaches. A serial entrepreneur that 

successfully launched multiple businesses has likely a different strategic 

mindset toward his newly found business idea then a group of friends that 

want to launch a fun product.  

Which is why there is not a single universal answer to the question of how to 

grow a startup into a successful ambidextrous company that thrives on today’s 

hyper competitive marketplaces. While we believe that we have created a 

coherent theoretical roadmap with our two path framework, we must 

acknowledge its weaknesses in practice, as entrepreneurs do not have a 

universally same starting point. Instead we must distinguish between different 

groups of entrepreneurs and their entry points to starting a business, when 

coming up with solutions to our leading research question.  
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7.3.1 The strategically aware entrepreneur 

We introduced different layers of literature throughout this thesis. Academic 

literature, which was focused on legacy firms and two different schools of 

entrepreneurial literature. We believe that one of our core contributions with 

this thesis, is that we have fused the entrepreneurial and academic literature, 

which in turn has enriched the so far existing theoretical strategy approaches. 

If we for instance look at one of our theoretical cases, it might seem that we 

have been very supportive of Peter Thiel’s (2014) recent work, where in fact 

we believe his book has a lot of shortcomings. Especially in terms of what his 

approach will do to the organizational culture and how it will impact the 

dynamic capabilities of the firm. By looking at it through the lens of 

ambidexterity, we believe we have enriched the understanding of how this 

approach can be dangerous in the rapidly changing environments that we 

experience nowadays. Therefore, we attempted to outline what a startup can 

do from the beginning on, to follow Thiel’s methodology, whilst at the same 

time preparing themselves for exploration and its urgency at the later stage in 

time. 

This is very relevant for the strategically aware entrepreneur, as we assume 

that this type of entrepreneur will be inspired by the existing startup literature. 

This hypothesis is based on the popularity of the mainstream entrepreneur 

literature, that is topping bestseller lists and attracts a lot of media attention.  

For this group of entrepreneurs, we believe that our two path framework is 

relevant, as choosing a path in the early days can help with creating a 

coherent growth strategy for the desirable outcome of becoming an 

ambidextrous company.  
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7.3.2 The strategically unaware entrepreneur 

 

We believe a lot of entrepreneurs start their projects without a clear set of 

goals, ambitions or an executable strategy. We didn’t want to neglect this 

hypothesis for our thesis, because our two path framework, to position your 

startup is likely not of high value for a startup that doesn’t have any long term 

goals to start with. So instead we have to ask ourselves how our thesis and 

research can have relevance for this group. While we see a general trend in 

the startup literature toward a more exploitation oriented approach, we hope 

that our thesis can be part of a new era of entrepreneurial literature that 

doesn’t present startups as pure explorative entities. We believe that an 

increased focus on exploitative processes and incremental innovation, 

alongside exploration, will lead to a startup world that increasingly builds 

companies that grow into ambidexterity.  

 

7.3.3 The role of our case Heaps 

Our thesis is without a doubt a very theoretical piece of work, however Heaps 

played an important role in our own learning process.  

Firstly, Heaps highlighted the issues that we were facing with the theoretical 

model that we build. We expected to be able to assign them to a specific path, 

however in our research we found that the founders were in between camps 

with one foot in each path. This taught us that the starting point for the 

entrepreneur is extremely important for the relevancy of our theoretical 

framework, which in turn influenced our discussion of the framework.  

What further strengthens Heaps as a case for our paper is the fact that they 

just recently made a strategic decision, which in fact makes it possible to 

assign them to a specific path. With the current move toward Heaps Drinks, 

which we classify as a pivot, we believe that Heaps is embarking on a bending 
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the world to one’s will path. The reason for this is the strong inspiration that 

the company found in the Hooch application, which has successfully found 

product to market fit in the US. In our opinion Hooch doesn’t serve as an 

analog in an explorative process, but rather as a product that Heaps is copying 

and launching on the European market. This however fits well into Heaps 

positioning as a company, as they have built core competencies in the field of 

nightlife applications on the European market. Further they can leverage their 

existing product and networks to support the launch of the new product. 

Thusly Heaps Drinks is a fitting case, when it comes to the path of bending the 

world to one’s will and using your existing competencies to improve the odds 

of the launch.  

Due to this development we have also chosen to write our recommendations 

for Heaps focused on Heaps Drinks. This time around, the company has the 

possibility to choose a path from the beginning on, which is what we will 

recommend them to do in the next section. Therefore, we will finish our paper 

with the last section, where we aim to give Heaps actionable 

recommendations, based on our framework.  

7.4 Recommendations for Heaps 

We see heaps positioned on the path to bending the world to one's’ will, which 

means that our recommendations will be aligned with this path.  

Thiel argues that the offering should be at least ten times better than the 

existing solutions. On a product level, this is not the case between Hooch and 

Heaps, however Heaps has a superior network, market position and marketing 

experience when it comes to the European market. So to a large extent Heaps’ 

dynamic capabilities, lie within these fields, rather than being a superior 

technology company. The technological product behind Heaps Drinks, is not 

posing a very high barrier of entry to new market entrants, so focusing on this 

side of the company's capabilities, would be ineffective in comparison. 
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In phase one we believe that Heaps should focus on exploiting these 

capabilities when it comes to supporting their growth with the Heaps Drinks 

product. Through their social product they already have a large group of 

relevant customers for their drinks product, which they should leverage. 

Further they have gained experience in targeting the young, nightlife target 

audience and can reuse their experience for their new product. To scale this 

the best way possible, we recommend that Heaps codify their insights about 

their target audiences, to make the information reusable for fast scaling in 

other countries. Further they should leverage their existing nightlife network, 

to quickly grow the supply side for their product. We recommend Heaps, to 

focus on exploiting these existing resources, instead of seeking to exploratively 

improve the product. 

 

 

 

Figure 24: Recommendations For Phase 1 
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Transitioning to phase 2 

 

As described in the case description, Heaps has been very successful in gaining 

media attention for their social product. However, we recommend Heaps, to 

refrain from doing this for Heaps Drinks, as they transition into phase two. As 

Heaps Drinks is growing on the Danish market and generating revenue, the 

strategy should shift toward using their social product as a Trojan horse in new 

markets, to gain attention and to start building a user base. While they can 

use their marketing skills to gain media attention for this product, they should 

focus on not attracting competition for their drinks product.  

 

The company's focus should be directed toward onboarding the supply side for 

their drinks product in relevant European markets. Furthermore, we 

recommend that Heaps is directing some of their focus on lock-in effects on 

the supply side, thereby creating switching costs for the supply side. This is an 

explorative and iterative process, where they should seek to use their new 

customer base on the supply side to develop solutions that create the desired 

lock-in effect. An example of such an innovation could be to leverage data that 

they have about users, thereby giving the bars access to data analytics about 

their customers. Since Heaps is using a Facebook login for their drinks 

application, they can give the bars access to data such as: who is visiting my 

place, what kind of interest do my customers have, what age group is primarily 

visiting my bar, what drinks do they prefer when they choose their free drink 

etc. Thereby Heaps can create lock-in effects on the supply side, as they 

create value on more levels than ‘just’ bringing in new customers. 
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Figure 25: Recommendations For Phase 2 

 

The move to phase 3 

When Heaps Drinks arrives at the third stage of our framework, the company 

has succeeded in scaling the product and has a substantial amount of slack 

resources that can be applied to further growth. Therefore, we believe that 

Heaps should focus on a structural ambidexterity strategy at this phase.  

We believe that Heaps has a natural advantage in this stage, due to the fact 

that they have a very large and diverse founding team. Therefore, it is likely 

that the company so far has developed a diverse workforce, which should 

make the important steps during this phase easier.  

At this phase it is important that the leadership of the company enforces a 

paradoxical vision that promotes breakthrough as well as incremental profits 

thinking. While it is impossible for us to recommend which specific products or 

services they should develop, we recommend them to establish explorative 
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teams, that further support Heaps’ vision of making nights out greater for the 

world. At the same time they have likely great exploitative capabilities, which 

they should further support, as they have done throughout the earlier stages.  

 

Figure 26: Recommendations For Phase 3 
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