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Digital Entrepreneurship

A comprehensive guide to digital entrepreneurship, bridging academic
research and industry practice. Morabito provides a strategic overview
of the main challenges and trends related to digital entrepreneurship,
structured in three parts. Part I focuses on strategy and management
issues, guiding readers through the theory and practice of building,
implementing and growing new digital ventures and outlining the skills
that are necessary for digital entrepreneurs to succeed and lead. Part II
focuses on digital business systems, describing the main technological
aspects that support and comprise the core infrastructure for digital
entrepreneurship, including social media and the Internet of Things.
Finally, Part III provides analyses of three core industries in which
digital ventures are particularly important: fintech, manufacturing and
fashion. Digital Entrepreneurship will appeal to students and
researchers in the areas of digital strategy/innovation and information
systems management. It will also be of interest to practitioners looking to
develop or innovate digital ventures.

Vincenzo Morabito is Associate Professor at the Management &
Technology Department, Bocconi University (Universita Commerciale
Luigi Bocconi), Milan, Italy. He has participated in various research pro-
jects, many financed by Italian Ministry of University and Scientific
Research (Ministero dell’Universita e della Ricerca Scientifica e
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Introduction

Digitalization has been a driver of transformation in business and
society, leading to radical changes in the ideas and shapes of what
work is, what organizations are and how value can be captured and
created. One of the key issues of digitalization has been its capacity to
enforce new ecosystems and the consequent rise of a new breed of
entrepreneurs and ventures exploiting the opportunity of digital busi-
ness. Therefore, this book discusses and presents the main challenges
and trends related to digital entrepreneurship to an audience of man-
agers and scholars. Moreover, this volume aims to provide a unified
survey of both practice and current scientific work on the topic, con-
sidering the key issues for strategy and management as well as the role
of technology in developing new digital ventures. Thus, as in my
previous volumes, I will consider different perspectives, from informa-
tion systems, technology management and innovation research to strat-
egy and marketing, among others. Accordingly, this volume aims to
create a bridge between industry and academia, presenting practices
that are suitable for use by established businesses and digital entrepre-
neurs through the lens of academic work. This book continues the
mission of my former published volumes in providing practitioners
with a toolbox and “food for thought,” too. So, as in previous work,
each theme will be analyzed in its technical and managerial aspects,
also through the use of case studies and examples.

Outline of the Book

The book argument is developed along three main axes, following
a structure similar to the one adopted in my previous books [1-3],
considering, first (Part I), strategy and management issues for digital
entrepreneurship; subsequently (Part II), the role of technology, focusing
on key digital business systems suitable to enable and for consideration by
digital entrepreneurs and ventures; and, finally (Part III), the challenges
and development of digital entrepreneurship in zhree key industries

1



C/TOOLSWMS/CUP-NEW/33243173WORKINGFOLDER/MORABITO-OPV/OTBLIOSSASSIOINT. 3D 2 [1-2] 69.201
12:13AM

2 Introduction

(fintech, manufacturing and fashion), through presentation and review of
case studies at a global level.

In Part I, I first discuss digital entrepreneurship’s main characteristics
and types (Chapter 1) before considering its relationship with innovation
and the related challenges for new ventures as well as different kinds of
organization apart from start-ups (Chapter 2). I focus specifically on
digital marketing as a key aspect for digital entrepreneurs wanting to
successfully target and manage their customers (Chapter 3). I conclude
the first part of the volume by analyzing the education and skills required
for digital entrepreneurship (Chapter 4). I begin Part I by exploring the
key challenges of digital information and communication technologies
(ICT) for digital entrepreneurship (Chapter 5). I then consider in detail
three key digital technologies for digital entrepreneurship: social media
(Chapter 6), the Internet of Things (Chapter 7) and blockchain (Chapter
8). Finally, as already mentioned, I investigate, in Part IlI, the challenges
and development of digital entrepreneurship in the fintech, manufactur-
ing and fashion industries alongside discussion and analysis of case stud-
ies at a global level.

As in my previous volumes [1-4], I adopt both a scientific approach and
a concrete stance to introduce the characteristics, challenges and oppor-
tunities of digital entrepreneurship with the goal of providing insights and
“tools” for understanding and acting through new ventures in the current
digital competitive environment. Thus, this book is ideally connected to
my former volumes on digital challenges and trends as well as Big Data
and analytics [1-3], aiming to synthesize the issues and be a ready-to-
consult guide to the key topics of digital business innovation for both
managers and scholars.

References

1.  Morabito V. The Future of Digital Business Innovation. Springer (2016).
Morabito V. Big Data and Analytics. Springer (2015).

3. Morabito V. Trends and Challenges in Digital Business Innovation. Springer
(2014).

4. Morabito V. Business Technology Organization — Managing Digital
Information Technology for Value Creation — The SIGMA Approach. Springer
(2013).
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1 Digital Entrepreneurship and Digital Business

1.1 Introduction

The digital revolution, brought about by the wide adoption and use of
numerous technological tools such as smartphones, the Internet, social
media and cloud technology, has created explosive changes in the econ-
omies and markets in which businesses operate. By 2020, it is estimated
that there will be 50 billion Internet enabled devices, which in the entre-
preneurial world is translated into more potential customers for busi-
nesses to reach. Offering billions of emerging opportunities, the digital
disruption has transformed businesses as well as their processes and
activities, reinventing their relationships with stakeholders such as sup-
pliers, vendors and customers. In the era of digital trends, entrepreneurs
are exploiting the dynamics of digital technologies in order to create
value, expand their business and ultimately achieve high revenues that
translate into the success of the firm [1]. “Software is eating the world”
was the phrase used by famous Internet pioneer Mark Andreessen when
trying to describe the extent of the digital phenomenon, with more and
more businesses in almost every industry being run online and offering
their products and services through the Internet. From movies to agricul-
ture and defense, firms around the world have embraced the digital
disruption [2].

1.2 Defining Digital Entrepreneurship and Digital Business

Over the last few decades, the concept of entrepreneurship has received
significant attention from extant literature, where academic consensus on
an equivocal definition has not been achieved yet.

In the early twentieth century, Joseph Schumpeter, who is considered
the father of the contemporary version of entrepreneurship, in his seminal
work described entrepreneurship as a process that involves the creation of
new opportunities through “creative destruction,” by breaking the equi-
librium and embracing change [11]. In other words, an entrepreneur is an
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individual who introduces innovations, in the form of processes, products
and services, into the existing system, and is willing to take the risk as well
as the responsibility involved in creating and implementing a new busi-
ness strategy for an existing firm or in starting up a new business. Several
studies in the literature try to define the concept of entrepreneurship and
contribute additional value.

Table 1.1 presents some of the various definitions that have been
proposed by authors in extant literature. It can be observed that some
definitions omit the aspect of innovation while others tend to focus on the
outcomes of entrepreneurship, with some concentrating on different
instances of it such as “international” entrepreneurship. Overall,
although there has been no mutual consensus on a global definition,
studies seem to agree that at the core of entrepreneurship lie the aspects
of innovation, risk-taking, seeking of new opportunities and creation of

Table 1.1 Definitions of entrepreneurship

Author Definition

Shane and “We define the field of entrepreneurship as the scholarly
Venkataraman examination of how, by whom, and with what effects
2000 [3] opportunities to create future goods and services are

discovered, evaluated, and exploited ... Consequently, the
field involves the study of sources of opportunities; the processes
of discovery, evaluation, and exploitation of opportunities;
and the set of individuals who discover, evaluate, and exploit
them” (p. 218).

Casson 1982 [4] “An entrepreneur is someone who specializes in taking
judgmental decisions about the coordination of scarce
resources” (p. 20).

Cuervo et al. 2007 [5] “Entrepreneurship includes the identification and assessment of
opportunities, the decision to exploit them oneself or sell
them, efforts to obtain resources and the development of the
strategy and organization of the new business project” (p. 3).

Frank Knight 1921 [7]  “Universal foreknowledge would leave no place for an
‘entrepreneur.’ His role is to improve knowledge, especially
foresight, and bear the incidence of its limitations” (p. lix).
“Let us consider first the simple case of unique and undivided
exercise of the function, the control and uncertainty-bearing
being all concentrated in the same individual, under the
assumption that outsiders[,] whether employed by him or not
[,] have neither opinions upon nor interest in the question of
his competence. It will further simplify the problem if we begin
by assuming that this is the only type of entrepreneurship in
our society” (p. 280).
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Table 1.1 (cont.)

Author Definition

Reynolds 1999 [8] “Any attempt at new business or new venture creation, such as
self-employment, a new business organization, or the
expansion of an existing business, by an individual, a team of
individuals, or an established business” (p. 3).

Ruiz 2016 [9] “Entrepreneurship means an undertaking by an individual,
a team of individuals, or an established private or public entity
in any of the following activities or areas. Any attempt at new
business or new venture creation such as self-employment,
founding a new business organization, or expanding an
existing business. Any attempt at creating a new public
initiative such as a new public organism, or expanding an
existing organism. Any attempt at innovation, such as
launching new products or services, new strategic
development, new organization of resources (including
human), entering new markets (including
internationalization), creating new sectors, social
development, or any other action that adds economic or social
value” (p. 1029).

Oviatt and McDougall ~ “International entrepreneurship is the discovery, enactment,

2005 [10] evaluation, and exploitation of opportunities — across national

borders — to create future goods and services” (p. 540).

new business activity as well as management of the new business and
value creation [6].

Similar to the concept of entrepreneurship and taking into account its
core aspects, digital entrepreneurship entails pursuing opportunities by
utilizing information communication technologies (ICT) such as cloud
computing, mobile computing and social media, providing entrepreneur-
ial innovation in order to create value and gain competitive advantage
over operations as well as competitors [6, 12].

Digital entrepreneurship can be defined as “the pursuit of the generation
of value through the creation or expansion of economic activity by identi-
fying and exploiting new ICT or ICT enabled products, processes and
corresponding markets”[6]. If we considering digital enterprise to be the
intersection of physical and digital economy, as depicted in Figure 1.1, as
well as the intersection of digital technologies and entrepreneurship [14],
we can differentiate digital entrepreneurship from traditional venturing in
the following respects:

* Focus. Digital entrepreneurship is focused on technology innovations
that are inspired by developments in science and engineering,
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Physical Digital
economy ... economy

i Digital
| enterprise

Figure 1.1 Digital enterprise as the intersection of physical and digital
economy
Source: Adapted from [13].

promoting the emergence of novel entrepreneurial opportunities

including promising markets, novel products and even new customer

segments and industries [15].

e Activity form. In a digital firm, some or all of the entrepreneurial activities
happen digitally instead of via traditional forms. This includes not only
firms that have embraced digitization as an endeavor to reduce their costs
and improve their customer service, for example through the adoption of
a website, or to aid in the distribution of physical goods and services, such
as with Amazon or eBay, but also digital enterprises that sell completely
digitized products or services, such as music and applications [12, 16].

* Business strategy and model. Digital ventures use different business
models from those favored by traditional ventures as well as different
marketing strategies to promote their products and reach their custom-
ers [12, 17].

According to [18], a digital business is defined as an organization that
uses a combination of two or more digital technologies in order to create
new revenue opportunities, boost customer engagement, penetrate into
new markets and increase product or service development speed to mar-
ket. By harnessing the power of digital technologies such as mobile
computing, cloud computing and social media, the digital enterprise
achieves mobility by bringing teams of people together regardless of
their location, enabling face-to-face interaction among different parties
dispersed around the world via social collaboration tools. By leveraging
digital technologies to create virtual offices, digitize its business processes
or create an e-commerce platform, the digital venture is able to achieve
international expansion by introducing its products into the world’s most
promising markets while at the same time reducing the costs of inter-
nationalizing its business activities and operations [19].
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The infusion of new digital technologies into the entrepreneurial era
has provided digital ventures with a vast amount of business innovative
opportunities to explore as well as novel market segments to enter. These
digital technologies, which enhance entrepreneurial pursuit as well as play
a crucial role in shaping entrepreneurial actions and outcomes, manifest
in three interrelated elements, according to [14]:

» Digital artifacts. Digital artifacts are digital components or applica-
tions embedded into physical objects, providing specific functionality to
users. They can be in the form of either stand-alone software and
hardware components on physical devices, such as applications in
smartphones or fitness watches, or parts of products such as home
appliances and personal products (Amazon Virtual Dash Button,
Oral-B connected toothbrush). Characterized by reprogrammability
and recombinability, digital artifacts are open, flexible, easily modifi-
able and expansible, enabling the entrepreneur to infuse new function-
alities into the object thus generating new entrepreneurial
opportunities. For example, drones, digital devices that were originally
invented for military services, have been recently modified and adopted
by several industries, such as agriculture, logistics and real estate, which
are exploiting their functionality in new purposes [14].

« Digital platforms. A digital platform is a technology business model
that enables exchanges among different groups such as producers and
consumers. The most popular example is the Apple iOS platform,
otherwise known as Apple Store, where users can buy applications for
their smartphones and developers can contribute to the ecosystem
with innovative ideas translated into applications. Another example
is the Android platform, which operates on similar lines. Emphasizing
variability and agility, then, digital platforms create a wealth of oppor-
tunities for entrepreneurs, among other things, to develop apps
[14, 20].

* Digital infrastructures. Digital infrastructures are digital tools, sys-
tems and technology structures — such as cloud computing, social
media, analytics, 3D printing and digital marketplaces — that offer the
necessary collaboration, communication and computing capabilities in
order for a digital enterprise to function [14, 21]. Assisting in the
digitization of the entrepreneurial process, digital infrastructures are
open, dynamic, extremely flexible as well as scalable, as their compo-
nents can be easily updated or replaced; they therefore promote gener-
ation of entrepreneurial ideas that can be translated into development
of successful products and services [21].

Overall, digital technologies have been embraced by digital ventures as
they lie at the heart of every entrepreneur’s powers of innovation and
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economic competitiveness. Two of these technologies, namely social
media and the Internet of Things (IoT), will be discussed in greater detail
in Chapters 6 and 7, respectively.

1.3 Types of Digital Venture

Digital ventures range from large enterprises, already established in sev-
eral industries, to small businesses or start-ups that use ICTs in order to
create value and carry out business activities targeted toward their
customers.

Academics and industry experts agree that start-ups can been defined
as organizations that have been designed to scale very quickly into large
companies [22, 23]. Although there is no timescale that determines how
long a company can be considered a start-up, reaching certain thresh-
olds — for example achieving revenue of more than $20 million, employing
more than 80 people, having a high growth rate, founders being able to
sell their shares, acquiring endeavors from larger companies — can signal
the end of its “start-uphood.” All in all, when a start-up starts becoming
profitable, it means that it will cease being a start-up very soon [23].

While start-ups are considered to represent a big percentage of today’s
digital firms, small and medium-sized enterprises (SMEs) have long
dominated the markets, characterized as the “backbone” of every econ-
omy. More specifically, SMEs represent 99.8 percent of the European
economy; almost all European businesses can be considered as SMEs
[24]. But how do start-ups and SMEs differ? Some key differences are
listed here [25, 26]:

* Growth: As already mentioned, start-ups are designed to scale quickly
and evolve into big companies; they are eager to reach their aspirations
and disrupt the market. A small business, on the other hand, usually
offers traditional products and services and is mostly focused on making
profit within controllable boundaries with a set number of customers; it
does not have high expectations in terms of scaling and growth.

* Innovation: A small business is usually not something new in the
industry, while start-ups are infused with innovation, trying to translate
novel ideas into products and services in ways that have never been
done before, thus disrupting the industry. A very well-known example is
Uber, which will be discussed in greater detail in Section 1.7.

* Focus: While small businesses are focused on their profit with low
operational costs, start-ups are more concerned about scaling fast and
growing quickly by bringing innovative ideas into the market.
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¢ Funding: Small businesses usually rely on personal savings, bank loans
and friends or family funds, while start-ups usually receive funding from
investors and venture capitalists.

« Exit strategy: For a small business, future aspirations involve passing
the company to the next generations such as family members or a large
company that is interested in buying it. However, start-ups aim much
higher, to sell big to a large corporation or go public (initial public
offering (IPO)).

That covered some of the main differences between start-ups and

SMEs. The next sections provide a deeper look at digital ventures:

both start-ups (Section 1.3.1) and spin-off companies (Section 1.3.2).

1.3.1  Start-Ups: Big Ideas from Small Businesses

Focused on growth with no geographical boundaries, a start-up team
works with excitement to solve existing critical problems by introducing
innovative ideas, ultimately aiming to make an immediate impact in the
market [23]. One of the central characteristics of a start-up is innovative-
ness: “[T]o be a startup is to claim a freshness that suggests a finger on the
pulse of the future” [23].

Lying at the heart of entrepreneurship, innovation constitutes
a key value for the success as well as the longevity of a business.
An innovative company constantly keeps up with trends and
demands and seizes arising opportunities to fulfill the ever-
changing needs of customers by coming up with novel ways to
produce products or services. In the entrepreneurial world, open
innovation refers to the notion that ideas and resources should be
shared among a wide range of players such as large firms and start-
ups. Open innovation, which will be discussed in greater depth in
Chapter 2, is facilitated through several digital technologies that
offer tremendous opportunities for a firm’s growth and success. As
shown in Figure 1.2, in the open innovation ecosystem, the demand
and supply sides of innovation are connected through bridge-
makers, who constitute the “glue” between the two actors of the
ecosystem. For example, Singularity University, founded by Peter
Diamandis and Ray Kurzweil in the NASA research park in
California, is characterized as a one-of-its-kind hybrid accelerator;
it serves as a bridge-maker connecting the demand and supply sides
of innovation, offering both educational programs to potential stu-
dents and innovative partnerships within a business incubator to
start-up companies, to help them in their entrepreneurship
endeavors [19].
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Small start-ups tend to collaborate with large established enterprises,
with benefits accruing to both sides: on the one hand, start-ups are eager
to enter the market and present themselves as a “best of breed” product
provider choice; on the other hand, large firms gain access to new tech-
nologies and highly skilled talents while at the same time decreasing their
research and development (R&D) costs [19].

Most young entrepreneurs — founders of small start-ups who embrace
innovation and are eager to succeed — choose to establish collaborations
with a variety of different large organizations, such as governments,
nonprofit organizations, academic institutions and researchers as well as
incubators or accelerators, in order both to speed up the process of
translating their ideas into products and to accelerate their entrance into
the relevant markets. Through these partnerships and collaborations with
business incubators or multinational companies, start-ups gain the
opportunity to leverage a wide range of resources including access to
finance as well as foreign investment, mentoring services, efficient mar-
keting strategies, robust sales resources and greater production scale [19].

More specifically, in the case of business incubators and accelerator pro-
grams, start-ups benefit from several advantages such as office space and
professional services, business advice and even early-stage funding in order to
get the initial “boost up.” In some cases, large-company accelerators even

Innovation BRIDGEMAKERS Innovation
[ 3 [ ]
demand )

o supply K

Critical
resources
expertise

Labs Venture capitalists

Universities NGOs o Cust
Corporate R&D Foundations us k?mt_ers (consumers
Start-ups/entrepreneurs Universities and businesses)

P ]
Individuals (customers, Governments

citizens, students)

Incubators/accelerators
Corporations

Figure 1.2 Open innovation and bridge-makers
Source: Adapted from [19].
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end up buying the start-ups they have been working with. Establishing
a connection with a large enterprise gives start-ups the opportunity to exploit
the market recognition of the enterprise-partner and to benefit from an
already established brand name, thus gaining credibility and increasing
their potential to create enhanced revenue as an outcome of their business
activities [19].

Corporate-led accelerators are gaining public attention; one example is
the recently established Microsoft Ventures, which invests in early-stage
start-ups that are developing products and services using technologies
such as cloud, security and machine learning. Furthermore, Microsoft
Accelerator has a number of accelerator programs worldwide, which offer
to late-stage start-ups a variety of workshops as well as access to funding and
connections with customers and other venture capital investors [19, 27, 28].

1.3.2  Spin-Offs from Large Enterprises

Although acquisitions of small start-ups by large corporations such as
Microsoft, Apple and Facebook are very popular these days, another
trend in the market is de-merging, that is, spin-off companies being
created as offspring of large enterprises [29]. Gareth Wilson, an executive
at Fog Creek, a software development company, who participated in the
spinning off of Trello and StackOverflow, highlights that spin-offs from
an established company constitute a high risk but at the same time a great
opportunity to create a successful new business. Although customers tend
to associate one thing with a name, a spin-off is preferred by investors as it
shows a focused company perspective and offers financial benefits and
attractive returns to stakeholders [30-32].

While in the USA every year only around fifty companies emerge from
the de-merging of large business corporations’ key assets as separate legal
entities, academic institutions are considered a very fruitful source of
spin-offs. Recent research has shown that in today’s business environ-
ment, university spin-offs have shown outstanding performance as they
are 108 times more likely to go public than any other average company
[31]. As intellectual property of the academic institution, including the
active involvement of the inventor, a university spin-off is a new company
that exploits the university’s scientific and technological knowledge as
well as the outcomes of university research. Critical steps for developing
a university spin-off include [33]:

» generating the business idea

* translating the idea into the business process

 creating the firm

» contributing value to the stakeholders, customers and employees.
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By commercializing the university’s technology, a university spin-off is
translating research ideas and results into market solutions, thus contrib-
uting to the economic development of the academic institution while at
the same time creating opportunities for the local economic community
too. NaturalMotion, a digital animation company created by a PhD
zoology student, is a brilliant example of how academic research can
lead to huge success. A spin-off company from Oxford University,
focused on animation technology in the film and game industries,
NaturalMotion was recently acquired by NASDAQ-listed Zynga for
$527 million, making it the highest university spin-off sale in years [34].

1.4 Setting Up an Online Business

In today’s global economy, emerging technologies have penetrated into

the processes and services of nearly all organizations with e-business as

well as e-commerce, becoming an integral part of their business strategy.

Both e-business and e-commerce have facilitated easier and quicker

business transactions while at the same time increasing competition

among vendors. E-commerce is becoming bigger every year, with esti-

mates for worldwide e-commerce retail sales reaching $4 trillion in 2020

[35]. Digital entrepreneurs need to understand, follow and implement

a series of critical steps in order to set up an online business [36, 37]:

* Decide the business: The first important step for a digital entrepre-
neur when planning an e-business is selecting the product(s) or service-
(s) that will be offered to customers. By thoroughly investigating the
market and understanding the current competition, the digital entre-
preneur is able to identify a niche to enter and set a business strategy
and future goals.

* Create the business plan: Developing a business plan constitutes the
most critical step for the success of any digital business. It includes
defining the needs of the online business, its aims and objectives as well
as its viability. Although it is crucial to undertake this planning process
at the starting point of setting up a company, however, entrepreneurs
should not get too bogged down with it and should instead keep their
business plan flexible and capable of evolving around their mission,
vision and values.

* Design and build the website: A successful digital business includes
a well-considered and thorough plan that accounts for elements such as
programming capabilities and design skills as well as sales and market-
ing abilities. Even when a company has the most innovative product in
the market, if its website application does not provide ease of use,
intuitive navigation and flexible processes, the digital endeavor will
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eventually fail. Multiple technologies can be used in order to develop an
e-commerce website — for instance HTML, Java, PHP, SQL — depend-
ing on the preferences and skills of the digital team. As the website is the
only storefront of the business, ensuring that it is customer friendly by
paying attention to critical elements such as web content, ease of use
and site navigation will contribute to achieving high customer satisfac-
tion, which will in turn lead to customer retention and attraction of new
customers from competitors [37-39].

* Develop the marketing strategy: After the online business has been
set up, the next critical step is to attract customers. Developing a digital
marketing strategy, which will be discussed further in Chapter 3, is
a crucial component of the success of any online business. Search
engine optimization (SEO), pay-per-click advertising (PPC), email
marketing, content marketing and web analytics are only a few of the
wide range of options that a digital business can deploy in order to
increase traffic to its website and attract buyers. Identifying the right
online marketing tools to deploy as well as evaluating existing media
channels and assets for utilization enables a digital business to build up
effective online marketing campaigns that will incrementally lead it to
accomplish its overarching goals [40].

1.5 The Role of E-commerce

While e-business refers to businesses that run their operations online or
use Internet technology in order to improve their productivity and profit-
ability, e-commerce describes the activities of marketing, buying as well as
selling products and services to customers using Internet technologies.
The difference between the two terms lies in the fact that the first one is
broader, encompassing use of technologies not only to buy and sell goods
and services but also to collaborate with business partners, process
e-transactions and run internal processes such as inventory management,
human resources and finance [41].

E-commerce is used by businesses in order to execute transactions (i.e.
sales) facilitated by modern technology (i.e. the Internet, computer,
online, email) to provide customers (i.e. selling, shopping, buying) prod-
ucts and services (i.e. shop, web store, delivery). E-commerce automates
enterprises’ business processes, providing twenty-four-hour goods and
services availability, thus making products and services available anytime
and anywhere. It also provides faster and reliable communication with
customers and partners and cuts down operational costs. Moreover,
e-commerce websites provide a platform where all information is avail-
able online at one place, facilitating more shopping options to customers,
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who can easily compare products and prices, as well as expedited delivery

of the product [42, 43]. A common classification of the several business

models of e-commerce includes [44, 45]:

* B2B (business-to-business): The B2B business model describes
businesses that focus on selling their products to other businesses.
Both the buyer and the seller constitute separate business entities.
Prominent examples include Cisco, IBM and Hewlett Packard (HP).

* B2C (business-to-consumer): Characterized as the second largest
and earliest form of e-commerce, B2C is where a business sells its
products, including physical goods, services and information goods,
directly to consumers. By drastically reducing transaction costs for
organizations, B2C increases customers’ access to information, enab-
ling them to choose from a wide range of products and find the most
competitive price among many vendors.

¢ C2C (customer-to-customer): This model describes transactions
between private individuals selling or purchasing assets such as cars,
residential property and motorcycles, personal services and new or used
products. Online marketplaces such as eBay, Etsy and Craigslist facili-
tate the execution of these transactions by offering a space where sellers
can pay to advertise products for sale, including images and descrip-
tions. Furthermore, portals such as eBay offer online real-time bidding
where consumers can participate in online auctions to bid for items
being sold on the website.

* B2G (business-to-government): B2G is an underdeveloped area of
e-commerce but one that is steadily growing. It describes use of the
Internet to execute various operations and transactions between organ-
izations and the public sector, including procurement, licensing and
filing of taxes.

* C2B (customer-to-business): In this model, the opposite of B2C,
a private individual, such as a blogger or a photographer, sells value to
companies by offering to advertise those companies’ products or ser-
vices for a fee, for example through reviews or sharing on social media as
in the case of current “influencers.”

* Mobile commerce: M-commerce refers to the purchasing of goods
and services by consumers through wireless technologies such as smart-
phones and tablets. As the penetration of smartphones has grown
among consumers and rocketed with the introduction of the first
iPhone in 2007, e-commerce is fast transforming to m-commerce.
Rapid developments in mobile technologies along with the popularity
of social media have created a habit shift such that consumers now tend
to use their mobile phones rather than desktop applications [44—46].
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Having acknowledged the main e-commerce business models that exist
today, the digital entrepreneur is able to recognize the right niche to
market as well as all the options at hand that can be exploited in order
to create a successful online business.

1.6 Risks and Challenges

The wide adoption and deployment of digital technologies for entrepre-
neurial purposes offers tremendous opportunities to digital firms but, at the
same time, includes several pitfalls and hazards. Digital opportunities and
risks are two different sides of the same coin. In today’s entrepreneurial
world, already established digital firms, as well as entrepreneurs and man-
agers that are interested in starting up a new digital business, need to
understand the risks and challenges that are associated with digital entre-
preneurship and its opportunities [26]. Some key challenges are:

* Security: Although the benefits of the digital revolution are undisputable,
they are accompanied by important risks and challenges. Digital threats
can result in a wide variety of implications for organizations such as
operational, financial, legal, intellectual property and reputation risks
[47]. Cybercrime-related risks are at the top of the list of five global
business risks creating major concerns for digital entrepreneurs using
digital platforms and infrastructures as means to offer their products and
services to customers [48]. Protection of digital intellectual property and
business information against cyber criminals constitutes one of the most
critical challenges for today’s digital entrepreneurs. While large enterprises
may have the financial resources to implement strong security measures,
small businesses and SMEs face a major threat regarding cyber security.
Due to financial and management constraints, SMEs usually choose not
to prioritize implementation of a digital security management strategy.
Furthermore, deployment of certain digital technologies and more specif-
ically cloud computing encompasses several critical concerns, such as lack
of security control in the cloud as well as regulatory and compliance issues
and lack of cloud usage visibility. Since most of the critical and personal
data of customers, such as personal details and bank details, is stored in the
cloud and several new security threats appear every day, a digital firm
should ensure that a strong security strategy is followed in order to retain
the trust of its current customers and not lose new ones [24, 48-50].

» Financial challenges: The recent financial crisis, resulting in a highly
volatile business environment, contributed to banks becoming reluc-
tant to provide loans to start-ups and small businesses. At the same
time, venture capital funds have started following a less risky strategy,
thus preferring to invest in late-stage start-ups. As a result, access to
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funding constitutes a major challenge for digital entrepreneurs [19, 51].
However, financial challenges will occur in different stages and in
different time periods for every digital firm. Although, as discussed in
Section 1.3.1, several accelerator and incubator programs exist in order
to aid start-ups, digital firms should plan their funding strategy ahead of
their launch. One very popular practice for raising business finance is
crowdfunding, where start-ups can collect funds from many different
people in exchange for shares in the company. While this has been
characterized as a considerably efficient funding option for a new com-
pany and the future of fundraising, a digital business should be aware of
some critical challenges [52]:

o Planming the time frame and amount. The start-up team should plan
thoroughly and determine the specific amount they aim to raise through
crowdfunding as well as the time frame for starting their campaign and
reaching their goal amount.

o Choosing the platform: Today, there are several crowdfunding plat-
forms available, all created for the same purpose but targeted at differ-
ent audiences. Some platforms are targeted at individuals who can
contribute small amounts, while other platforms are more focused on
investors and entrepreneurs who are interested in investing millions.
Early-stage start-ups that have decided to use crowdfunding as a means
of raising business funds should research diligently in order to find the
platform that best fits their needs.

* Human resources: In the very early stages of a start-up, the team usually
comprises only the co-founders. As time goes by and the needs and
demands of the company increase, more experts need to be hired, to
complement the existing team, in order for the company to grow and
reach its future goals. But finding the right talents that possess the right
skills, expertise and mindsets is one of the most critical aspects of the
success of a start-up. Not having the right team on board is one of the top
reasons why start-ups fail today [51, 53]. Furthermore, digital ventures,
either large enterprises or small businesses, are dealing with skills shortages
as they all compete for the same underdeveloped pool of science, technol-
ogy, engineering and mathematics (STEM) graduates who are in great
demand from businesses around the world. At the same time, entrepre-
neurs are looking for “five-legged sheep” [19], as they are eager to recruit
individuals who can successfully do almost everything. The success of any
digital firm depends highly on the skills, expertise and knowledge of the
workforce that it has employed; thus, the human capital management
aspect of the company should be at the top of the list of priorities [19].

* Piracy: Having reached a worldwide rate of 35 percent with organiza-
tions’ losses estimated at around $34 billion, piracy constitutes



CTOOLSWMS/CUP-NEW/33937414 WORKINGFOLDER/MORABITO- OPMTstossesstocorsn 19 [3-27) 1.10.2021
8:38AM

1 Digital Entrepreneurship and Digital Business 19

a tremendous challenge for today’s digital entrepreneurs. Digital prod-
ucts, such as movies, music and software, being downloaded by thou-
sands of individuals without payment and permission from the creator
is a phenomenon that is spreading across many countries around the
globe today. According to Siegfried’s 2004 study [54], individuals who
illegally downloaded digital goods did not recognize that anything
about their actions was wrong, revealing that consumers perceive phys-
ical products differently from virtual ones [26]. As a result, digital firms
need to be very cautious and undertake strong protective measures
against this phenomenon, which can significantly affect their business.
* Increased competition: Digital innovative technologies such as social
media, cloud computing and blockchain have changed both economies
and societies, creating tremendous opportunities for digital enterprises. At
the same time, digital changes have introduced one major challenge that
digital firms need to face, namely, increased competition in the market
[55]. One popular example is Google, which has been involved in both the
social networking and the mobile handset markets, acquiring thousands of
customers from other online businesses and leaving entrepreneurs won-
dering what its next move will be. With e-commerce websites, customers
have access to real-time mobile data and are able to compare prices and
products across multiple brands on the move; the power is thus completely
in their hands. Acknowledging that rapid technological advancements as
well as globalization have resulted in a highly competitive environment,
entrepreneurs are intensifying their endeavors toward retaining their cus-
tomers by developing new, innovative products or by shifting their focus
from products to services, ultimately aiming to gain a strategic competitive
advantage over their competitors. For example, Nike offers a personal
customization service in a wide range of its products in an attempt to beat
off competition and win the digital game. In a world where technology
changes rapidly and new digital platforms and tools keep emerging, digital
entrepreneurs should be aware of their market competition and seek
innovative methods to retain their customers as well as gain new ones [56].

1.7 Case Studies

In this section, we discuss digital start-up success stories that have utilized
digital technologies to accomplish their strategic goals and become strong
and prosperous.

The first case study describes Deliveroo, a technology start-up that man-
ages around 5,000 drivers aiming to deliver food from a wide range of
restaurants to customers in a maximum time of thirty minutes. Having
managed to raise $200 million from investors in its latest funding round in
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2015, Deliveroo is currently available in nearly 200 cities across Europe, Asia
and Australia, and aims to launch in the USA in the near future [57, 58].

Leveraging the smartphone penetration into people’s lives that has
radically increased in recent years [66], Deliveroo offers a customer-
friendly website and application that enable customers to order online
and in real time food from various premium restaurants in the nearby
area; it charges a commission fee to restaurants and customers alike [67,
68]. Providing restaurants with low-cost standard Android tablets and
relying on the drivers’ personal smartphone devices, the majority of them
being iPhones, the premium food delivery start-up offers for a small cost
the exact same menu catalogs online as the restaurants offer on-site. By
leveraging cheap off-the shelf mobile technology, the tech start-up, led by
developer and former chief technology officer (CTO) Greg Orlowski, has
developed three platforms: a restaurant app, a driver app with a highly
complex algorithm and a web app for consumers. Continuously running
simulations, redeveloping its software to incorporate new geographies
and testing its core routing algorithm in order to select the right driver
for each order, the food delivery network understands the delivery process
by breaking it down into several steps from picking up food orders to
interacting with customers, ultimately aiming to reach the quickest deliv-
ery times and the highest customer satisfaction levels [57, 59].

As the mobile tech revolution has significantly decreased the cost of
creating an online business, Deliveroo has managed to create a new market
by addressing existing but latent customer needs. Having excelled at devel-
oping a user-friendly app, providing quick delivery and a simple way of
ordering food, Deliveroo has achieved a very high rate of customer reten-
tion with the average customer coming back in under twenty-one days and
certain customers having spent almost $10,000 on the platform [59].

POINT OF ATTENTION: The invention of new markets has become
possible due to the emergence of digital technologies; there are tremendous
opportunities for digital entrepreneurs quickly to become the leader of a new
market. Smartphone penetration has created new business horizons for
businesses that can execute all or most of their processes online. By lever-
aging the power of existing technologies, these businesses can serve the needs
of consumers in a novel way, thus creating new business models and making
profit in markets that have not been uncovered before.

The second case study delineates the success story of Uber,
a technology start-up that was founded in 2009 by serial entrepreneurs



