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Abstract— Crossing the valley of death between initial
funding and commercialization is a major challenge for most
start-ups. This paper studies the possibility to use secondary
markets in order to maintain financial stability and
independence. However, adding secondary market segments
requires managing ambidexterity within the start-up, its
network and its environment. These market segments are
theoretically conceptualized as segments for exploitation and
exploration, and criteria are developed accordingly. We use
interventionist research for studying the challenges that a
research-based start-up faces when they try to manage this
ambidexterity in their commercialization process. The results
indicate that exploitation strategy can be beneficial for crossing
the valley of death but implementing it includes uncertainties.
Even though exploitative market segments can be found,
starting a business requires the right circumstances and
capabilities, such as technological compatibility and supporting
regulatory conditions. The case study highlights the importance
of managing asymmetric interests in ambidextrous
partnerships.
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I. INTRODUCTION

The creation of new businesses, i.e. start-ups, is crucial to
the economy [1]. Start-ups facilitate innovation spreading,
raise employment rates and contribute numerous other
positive externalities [1]. However, as frequently pointed out,
start-up failure is at a high rate [2]–[4]. 75 percent of
technology start-ups fail within two years after creation [2].
Nine out of ten start-ups do not attract investors and
subsequently go bankrupt [5]. These defeats are less a
consequence of intense competition, but rather self-
destruction [2]. Start-ups often find it difficult to find the
correct target segment and communicate the resonating value
proposition to it. A multi-national research studying
incubators found that start-up entrepreneurs are often
technologically advanced but the business capabilities are
often lacking [6].  In other words, these start-ups fail to sustain
themselves long enough to reach the market. The period where
the start-up is racing against time is known as the valley of
death [1]. The valley of death is the gap between resources
poured into research and resources coming from successful
commercialization. In the valley of death, start-up suffers a
negative cash flow.

Therefore, it is pivotal that the start-up considers its
priority of segments when it is in the valley of death. While
the start-up builds its capabilities for the primary revenue
model, it can tackle the negative cash flow in several ways.
One approach would be through revenue generated by
secondary exploitative segments. These markets are

especially interesting in the case of research-based start-ups,
which are often in early-stage and based on high-tech
solutions in fields like biotechnology and life sciences [7]. The
early stage technologies are also called as embryonic
technologies [8]. In such scenarios, licensing the technology
to incumbent companies is often not easy due to the high level
of tacit knowledge [9].

Even though the market prospects can have high potential
in such areas, the road to the market takes time and start-ups
often face organizational inertia [10] and enter long regulatory
processes [11]. The small size of the start-up makes it
challenging for them to concentrate on two different strategies
[11]. Even though these challenges exist, building a start-up is
the most probable commercialization strategy when the
technology is radical and involves major technical advances
[12].

Start-up’s dual strategy of adding secondary exploitative
market segments requires management of ambidexterity with
scarce resources. This paper’s objective is to develop
understanding of the challenges that start-ups face. The paper
uses commercialization strategies of exploration and
exploitation to form criteria for primary and secondary market
segments. Characteristics of the primary segment correspond
to the exploration strategy and secondary market segment to
the exploitation strategy. This paper’s research question is:
“What challenges research-based start-up faces in
commercializing for exploitative markets?” The case we are
studying is a university project company, which is
commercializing its biometric algorithm.

The paper continues as follows: firstly, theoretical
constructs and literature on start-ups and ambidexterity are
presented and built into a theoretical framework. Secondly, we
present the methodology used in the study, and thirdly, we
introduce the case and the findings. Finally, we discuss how
the findings relate to the theory and what implications they
have theoretically and managerially.

II. EXISTING THEORIES & PREVIOUS WORK

A. Start-ups and Valley of Death
A start-up is defined as “a human institution designed to

create new products and services under conditions of extreme
uncertainty” [13]. A start-up is also generalized as the initial
phase of a business [1]. Some of the most important reasons
why start-ups are founded are innovation and vision [14]. In
other words, founders start a new business mainly because
they have a determination to pursue goals and introduce
original ideas about products or processes [14]. Start-ups, and
especially research-based ones, lack market orientation and
ability to transfer their inventions to ready products and



services [15]. These steps of technology commercialization
refer to the design, manufacturing and marketing of products
using a developed technology or the transfer of technology
[16]. The possible business activities for research-based start-
ups are technical consultancy, software, product, and creating
infrastructure [17].

The significant financial restraint inherent to a new
business forces the start-ups to develop their own systematic
method of growth. This is known as the lean start-up
methodology [3][6]. The methodology is created by Ries as an
attempt to reduce the waste often detected in product and
business development processes in start-ups. It comprises
three main steps which are illustrated in Figure 1.

Figure 1. The lean start-up methods [13].

Figure 1 shows the entrepreneur puts down all the key
elements of the idea to make all the assumptions. This is often
done on the business model canvas [18]. Then comes a
process of testing these assumptions [13]. The outcome is the
creation of a minimum viable product (MVP). An MVP is a
product version that uses minimal time and resources but still
is sufficient to validate the assumptions. After this version is
tested and the result is evaluated, new assumptions are made.
This process iterates until the product reaches market fit, the
point where an adequate number of customers are willing to
pay for its value [19].

One of the central philosophies in the lean start-up
methodology is fail fast mindset [13]. A start-up frequently
faces uncertainty when developing its novel products and
services, because of the lack of existing data to analyze.
Therefore, failure is inevitable. However, when one fails, one
learns. The iterative process is built so that bad projects fail
early and inexpensively. Considering the capital limitation of
a start-up, the idea of accumulating knowledge as cheaply as
possible is certainly reasonable.

The higher growth a start-up achieves, the more beneficial
it becomes. However, start-ups face numerous challenges
throughout its journey, especially in the beginning. The
market creates fierce time pressure and competition is intense
[20]. Furthermore, start-ups have to overcome the uncertainty
and risk from the new market entry, especially in a new
industry [21]. This requires a significant amount of investment
to produce a viable product in the market. This puts the start-
up in a financial situation known as the valley of death. This
concept is visualized in Figure 2.

Figure 2. The valley of death in start-ups [1].

The valley of death is a period of negative cash flow that
a start-up needs to address early on in its life cycle [1]. The
valley of death is also described as the gap between resources
poured into research and resources coming from successful
commercialization [22]. Venture capitalists identify this phase
as the period of time between the start-up receiving its initial
capital contribution and generating the first revenues. In
Figure 2, the two dimensions are the cash flow and the level
of development in the start-up’s capabilities. Usually, some
degree of cash is available to initiate the development process,
but it quickly drops as R&D continues and marketing efforts
for commercialization appear. On the other side of the valley,
resources replenish thanks to the entry into the
commercialization.

B. Exploration and  exploitation creating ambidexterity
When planning a long-term business plan for the

technology, the start-up explores potential market segments
that have high growth potential. Doing this research on the
technology and these long-term markets can be seen as
exploration, whereas shorter-term and market-based activities
like delivery processes can be seen as exploitation [18][19].
Balancing between exploration and exploitation is regarded as
one of the main decisions that companies make for sustaining
their long-term survival. The ability to steer simultaneously
between these activities is called organizational
ambidexterity.

The topic has been analyzed in many streams of literature
[25], yet the discussion originates in March’s work on
organizational learning. By exploration, he referred to search,
risk-taking, experimentation, play, flexibility, discovery and
innovation. In contrast, exploitation includes attributes such as
efficiency, refinement and execution [26].  Companies
concentrating on exploitation produce incremental
innovations, whereas exploration-based companies produce
more radical innovations [27]. Importantly, exploration and
exploitation are interconnected and happen either sequentially
or simultaneously in different structures or by individuals in
their contexts [9], [28]. Exploitation may be developed from
the basis built on exploration activities and exploration is
shifted from exploitation situations [11]. However,
organizational ambidexterity is not only intra-organizational
but happens also between organizations and in their
environment [29]. Figure 3 illustrates the three levels of
ambidexterity with respect to the organization.



Figure 3. Organizational ambidexterity

Most exploration versus exploitation research handles
ambidexterity internal to the organization. In these studies,
organizational structure, top management team and behavioral
elements have been discussed [29]. Organizations often
require dual structures where the other part has organic
structure and concentrates on creativity and innovation, while
the other part is more mechanistic and concentrates on more
disciplined actions. It has also been seen that this kind of a
distinction to different roles creates a risk that the departments
become too isolated with each other. Indeed, integrating their
functions is a key success factor [30]. When the organization
tries to adapt to changes at the same time it tries to be efficient
and align its processes, the personnel’s’ behavioral context
should encourage both of them. March handled this distinction
from organizational learning perspective and emphasized the
importance of mutual learning inside the organization about
the change. This requires moderating variability of people’s
individual beliefs, but it is also a key for the long-term success
of the organization. [26]

Research on ambidexterity on the level of inter-
organizational networks tries to find out where in the network
ambidexterity is most typical and how it occurs [29]. This
level is particularly important for start-ups due to their lack of
resources and their need to share risks [24]. An interesting
question is whether it is possible to divide roles in the network
so that one company concentrates on exploitation and the
other on exploration [31]. In Tiwana’s study, alliance
ambidexterity was improved by strong ties and knowledge
integration, but also weaker ties contributed to the forming of
ambidexterity by giving new perspectives and capabilities
[32]. Generally, companies that are in central positions in the
industry networks are part of both explorative and exploitative
strategies. They get influences from many directions and are
also less dependent on one partner. However, different types
of interfirm ties bring also challenges of ambidexterity and in
some cases, the central actors have difficulties of making clear
strategies [29].

Ambidexterity is also related to company’s environment’s
uncertainty, which can be divided into environment’s
dynamism and complexity. The level of dynamism of the

environment refers to the pace of change in customer demand,
competitors, technology and regulation. The complexity of the
environment refers to the dissimilarity of environmental
elements and how interconnected they are. [29] Escaping
price and promotion wars in of an intense competition requires
risk-taking and proactivity. Less intense competition enables
operating with existing systems [33].

In a fragmented field, many different actors need to be
taken into account for gaining legitimacy for the business [34].
The environmental complexity can also be seen as
institutional complexity, which is typical for emerging
technologies that have not yet found their definitive market.
However, embracing multiple institutional logics, let it be
market, state, family, community or professional [35], can
increase the innovation’s legitimacy and help in getting
resources from various stakeholders [36]. As the start-up’s
innovation develops and diffuses, the interaction with the
environmental level becomes bidirectional and the
surrounding regime begins to complement the innovation
[24].

C. Managing ambidexterity in research-based start-ups
 Managing ambidexterity in start-ups can be seen as
distinction between two strategies: ambidextrous market
growth strategy or product improvement strategy. In the first
one, the start-up exploits the existing technology in new
market domains, whereas in the latter one, the start-up
explores and improves the technology in existing markets.
However, the market exploration strategy seems to work
better than the technology exploration strategy [37]. This is
highlighted in research-based start-ups, whose technology is
often generic in nature and not yet market ready [38].
Furthermore, high-tech nature increasing inertia in its
customers’ adoption means that ambidextrous market growth
strategy is a more probable solution.

 In this paper, we go deeper into the case where the initial
long-term business model aiming at explorative markets is
accompanied by an additional business model, which focuses
on exploitative markets. By analyzing the determinants of the
explorative customer segment and what challenges they
oppose, it is possible to develop criteria for a suitable
exploitative market. This paper proposes an approach for
crossing the valley of death through exploitative segments.
The idea is presented in Figure 4.

Figure 4. Crossing the valley of death with secondary
exploitative segments



The ambidextrous strategy targets at exploitative segments
that could offer the opportunity to monetize the start-up’s
capabilities earlier but also develop and understand their
competences and knowledge on the way towards new markets
[39]. This would help the start-up sustains itself longer until
the explorative segments bear fruits. Doing so requires
managing the ambidexterity on three levels, environmental,
interfirm and organizational. Additionally, the lean start-up
methodology with its iterative process plays an active role in
the background of this approach.

The environmental-level issues in exploratory markets are
related to innovation’s long road to the market and uncertainty
on its applicability in a dynamic context. First, research-based
start-ups typically aim at high-end technology utilization,
which includes long-duration regulatory procedures and high-
quality standards. Shifting to exploitative markets would
mean less stringent regulation. Second, being a new entrant
forces the start-up to overcome market uncertainty. In most
start-ups, commercialization requires complementary assets
like distribution channels and complementary technologies. If
these assets are controlled by incumbents, the
commercialization of the technology is harder for the start-up
[15]. Start-ups typically lack resources, which means that they
can enter the markets only by making alliances with other
actors. Aligning the resources according to the partnership’s
capabilities is the key. Yet, the partnerships should not spill-
over all knowledge to the partners since this might kill start-
up's competitive advantage in the future.

On an interfirm basis, start-ups need to consider its
network configuration and the technological compatibility
with the stakeholders in the respective markets. Comas
hypothesizes that network density impacts an SME’s
ambidexterity [40]. When the case companies’ network
configuration is fragmented with clusters of connected people
and low embedding, exploratory learning is more enabled
[40]. Fragmentation happens when the dominant design has
not yet emerged, however, the importance of technological
compatibility depends on the customer [41]. Exploitative
activities will emerge, given a denser, more cohesive,
centralized and embedded network [40]. Efficiency-oriented
organizations create routines and decrease variability in their
activities, which creates inertia for adapting to changes to the
technological trajectory they have taken [42]. Therefore, when
entering an exploitative market, the start-up is advised to
familiarize itself with the network in the market and how
compatible it is with the current technologies. Shifting the
mindset to more preventive focus which is correlated to
exploitation.

On the organizational level, Bryant found evidence that a
start-up’s ambidexterity is stronger when the entrepreneur has
a stronger regulatory focus [43]. The regulatory focus theory
proposed by Higgins, measures whether an individual’s
primary motivation is promotional (to advance and create,
aligning with the ideal future self) or preventative (to protect
and avoid, aligning with the ought present self) [44].
Ambidextrous thought and behavior shine brightest when the
entrepreneur has strong promotion focus as well as prevention
focus [43]. In the context of the organization, exploitative
tendency is connected to the entrepreneur’s preventive focus,
while explorative is linked to promotion focus. Additionally,
the ambidextrous mindset should be embraced not only by the
leaders but also by the rest of the organization. Ambidexterity
can also be aligned and adapted across the entire business unit

[45]. It is further strengthened with a culture discipline,
support, and trust. When a start-up is suffering from a negative
cashflow in the valley of death, it is crucial to adopt a
preventive focus. Similar to exploration, exploitation
opportunities are not immediately evident. The start-up needs
to shift the mindset to a more preventive focus, extend and
strengthen its network to start exploiting.

The lean start-up mindset is the backdrop of the
framework. As the start-up investigates different secondary
segments to exploit, assumptions are made about numerous
elements, such as the market segment's compatibility, network
configuration and technology fit. For example, the start-up
makes an informed decision to research a particular segment
that it deems exploitative. Management of ambidexterity in
the market exploration strategy means shifting its mindset
from technology exploration to market development and
therefore, the environment should be supportive for
exploitation. It proceeds to validate the assumption with the
stakeholders in the segment’s network. Managing
ambidexterity means especially evaluating partners’
technological and strategic compatibility, especially
concerning exploitative markets. If the assumption holds, a
minimum-viable product is built for evaluation. The process
reiterates until the start-up enjoys positive cash flow from the
segment. This lean methodology helps the start-up minimize
over-investing into an activity without the certainty of
profitability.

III. METHODS

This study is based on an interventionist action research
project [46]–[48] focusing on the commercialization of a
research-based health tech invention. The invention under
examination is a new algorithm for calculating
the QT information from ECG data, developed by a research
group consisting of physicists and mathematicians. The
research group has received government funding for building
a business plan for monetizing the invention, though the group
lacks the competencies needed for building a solid business
case. To complement the team, technology management and
management accounting researchers have been invited to join,
providing a ringside seat to study the construction of value
proposition for and commercialization of this research-based
invention.

In interventionist research, the researcher becomes an
active, intervening participant in the process under
investigation [48]. The active role in the field not only justifies
the researcher’s presence in the real-life flow of events but –
and even more importantly – enables deep access to
interesting events taking place in the field. In many cases, the
deep involvement in the field enables the researcher to gain
the role as ‘one of us’ in the case organization, helping bring
on the surface issues not discussed with outsiders [47]. The
deep involvement in the field also facilitates ‘sense making’
regarding the context at hand, helping build theory
contributions with pragmatic and even societal implications
[46].

In this study, the intervening researchers have
complemented the team with business mindset and previous
expertise regarding the commercialization of research-based
inventions, something considered very valuable by the
research group members. The intervening researchers have
facilitated the construction of the business plan by (1)



analyzing the market mainly through online research and (2)
engaging in active dialogue with the research group members
to ‘squeeze out’ information relevant for the business plan.
The key research interventions are shown in Table 1.

Activities Units

Participation in the steering group meetings of the government-
funded project

2

Informal meetings with the research group members 10

Emails from/to the research group members 220

Number of potential partners discovered and analyzed (online
research)

29

Email cold calls 60

Potential partners responding positively to the cold calls 12

Emails with the potential partners 123

Conference calls with potential partners 4

Table 1. Key research interventions

The actions taken regarding the interventions mentioned
above have been documented in a field diary. Following the
basic idea of interventionist research, the theorizing process
has then been supported with a larger team of management
researchers [49]; co-authors have brought on the table new
theoretical competencies and have been able to point out
discoveries not necessarily visible to the researchers engaged
in the fieldwork. The research group leader responsible for the
commercialization project has commented the paper.

IV. CASE STUDY

A. Case Context
This case focuses on a health tech invention developed in

a computational physics research group. In a nutshell, the
invention utilizes electrocardiogram (ECG) data to perform a
computational correction for the so-called QT interval. The
ECG represents heart’s electrical activity, and there are
several sub-intervals inside an ECG, one of which is the QT
interval (see Figure 3). The QT interval is an important clinical
measure: it is altered under severe cardiac conditions, and
abnormal QT times may indicate sudden cardiac death.
Moreover, QT intervals are used in drug testing as relevant
markers for side effects, for example.

Figure 3. Structure of the electrocardiogram (ECG), in which the
QT interval is highlighted

The problem in measuring the QT intervals is the fact that
they depend on the RR-intervals, i.e., the heartbeat (pulse).
Therefore, the measurement needs to be done at rest, but even
then stress, anxiety or/and different clinical and medical
conditions may cause significant alternations in the heartbeat.

Hence, algorithms to correct the QT intervals have been
developed and they are routinely used in clinical practice.
However, the present methods are approximative models that
cannot completely remove the dependency on the RR intervals
[50]–[52]. In contrast, the present patent-pending invention
performs the QT correction precisely and without any
approximations. Therefore, it can be reliably used in any
conditions. The new method not only has wide applicability,
but it should become the new standard in the field. As pointed
out by the research group leader:

“I am very excited. This algorithm we have developed
really has the potential to make the world a better place.”

The research group has worked together with government-
based research funding organizations and has acquired project
funding for feasibility studies and a business plan for
commercialization. Typical of such government-funded
projects, a steering group has been appointed bringing
together public-sector commercialization experts and business
people experienced in health tech. The research group
members have also joined other communities supporting
technology-intensive startups, bringing valuable new
competencies to the group.

Since the discovery of the new algorithm, the research
group has planned to license the technology to the large health
tech multinationals manufacturing ECG measurement
equipment. The algorithm could be licensed to these
manufacturers or then there could be a cloud-based SaaS
solution taking care of the analytics needed, possibly enabling
better value capture. Collaboration with the large health tech
multinationals would enable access to global markets.
Another option would also be to sell the analytics as a SaaS
service directly to the general physicians or hospitals. This,
however, would require significant marketing investments
and, therefore, the large health tech multinationals had been
selected as a target market.

B. Exploitative markets to finance organic growth
When the management researchers became involved with

the case, the research collaboration first had to be agreed on
with the commercialization project steering group. One of the
management researchers presented the idea, and the most
resonating areas were found in the market research supporting
the go-to-market decision and analysis of the potential
customer value.

However, the discussion on the market research took an
interesting turn. The industry specialists pointed out that
closing a deal with a global health tech company is a lengthy
process and ridden with uncertainty. First, the corporate
inertia in such companies is tremendous. Second, for the
algorithm to be embedded in the ECG-measurement devices,
clinical tests and approvals would be needed, taking time and
money. In some initial discussions, the representatives of
those multinationals manufacturing ECG measurement
equipment had shown interest yet had not offered anything
concrete to help in the approval process, meaning that the
process would have to be financed by the to-be a startup. To
accomplish that, the to-be co-founders might have to sell the
technology prematurely, something they would not prefer.

The discussion, then, evolved to possible applications
enabling easier access to the market. One area identified was
wearables providing biometric data for non-medical use,
referring to all sorts of devices used by sports enthusiasts and



biohackers. Though there was some debate whether or not
such a secondary market would be worth the effort, it was
considered an interesting value-adding element, especially
when done as a research intervention. As one of the steering
group members pointed out nicely:

“It would indeed be nice to see if we could identify some
recreational use for this algorithm to provide funding for the
approvals needed for the medical applications.”

In addition to the potential revenue for financing the
clinical tests and approvals, such a study would also provide a
nice overview of the ECG-related tech market, something the
to-be co-founders might find useful if they ever approached
some investors. Thus, it was agreed that the assignment for the
intervening researchers was to (1) scout the market and build
a thorough analysis of the actors in the ECG technology
market and identify possible interesting new applications
outside the mature ECG-measurement device industry as well
as (2) develop value propositions for the potential segments.

C. Value Proposition and a Potential New Segment
With regards to the value proposition for the ECG

measurement equipment providers, the new algorithm was
seen to save time of cardiologists. The existing algorithms
typically offer a substantial percentage of ‘false positives’
that, however, can be ruled out by an experienced cardiologist.
Thus, a quantifiable value proposition was built on the
estimated data on number of ECGs done in a hospital,
percentage of false positives and the time/cost of the
cardiologists consulting the ECG data to rule out these false
positives. This value proposition could, then, be something the
ECG measurement device manufacturers could share with
their customers when selling the new feature built-in in their
equipment – and a negotiation tool for the to-be startup.
Though based on estimates, the process was eye-opening to a
team of physicists and mathematicians.

Unfortunately, for the general physicians or hospitals to
save on the cardiologist consultations, they would first have to
either renew or at least update their ECG equipment. Thus,
even though the cost savings could be substantial, the financial
benefits would not come for free and it was no longer evident
whether the financial benefits would justify the investments in
the renewal or update of the ECG device fleet.

The wearables segment was analyzed together with the
research group members, too. Though many interesting
companies were identified, they simply did not seem to offer
any potential for the case organization. In most cases, the data
the wearable devices were providing was not good enough for
the QT measurement and, therefore, there was no need for the
corrected QT to be calculated either. Thus, this ‘recreational
segment’ was not going to help in financing the development
work needed to penetrate the target market.

However, scouting the ECG technology market resulted in
an interesting flow of events. There were a substantial number
of software startups working on ECG data yet none of the
companies identified and contacted seemed to provide a good
fit; the companies focused on slightly different issues around
the ECG data analysis and, therefore, an improved method for
the QT correction was not needed. Many of those companies,
nevertheless, wanted to collaborate in the future. Interestingly,
one manager in the ECG-related software startup pointed out
that pharmaceutical companies are known to struggle with the
QT.

The QT interval is critical for evaluation of novel drugs
under development. When the QT analysis gives positive, the
tested drug will be disqualified, and the development process
stopped. The pharmaceutical industry is very capital intensive
and substantial amount of capital is needed until a drug has
reach the clinical tests, including also the analysis of the QT
interval and cancelling a drug at this point results in a
significant loss. Unfortunately, in many cases the analysis of
the QT interval gives false positives, so preventing the
disqualification of a new drug because of the false positive,
therefore, provides a very interesting value proposition for the
new algorithm developed.

In other segments, the case organization’s algorithm
would have to go through rigorous clinical validations. This
process alone could be cumbersome and resource consuming.
However, according to the cardiologist in the case
organization’s steering group, pharma companies run many
pre-clinical studies and this technology might be useful for
them even without the FDA approval:

“If there is a technology that they find useful, they will use
them in their own pre-clinical studies […] Pharma companies
use internally far more advanced methods to kill a new drug
as early as possible before too much money has been spent”.

The massive value potential in the case organization’s
offering is a powerful tool to fight against the corporate inertia
that exists in the pharmaceutical companies. In addition,
thanks to the massive value potential such an algorithm would
offer them, pharmaceutical companies might be willing to
support the case organization with the clinical trials and
validations to reach their desired goals. The big pharma might
not even have the interest to purchase the to-be startup like the
ECG equipment providers prematurely; to maintain neutrality
in the drug validations, an independent company developing a
solution benefitting their business might actually be in their
interest, hence providing a very interesting business
opportunity for the inventors. Nevertheless, to make the world
a better place, the inventors would like to see the QT
correction algorithm as an industry standard in ECG devices.

V. DISCUSSION

The journey of finding exploitative markets have shown to
be challenging but also rewarding. Moving from exploration
strategies towards exploitation requires big shifts in
organization’s mindset, network and environment. This shift
is typically done sequentially and managing ambidexterity is
a true challenge for a start-up functioning with little resources.

From the potential exploitative customer segments,
wearables have existing diffusion channels and large customer
base and the regulation is less stringent. However,
technological compatibility is low due to the mismatch of
desired functionalities. The software companies acting in the
healthcare sector have similar business models around the
same technology but were not ready for commercial
partnership in exploitative orientation. Being at an early stage,
they undergo similar challenges posed by the valley of death.
The pharmaceutical industry is a very promising segment;
however, it requires longer development processes for similar
reasons as the medical equipment segment.

The market development process in the case study
demonstrated the iterative nature of the lean start-up methods.
The intervening researcher conducted a market research with
the assumption that companies also working on ECG data



would be prospective buyers. The researcher then reached out
to these companies to validate the hypothesis. After evaluating
the result, the informed researcher advanced into the
pharmaceutical industry. This assume-test-evaluate cycle was
also performed with the other segments like wearable and
hospitals. Through each iteration, the researcher and the
organization enhance their knowledge of the market. This
demonstrate the impact of the lean start-up methodology on
learning.

In short, the potential alliances faced issues for various
reasons that could not always be seen beforehand. The desired
environment for exploitative markets is one with relatively
low regulation and low barriers of the entrance. However,
such environments are often complex and dynamic, which
requires an added level of ambidexterity also for companies
working only within that environment [29]. Due to rapid
development and the start-up’s limited ability to steer its
capabilities, being at the right place at the right time is required
for entering such markets.

Finding the right place requires analyzing market
development and how the network is forming. A start-up
working with scarce resources is rarely the central actor in a
network. Rather it is part of a network, which tries to balance
exploitation and exploration in its context. In our case, the
start-up found potential networks where it could provide new
capabilities but entering the exploitation-oriented networks
shown to be challenging for their inertia and regulation. On
the contrary, the network of software companies in the
healthcare business is more fragmented and easier to enter, but
it was mainly exploration-oriented. In other words, the plan
for a ‘secondary segment’ turned out to be the primary
segment in both for either tough regulation or partner’s lack
of resources. Although it must be said that exploration-
networks are also dense, but their reason for that is innovation
rather than execution [53]. Moving from exploration and risk-
taking to contract-based implementation where processes and
responsibilities are clearly defined means a whole other mode
of cooperation.

A straightforward solution for the challenge of finding
suitable alliances would be that the partner whom with the
start-up engages in exploration, would have also already
existing businesses where it could use the same technology.
This is also an escape of binary way of seeing exploration and
exploitation as separate modes between companies [54].
Finding synergies between partners would lead to more
integrated collaboration, in which exploration and
exploitation happen in the same partnership at the same time.
In fact, as managing ambidexterity is more natural for a large
company [11], this mode of collaboration also balances the
different interfirm interests that potentially lead to
ambidexterity in the first place.

Explorations within stakeholders lead to better value
proposition articulations and business potential identification.
But the ambidexterity is inherently asymmetric between
parties, what is exploration for the start-up may be
exploitation to the partners and vice versa. This aspect of
asymmetry of interests and motivations present a fruitful
avenue for future research.

VI. CONCLUSIONS

The concept of ambidexterity has gained a lot of attention
in management literature, but the context of start-ups is less
researched. This study shows the challenges that research-

based start-ups face in their commercialization for exploitative
markets. The empirical case showed that even though
potential customers and partners can be found, the shift to
exploitation is not easy. The network density of exploitive
markets makes them hard to enter without long-term
development work. In practice, this means working on
compatibility with existing technology and regulation.

The managerial contribution of this study comes from the
development of the framework on crossing the valley of death
with exploitative markets. Recognizing this pathway can open
fruitful discussions that lead to research of new markets or
new opportunities with existing partners. Even though the
pathway is challenging for the start-up, it can yield also
indirect benefits by finding new explorative markets. The
theoretical contributions come from developing the multi-
level ambidexterity concepts from the research-based start-up
commercialization point of view.

Aside from the already defined segment, the explorative
process initiated the detection of additional possible segments.
And in addition, exploration also leads to identification of
various interests and motives for possible partners to engage
in collaboration. As this is the case, the above-mentioned
asymmetry of ambidexterity between parties calls for
additional research.

The findings of this study should be reflected as being
from one industry only and only one case. In addition, this
case is still is in its very early development phase where it is
merely a university project, that is being commercialized but
not yet formed as an official start-up. The generalizability of
the findings could be researched by interviewing start-ups in
different fields who have done shifts to exploitation during the
early stages of their primary technology development.
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