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e software aré available online at reposito-

libraries of open-soure
(Murray and Zysman 2011).

ries such as GitHub or Sourcekorge
Together they allow low-cost experimentation in the name of disrup-

tion, seeing what sticks and creates enough market position quickly
to drive capital valuations. Sustainable market positions for these
firms can be a concern for a later day.

The ‘disruption’ meme suggests that a new

ness model 8 being introduced to bypass the old-fashioned existing
businesses. The automobile disrupted the horse-and-carriage busi-
ness; digital search engines and digitisation of content displaced or
altered library operations. In this parrative, disruption 18 positive;
it compels existing businesses to adapt Of yanish. For example,
Amazon dramatically shrank the number of physical bookstores.

Of course, the ultimate question is: why should we care? 1f
consumers gain and the disruptors benefit financially, who should
complain? Certainly, Uber makes finding @ ride in London easier

a. Google changes our
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of improvement

ly to enter & virtuous circle
operating

more searches is like

that is impossible for laggards t0 oyercome. Importantly,

losses with the goal of market dominance may also encourage busi-
| marketplace and social

ness strategies of transgressing establishec
rules, because Jocking in 2 winning position is everything.
of overcoming existing systems via

Financing losses as a way
social disruption and long-term operating losses forms a treacherous

environment for incumbents that are judged by the profits they make.
To illustrate, in its last annual report in 2017, Walmart had $486bn
in sales and operat'mg income of $23bn, while its greatest competi-
tor Amazon in 2016 (last annual report) had $136bn and operating
income of $4. {bn. However, though Amazon has grown signifi-
cantly in the last year it still trails Wwalmart in profits and especially
in income. And yet Amazon had a stock market valuation of $608bn,
while Walmart had half the valuation at $301bn. Effectively, the
stock market valued Amazon twice as highly as Walmart, despite
Walmart having five times as much income. This stock market valu-
ation allows Amazon (0 make far less profit, thereby allowing it to
undercut competitors, which are forced to generate profits to keep
investors satisfied.
The point is not to dismiss the enormous vaiue that digital tech-
nologies and p! ess have created. Rather, it is to

atform-based busin
interrogate the enthusiasm for backing cntreprencuria‘ start upsy
losses or not, and for seeking to tur

point that they become 2 so-called ‘unicorn

recent venture capital round valued the young firm at more
$1bn (see below).

THE DECLINE IN THE COST OF TECHNOLOGlCAL
AND BUSINESS EXPERIMENTATION

t of establishing 2 start up or ExP H
As important as ¥

w the abundance of softwar® (L

Over the past 20 years the €08

menting internally has decreased dramatically.

cost decline, incidentally, is ho

bo-charge their growth 10 the
g — firms whose most
than
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to actually 1aunch(i)11: g?g.or}s speed.s the time from forming th
2015). The reasons for iﬁtal service (Kushida, Murray an%l Ze o
e is the secular decli l.S cost decline are numerous; a t )Illsr'nan
g tendency encapsul rtle 1r.1 the cost of computation — ;1 1 echnical
feupor than justthe dy Ifla:‘;i_ in the sh.orthand of Moore’s la(\);llftand-
eanomics of IT start u 1;5 of semiconductors. It is evident thut o
a start up had to purcE:s e f“ndfimentally N Previoat tlhe
. . aedand bll.lld an entire IT infrastrucltlS ;
Bt T , and ~ as difficult - write original soft ure,
b erchant clond-com Wa.s introducing. However, the em B
. ——— puting offerings allows a new ﬁrmergence
previously was a ca '\t/e;lc-lor’ such as Amazon Web Servic S
B iy can be scalelzili investment is now a variable ceoss.twhat
(Murray and Zysman 20?10r v withoy ang) eaptal - e
reduced by the availabili ). Cost and time to market were fi rrl*:ﬁnt
B om sources Sl )’h of doyvnloadable open-source sofu .
B < the noed fo \I;C. as GitHub. This open-source software
cost, providing opportu .rllte code from scratch, thereby red HIELS
Jock.in (Northbridge andnllses to customise, and avoidin ucing
cost infrastructure and o lackduck 2016). The aVailabilitg :fe ;1d0r
Bteost of esiablishin pen-sour.ce software dramatically ()1/ o
ﬁ’éganges permit the en%rj/l 2: V;,a;i igital business. Thus the t:z;?;z:
| .
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rms. Of course,
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asily ent
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le availab
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) n b at many industri

ons techn:):lc(:1 use of developments in izforrrlll::'rles i

d the internet 2 SCT) ~ such as big data r;onhalnd
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— and the development of new business
¢ that start ups offer the opportunity
resulted in an enormous

is one

new classes of computers)
models have convinced investor

for great potential capital gains. This has
flow of capital into private equity, of which venture capital

type.
Not only is the shee

but there has been & pro
(Arrington 2010). Let us begi
firms. Before the internet bubble
traditional ventare capital firms were

¢ amount of capital available remarkable,

liferation of start-up funding mechanisms
n with conventional venture capital
that began in the mid-1990s,
the predominant funders of

technology start up$ (Kenney 2011). As the elite venture
ame more successful, many of them raised and man-
s with $1bn or more 1 assets. These firms could no
arly-stage firms, where an appropriate investment
ly because of the management time needed to

successful
capital firms bec
aged mega-fund
longer invest ine
is $1mn or less simp

ensure the investments were prudent.
The market gap created by the emergence of mega-funds evoked

institutional responses. First, a group of angels of ‘supcr-angels’
emerged casily able 10 invest up to a few million dollars in a fiom’s
early Stages, particuiarly in Silicon Valley (Manjoo 201 1). Many of
{hese angels were successful entrepreneurs who had already started
a company that generated sufficient capital gains SO that they could
now invest in a new generation of entrepreneurs. gecond, accelerd:

tors — which yet and then accept aspiring entrepreneurs,
provide gmall amounts of capital and ¢o
tranche of equity — emerged. Their goal was 10 assist 1
of the entrepreneurs’ idea to the point that the
form a proto-firm, able to raise money from su per-angcls orv
capitalists (Radnjevich~Kel'lcy and Hoffman 2012).
variety of di gital platforms for crowdfunding have been €5
ranging from Indiegogo and Kickstarter = where funds are
uted to a project, but the funders receive no equity
forms, such as Angelslist — where only certified mmves
Lambert and gchwienbacher 2

return for equity (Belleflamme,
Fourth, a pro‘li‘feration of smaller, seed-stage yentur

four

and then

aching in return for a small®

Third, a Wid&
tablisheds
contrib?
_ (o other plate
Lo1s investif

e capital firm
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has created a functi
G ecoSyStemu:;:l;;)n:rll.seg.mentation of the venture capital ind
funding for entrepregn ) IS'atlons ar.1d networks now exists to rust‘l'}’ .
el dlianges. Clur%al experiments made possible b t}? ovide
With thie reduct,i ofl iuClEg the cost of starting an ICT ﬁi,m i
sl e nunibe? n ft e capital necessary to enter a ma£ket
el eStablishe(()1 cllllannels. for securing seed capital marld
" ents, If these experimé I:tsereefp}; r1ir;creas‘ing the number of éxp:rrf
by rapid adoptio ; nce initial success as signi
extenls . uscpancr; I?(f)trzl;mlcs, 'rneasured by the numberan Stlifr::?ed
pools F capital is lkel tI:Jessarlly by revenue, access to far u o
e e wi|;ner-ta}1,(. e(;ause, as we note, many of theseﬂicaitteli
. lf(:l-a 1 charac‘teristics. It is imperative fof tl':1
B o up competit y as possible to occupy the space bef :
" ——— prOdECt 7olr)s or an .established firm can intro dOre
important s - th.t uring this phase, profitability is notuce
B o esien more c: .iaf)tures the market. At this stage, succ ?S
. — growtf:l : as the start up grows as expér;dit ff’*s
BN e capital neces . Angels and incubators can no longer o
st sooure rjlaryhfor SUCI.I growth, and thus the exgang'ro—
capital firms. uch larger investments from the big pvent:]r;i
The entrepreneurial environment i
a8 venture capitali ent is particularly muni
oo iiltza(l)llsZs };(1)\/165 been raising huge suzns forlfiirfsgzttgday
Bl of $51b,n . and 2016 were the largest since 203(;16'[-
B oci 2017, Effecslsed by 314 funds in the US and Eur :
B hing or invest ively, there is an enormous amount of 5y
o enviiorgem op%ortunities. capr
: ment, firms ar isti .
b .:T(t)gkseszerlng, remaining priv:terefséitllr;)gn n;?kmg, an initial
s gml:fhthe required funding, becaus gh periods 1t 1
: of pools of availabl S has been a
equity firms, some of whi hiicapital srongh the: large
¢ markets. In 2017 th::/ 1c.h such as Blackstone are listed
- (so-called ‘dry’powgélr\’/ate equity capital available for
§ massive inflow into pri\)/af:l ‘;lef_’td el g
uity and venture capital
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funds creates a need for fund managers to find opportunities with
gnificant returns. The returns to investors in earlier

nilar

the promise of si

platform firms tells investors that they can expect to earn SiI
returns in future precisely because platforms have network effects
and can result in winner-take-all markets, with their concomitant
monopoly dynamics. In the next section, W€ explore the prolifera-
tion of privately held start ups whose value is over $1bn - the so-

called unicorns.

THE RISE OF THE UNICORNS

low cost of capital, the technical changes, and
ility of disruption has resulted in a remarkably
s that are not publicly traded, but whose val-
was $1bn or more. Silicon Valley
d such firms after the rare mythi-

venture capitalist Aile
t has now passed into common

reatures ‘unicorns’ — a term tha
013,Lee identified 39 US public and private firms that

between 2003 and 2013 that had achieved $1bn valu-
Remarkably, the number of unicorns grew quickly
017) by combining a number 0
7 unicorns worldwide.

The availability and
the belief in the possib

large number of start up
at the last private funding

uation
en Lee terme

cal ¢
parlance. In 2
were founded
ations in 2013.
(Lee 2013). Verena Schwartz (2
found that in February 2017 there were 20
While the number of unicorns fluctuates, as do valuations,
the sheer number of unlisted firms with su

remarkable.’

The point of this
bubble, but tO examin
investors to fund firms
profits at such high valuations.
the firms will generate sufficient pr
for the lack of profits currently. There are both p

firms without any ot only minimal profits. While Apple, Face
Google and Microsoft have large profit margins, Amazon only b
breaks even. Other important public platform firms —

discussion is not to d
e willingness ©

e a related phenomenon: th
that are either losing mone
The assumption is
ofits in the future to compe

f lists

by 2018
ch a high valuation was

ctermine whether this isa

y or not making
that eventuallys
i.'v':'

ublic and pri-\f:_

pandora, Bit

ENTREPRENEURIAL FINANCE
Apron, Snapchat and others — have n ’
: . ev
S;Sl‘::«)rrf:ll:i 1;:;}; :o Eroﬁtgbility. More s?;n?lf?cdaen;; rﬁii;;nd e
S Ofopr? \,I;ng money. ’ y all of the
. equity availabl oo
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ihis perspective beca y ?nger. The firm Airbnb is interesti . ;Vate
ble in 2016 — 2 lonlglsgelsi :;ai ;'oundectli in 2009 and becom:irgcf);:l
private equity. Given i unprofitability that wa -
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However, in 2017 rat}:ereilllly sult.ed for an initial public offe;ilnty’
af a $31bn Valuati’on h an g.omg public, it raised $1bn ca 'tgi
B vire o smaller coH; .e massive influx of capital allowed Pl .
B (o tho public - ¢ }?etltor. a}nd continue to grow without off lt' ,
B ing about profi g t.radltlonal venture capital exit str. e
The large nurlzlrboe ‘tali‘lhty' e
' _ r of private unicorns is
in rem. :
2038, lngljtr?:ll; rtehSé)e(;:t from the dot.com boom Eflil(;arl: lle9gr;dt e
o lel.ot.com. bubble newly funded firms ru Zeaﬂy
B 0 unicor rf)s c; offen'ng_ I.n the current period novi oo
B ey oo ablc tOrerr.laln pr%vate for a much lo’nger :;n S)re
capital is vitally import raise capital privately. An ability t(? n‘Od
influxes of capital caﬁoc ant[, because a company with continra'lse
B o pofiable, Th .ontmue' to offer its product or service v:/l'nll]g
incumbents already iiSteiis provides a tremendous advantage a ith-
fibns are expected to on markets, firms that under normal gam'St
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rivals, as it can lower prices or even purchase its

undercutting its
nts such as Facebook did with

competitors, as the platform gia
[nstagram, WhatsApp and a host of smaller firms. The structure of

competition is important not only for investors but also for labour.
How firms compete can determine how much of what kind of labour
is needed, who will deploy that labour, and where.

Establishing and contributing to the growth of start ups and inter-
firm experimentation by investors willing to incur long-term
many questions. Rapid growth strategies by
s have, by implication, raised questions for
government regulators in a wide variety of sectors, in practice an
aggressive agsault on regulatory boundaries, even as the labour plat-
forms place significant and often effective Wage pressure on parts
of the workforce. Current strategies seem 10 SU ggest less attention 1s

d ability of workforces or forming

paid to developing the talents an
structures that support workers. The implications are profound.

In the case of Uber, Google Maps, a set of pricing and dispatching
algorithms, and a smartphone app, for example, have transformed citi-
Jen drivers with limited knowledge of a locale into ‘contracted’ trans-
ation providers, creating a compelling service. These new Uber
drivers — freed from the constraints of a taxi being a public convey-
ance — put downward pressure on prices for all. Unfortunately, there
is no single narrative here except for the ineluctable fact that platforms
and intelligent tools are ghifting the grounds on which all economi¢

activities are undertaken. By extension, this suggests the two funda-
mental conditions in a capitalist society — labour and competition:
Beyond knowing that these two conditions and everything built on

them will shift, the implicat ontinue Lo ev
The consequences for labour w
activity and the evolution of the technology, an
applications and market segments, and indeed among firms-
appears common toa ket domination strale

11 is that loss-driven mar
gies that can generate capital gains without attaining
market sustainability app

ear certain to encourage stra
treat labour as a cOMMO

nal
operating 10sses pose
platform economy firt

port

ions are contingent and ¢

dity whose cost is to be minimised

olve.

ill vary dramatically depending O
d this will vary across’

eyen mid-1® m
tegies that Wi
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than as an asset
whose value ¢ :
an contrib
advantage ute to long-term "
ge for the firm and superior social outcorf o competitive
es.
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jving the attention of the
f the entrants is likely to
\e incumbent faces not

n an industry rece

challenge is daunting. Bach ©

different business model. Thus, tt
h one model, but multiple entrants with different mod-

models shows any promise of success, then the venture
de further funding for its growth. Tt is these multiple
Jenges that contribute to making the current environ-
ment so treacherous for incumbents. A further difficulty is that the new

mbent across its entire business, but

entrants may not challenge the incu
rather only certain parlicularly valuable parts of its pusiness model, which
if successful could relegate the incumbent to the commodity portions ol its

7. For the incumbent firm i
new entrants the
have a somewhat
a single entrant wit
els. If any of these
capitalists will provi
experiments and chal

he financing contracts
ent investment 1O such
ot, in fact,

business.

g, Recent research suggests that the clauses in
dramatically lower (he true valuation of the most rec
an cxtent that nearly half of the “unicorns they studied were n
worth $1 billion or more” (Gornall and Strebulaev 2017).

REFERENCES
the War for the Entre-

on, M. (2010), “J(Cs and Super Angels:
15 August, hups:.-’ftechcrunchxom!ZOlOfllBi 15/

ngcl-war-cnlrcprencurf i
ienhacher (2014), ‘Crowdfund-

55 Venturing, 29(5).

Arringl
preneur’, TechCrunch,
venture-capital-super-a

Belleflamme, p.,T. Lambert and A. Schw
ing: Tapping the Right Crowd’, Journal of Busine

585-609.
Brynjolfsson, E. and A. McAfee (2012), Race Against the
the Digital Revolution is Accelerating Innovation, Driving

and Irreversibly Transforming Emplo
ton, MA: Digital Frontier Press.
Brynjolfsson, E. and A. McAfee (
Progress, and Prosperity in a Time of Bri llia
w. W, Norton.
Christensen, C. M. (
nologies Cause Gred

Review Press.
Davis, G. F. and S, Kim (2015),

Review of Sociology, 41 203-21.
Fisenmann, T. R., G. Parker and M, W. Van Alstyne (2006), *Str

Two-sided Markets’, Harvard Business Review, 84(1 0).

Machine: How

2014), The Second Machine
nt Technologies,

2013), The Innovator’s Dil
¢ Firms to Fai 1, Cambridg

‘Financialization of the Feonomy

Productivity,
yment and the Economy, Lexing-

Age: Work;
New Ycrk_.;
emma: When New Tec._ 3
e, MA: Harvard Business

s Annude

ategies 91

ENTREPRENEURIAL FINANCE
6l

Ford, M. (2015), Rise of
) the Robots: T
. less FLZure, New York: Basic Book:ChnOlOgy and the Threat of a Job-
awer, A. and M. A. Cusum )

platform L i ano (2008), ‘How Compani

https.//SIOaneadc?rS, MIT Sloan Management ReviepamfiS e

: review.mit.edu/article/how-co i " Januaty,
leaders/. mpanies-become-platform-
Gornall, W. and 1. Strebul

iy 1 . aev (2017), S i

tions Wit ' 1) quaring Ventu J

Researctll ffl) aRZalll;y, Stanford University Graduate Scrlioglaplfml Vqlua-

et per 17-29, https://papers.ssrn.com/sol3/, of Business

id=2955455. ol3/papers.cfm?abstract
Janeway, W. H. (2012), Doin ] )
1<), g Capitalism i )

Markets, Speculation and the State, Camb;?d th(-: e Ec?nOmy "

Press. ge: Cambridge University
Johnson, R. W. (1980), The P

. J assage of the Invest i

1.978. a Case Stu.dy of Business Influencing Pu b;‘ m}f"t. Incentwe. Act of

tion, Harvard University. ¢ Policy, PhD disserta-
Kenney, M. (2011), ‘How Vi

: ) enture Capital Became

g()s(é\l-a;lgnal System of Innovation’, Industrial andaCC QHEOSIE ot Ehe

KUShid). 1(7};—712?\,/I hitps://doi.org/10.1093/icc/dr061 K
a, K.E., J. Murray and J. Z )

: A ] . Zysman (2015), ‘Cl :

?garcfty to Abundance’, Journal of Industry, C G EOMPtHES Kigh
3 (1): 5-19. , Competition and Trade
Lazonick, W. (2010), ‘Innovati ’

N ), ative Busin i

.gap?tahsm. Sl e (e:f)s lg/loc'iels’ and .Varletles of
e 84(4): 675702, paration;, Bisiess Histon
Lee, A. (2013), *

Ii’O’n-D(El]ar S);art\zl\;csl’cor;:c htocthe I}{nicorn Club: Learning from Bil
Y-, > runch, 2 3
. %722201132121/02/welcome-to-the-unicornfﬁlﬁmber, htpsfftecherunch

. F. (2011), ‘How S,
) ow “Super Angel” Investors Are Reinventing the

ough, B. (2015), ‘O
e , ‘On the 20th Anni
unding’, Wit ] niversary — the Histor ’
; ”‘-Conlfz(}ﬁtslj_;if,ory Podcast, 1 March, http://www.iﬁ;frrlYe?llll'oo i
e, 3/on-the-20th-anniversary-the-history-of: hIStO_
2 -of-yahoos-
i and J. Zysman
_ 2011, C .
bally Inte ( , Cloud Computing: Poli
grated Innovation, Production and Mclzcr}l)cef};"lz”;‘nges
atform,

Roundtabl
soundtable on the Internati
Borca, Berkeloy, ernational Economy, Berkeley: Univer-



N ZYSMAN

62 MARTIN KENNEY AND JOH
en Source Sur-

“The Future of Op
net/

hltps:ﬁwww.s]idesharﬁ.
urvey-results/.
inancial Capital, Chel-

Blackduck (2016),
slideshare prcseutal.inn,

¢/2016-future-0 f-ppen-source-s
Revolutions and F

Northbridge and
vey Results’,
blackducksoftwar

Perez, C. (2003), Technological
{enham: Edward Elgar.

Pitchbook (2017), 2017 PE & VC F
k.com/news/reporis

eattle: Pitchbook,

undraising Report, S
ve-fundraising-

Jdownload/2017-pe-

https://pitchboo
rcporl‘?kcy:uOC] kjmyXX.
Radojcvich-KeHcy‘ N.and D. L. Hoffman (2012), “Analysis of Accelerator
ase Study of their Programs. Processes, and

): 54-70.
Unicorns in Light
to a New Matrix,

Companies: an Exploratory €
Farly Results’, Small Business
gchwartz, V. (2017), Determining
of Different Profiles of “Money Burnt”
Master’s thesis, geuola Superiore Sant’ Anna.
Soskice, D. and p. A, Hall (2001), Varieties of Capitalis
Foundations of Comparative Advantage, Oxford:

Press.

Zysman, J. ¢!
and the Po

Institute Journal, 82
Characteristics of
« Introduction

m: the Institutional
Oxford University

ncial Systems

g, and Growth: Fina
ersity Press.

983), Governments, Market
litics of Industrial Change, 1thaca: Cornell Univ

GENDER EQUAL
ITY PROSP
AND THE FOURTH INDUSTERCI:-A'—E
REVOLUTION

Debra Howcroft and Jill Rubery

The prospects for gender e i
| qual'lty arising from the fourth i i
. thge;(\i,i(s)ilz) Icl:u;rent dlffc.erences in the positiortlhollz1 i)lvuoS -
B e e v 10 bo'th paid and unpaid work. Women imen
“the amount of unpaid c(;rV o unPE_lid oo thor:lall:
B noconding o fam-f Wf)l’k varies between countries ar;d socfg 1
e ily size, spmal norms and the availabilit laf
3 il fron; thel(fl-)ei)hnc.)mlc di'fferences mean that the imi/nz
g :1 : industrial revolution on employmen;
B cattomms of thzs 0 fave gen'der-speciﬁc impacts. To trac
B ol oo i effects, this chapter begins by outlinine
Biticunt chonee in, : ::;1((1) )(/)rr:l ;h:, assumption that there will bi:g
g Ut equality nt regulation, social protecti
9 o revomtizn r}::rslg;]ments. We also recognise that It)het:g:;r(iﬁ
B o e potential to facilitate social change:
o Womenl;l: Z number of recommendations. =
Fo\olution. prese a un.equal lives, debates on the fourth
both the stry oo It 8 timely .apportinity o pr
e Structures of employment and the f  SEwedk
\ main focus of thi er i F:forms o Mok
1s chapter is to identify positive
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