Comparative International Entrepreneurship:

The Software Industry in the Indian Sub-Continent

Abstract

In this preliminary study we seek to explore theioro of comparative international
entrepreneurship (IE), using the software sectdndia and Pakistan as an illustration.
Based on in-depth interviews in Bangalore and Leahexemplar case studies from both
sub-national regions are presented, which highlitlet relative significance of local
milieu and ethnic ties in international entreprasaip. The global nature of the software
industry and the central role of the innovative ieuil in the USA have important
implications for the comparative IE literature. Skeaefer particularly to the coordination
and integration of the entrepreneurial processexpbrtunity discovery, evaluation and

exploitation across frontiers.

Introduction

Although large multinational enterprises are oftlemed to be the major actors in the
globalized economy, there is recognition that emw#eeurial younger firms play a
significant role, particularly in global industrissich as information technology (Young,
Dimitratos and Dana, 2003). Indeed, following Owiand McDougall's (1994)
conceptualization of international new ventures\sitderable research interest in the field

of international entrepreneurship has been geree(@watt and McDougall, 2005).



Consistent with the views of Buckley and Ghauri 020 on international business
research in general, Zahra (2005) has pointedtaita deficiency in the international
entrepreneurship literature is the neglect of tileiences of the institutional environment

and economic geography.

A helpful framework through which to address theficiency has been developed by
Baker, Gedajlovic and Lubatkin (2005) who addresge topic of comparative
international entrepreneurship (IE). Bakeal. (2005) argue that the comparative social
and institutional context in which new ventures dexeloped profoundly influence the
manner in which they discover, evaluate and explent opportunities. In particular, they
identify the role of sub-national local contexttbe venture as being vitally important.
They distinguish among three types of local conteggional agglomerations (mostly
associated with advanced economies), broadly degdlmiches and less developed

niches (mostly associated with developing economies

In this paper we seek (a) to extend Baleral.'s (2005) conceptual framework,
emphasizing particularly the ‘international’ dimémws of comparativeinternational

entrepreneurship, (b) by undertaking exploratorypieical research within a global
industry, and (c) focusing on two local ecologieamely a regional agglomeration and

less developed niche about which little is known.

The research objective of the paper is thus to cegpthe notion of comparative

international entrepreneurship using the softwaetes in India and Pakistan as an



illustration. We focus specifically upon the softeandustries in Bangalore and Lahore,
which are arguably the most important software tiocs in the two countries; and
represent a regional agglomeration (at least byrginmg economy standards) (Baketr
al., 2005) and a less developed niche, respectifélgse sub-national regions constitute
an interesting setting given that they share a comgolonial past but yet have had
contrasting institutional environments over thetpsis decades since 1947 when the

British Raj came to an end.

Below, we identify relevant literature that fornfeetbasis of our investigation; highlight
the methodology used which comprised a set of 3@eth interviews across the two
research sites; present findings including foureestsdies; and offer a discussion
designed to extend the literature and our undedstgnof this recently emerging and

significant theme.

Literature Review

Comparative Entrepreneurship: A Framework

The subject of international entrepreneurship (f&s provided a major stimulus to
research inquiry since Oviatt and McDougall's (1p8dnceptualization of international
new ventures. The importance of younger entrepréddums in the global economy is
widely recognized (Youngt al., 2003) as is their contribution to national aedional
economic development in high technology and knoggeithtensive sectors (OECD,
1998). Despite the expanding literature in IE, ntoue gaps remain, as identified, for

example, by Zahra and George (2002), Yoehgl. (2003), Coviello and Jones (2004),



Dimitratos and Jones (2005), and Zahra (2005).adtiqular importance to this paper are
deficiencies in our understanding of the genesigtefnational entrepreneurship, and the

effects of the institutional environment and ecoimgeography on IE.

This study on comparative international entreprest@p in a global industry is
particularly influenced by two recent papers, thestfby Bakeret al. (2005) on

comparative IE in which the authors seek to devedoframework for comparing
entrepreneurship processes across nations; argktioad, by Fromhold-Eisebith (2004)
on innovative milieu and social capital, especiaevant to the industry and country

context of this article.

Building on the Shane and Venkataraman (2000) fveorie the research by Baketral.
(2005) examineshow and why entrepreneurial processes of opportunity, discgver
evaluation and exploitation differ across natiofise authors focus upon the antecedents
of entrepreneurship, paying especial attentiorhéinfluencing roles of institutions and
national cultures. Of particular relevance herthésopportunity exploitation stage of the
entrepreneurial process where Bakerl. (2005) use ecological theory and economic
geography to distinguish three representative typksecology, namely, Regional

Agglomerations, Broadly Developed Niches and Lesgdlbped Niches.

The literature on Regional Agglomerations is verteasive (from Marshall, 1920
onwards) with Silicon Valley and the ‘Third Italydeing widely cited illustrations.

Innovative regional agglomerations encourage new @reation through easier access to



specialized resources, such as venture capitalsaitieéd labour, and state-of-the-art
infrastructure and services (Tavares and Teix&l€f)6). Recognizing the stimulus to
entrepreneurialism provided by regional agglomeretj Bakeret al. (2005) also draw

attention to a potential challenges in such aggtatiens such as an institutional ‘blind
spot’ derived from their highly specialized natuegid the high and rapid returns and

quick sales typically required by venture capitalis

The contrast with the regional agglomeration is tless Developed Niche, where
entrepreneurs in developing and emerging econoliai&saccess to specialized resources
and institutional support. Family business grop8Gs) are highlighted as one
indigenous entrepreneurial response to these tumistnal voids’ (e.g. Khanna and
Rivkin, 2001), by providing a ‘gap-filling functiono support new enterprise. According
to Bakeret al. (2005: 499), ‘FBGs are networks of many (usuaihall-scale) businesses
that are linked together through kinship ties’ (ats Redding, 1990). While this strong
kinship-based governance may stimulate entreprehgyrsubsequent growth may be
inhibited because of the narrowness and myopianshk networks, and may be linked
to national cultural differences. Interestingly fibvis paper, Bakeet al. (2005: 501)
mention Bangalore as an example of a ‘robust aggtation’, and contrast this with
most of India (to which one could add Pakistan)colhiesembles an ‘archetypal LDN’

[less developed nichel)).

Overall, Bakeret al.’s (2005) work is useful in understanding the abaontext of

comparative entrepreneurship, and the categorizafti@cologies provides a helpful way



of distinguishing between India and Pakistan. Bugéneral the article is weaker in its
contribution to the ‘international’ dimension of rmparative international

entrepreneurship, a topic on which the presentrdagemuch to add.

Innovative Milieu and Social Capital

In deepening our conceptual understanding, useiibhts can be obtained from the
work of Fromhold-Eisebith (2004), who addressesrtbgons of innovative milieu and
social capital from a regional development perdgpeand focuses upon competitiveness
within sub-national regions. These concepts havdaities with Bakeret al.’s regional

agglomerations and kinship ties in less developelaes.

The notion of innovative milieu refers to ‘the coleypnetwork of mainly informal social
relationships on a limited geographical area, det@ng...a sense of belonging, which
enhance the local innovative capability through esgistic and collective learning
processes’ (Camagni, 1991: 3). The notion of socaglital refers to ‘the sum of the
actual and potential resources embedded withiriladol@ through, and derived from the
network of relationships possessed by an individoralsocial unit’ (Nahapiet and

Ghoshal, 1998: 243).

Fromhold-Eisebith (2004) articulates the differendsetween innovative milieu and
social capital as follows: innovative milieu entaite-time or project-related interaction

among heterogenous actors with a focus on achiecimgnge, in particular the



commercialization of innovation. Social capitabn the other hand, involves everyday
routines carried out by homogenous actors with eavvio mastering capabilities and

ensuring survival or stability.

Her main point is that both of these aspects devaat to the economic development of
sub-national regions. Each set of actors provigeefits that have ultility, particularly for
smaller firms. The innovative milieu is a source ‘ohconnected resources and
competencies’ and thereby ‘creative outcomes’ (FraldiEisebith, 2004: 754). Social
capital emanating from what is referred to as ‘ficommunities’ provides support and
advice to compensate for inexperience or deficesnai everyday activities such as sales

or hiring.

An important point to note that it takes accesa teeterogonous set of actors for certain
benefits such as innovation outcomes to accrues Tau smaller firms in a regional
agglomeration, a likely advantage over their copags in local niches is the novelty of
information and opportunities that they have act¢esdvicEvily and Zaheer, 1999). Of
course, the likelihood that these will flow acrassetwork is enhanced when social

capital is built among actors (Inkpen and Tsand)520 Social capital fosters trust,

Y It is interesting that she chooses to apply theitd capital’ label to only one of these two cotlee
entities. Both notions have commonalities, partéidyl in relation to the emphasis on the importante
socially embedded interorganizational relationshigghin a local milieu (Inkpen and Tsang, 2005).
Management researchers who apply social capitelareb in the study of entrepreneurial ventures. (e.g
Davidsson and Honig, 2003) would perhaps argueRt@ahhold-Eisbith (2004) is actually referring tect
types of social capital viz. bridging and bondingial capital. Bridging social capital is assodiatéth the
benefits, such as innovation, arising from hetenogs actors in an innovative milieu (McEvily and
Zaheer, 1999); indeed, while analyzing the Silis@lley cluster, Cohen and Fields (1999) make ekiplic
reference to the social capital generated throntgractions among such dissimilar actors as uritiess
policy-makers, companies and law firms. The stibdind moral support arising from homogenous actors
are associated with bonding social capital (Putr2000). This of course may merely be a semantitemat



thereby reducing barriers to exchanging and compgiresources (Nahapiet and Ghoshal,

1998).

In the context of the development of internatiomsw ventures, the types of
heterogeneous actors that are likely to facilitetgrepreneurial behaviour include
companies, funding bodies, educational institutioggecialist suppliers, demanding
customers and supportive policy-makers (Porter,8L9%his is particularly true of a

global industry such as software.

Investigating innovative milieu and social capi@ complementary or redundant
concepts of collaboration-based regional developnfeomhold-Eisebith (2004) places
particular attention on the role of and relatiopsh@mong actor groups. Because of this,
discussion of key features of innovative milieu,rtigalarly the institutional and
infrastructural characteristics which are critiéait creativity and innovation, is largely

omitted.

Similarly the notion of social capital as discusegdFromhold-Eisebith (2004) does not
discuss the importabmparative dimension which derives in part at least from oz

cultural characteristics.

Finally, considering these two core research papeegher develops the genuinely
‘international’ dimensions of comparative entre@emal exploitation. These derive from

the cross-border flows of ideas, knowledge, capitel human resources which are vital



ingredients in international entrepreneurship. €h@® important gaps to be explored in

the current research.

Methodology

Given the exploratory nature of the research, afset-depth interviews were undertaken
in Bangalore and Lahore (Ghauri and Grgnhaug, 20028ach case the objective was to
conduct interviews with a number of internationadrepreneurs and to supplement these
with interviews of other industry experts includiagademics, trade body officials and
MNC managers. In addition, a large amount of seapndata from company websites
and industry reports were studied. The use of plaltespondents and secondary data

sources was a means to achieve triangulation (MiesHuberman, 1994).

The Bangalore fieldwork was undertaken in July 2086 one of the authors. 16
interviews were conducted covering six softwaretwess, four MNC managers and four
other experts including officials of the trade bddy software, Nasscom. The ventures
were identified through suggestions made by Nassddma objective was to interview
highly innovative companies and the intervieweed hadl been recognized for

meritorious innovation.

An interview guide was used to ensure some unifiyrini the content of the interviews
to facilitate data analysis. Interviews lasted warage for 90 minutes. In addition to the

extensive field notes taken, the interviews weoerded.



The Lahore fieldwork was undertaken in March 2008imilar approach was adopted as
in Bangalore, although in this instance all threeaathors participated in data collection.
14 interviews were undertaken, involving seven ueg and seven other industry
experts. Again interviews lasted 90 minutes on ayer and were tape-recorded and
extensive field notes taken. Interviewees weretifled using a snowballing technique;

initial contacts were made by one of the authotts wirong local networks. This was an

inevitable approach given that this was an undeearched context.

Data were analyzed in keeping with the approachoeated by Yin (1994). Thematic
analysis of the content was undertaken first f@hezase-firm and then across cases. The
additional expert interviews were then analyzedwitview to identifying the reiteration
of or contradiction to themes identified from theterviews with the case-firms’

entrepreneurs.

The general findings from the data are discussidlly, with characteristics of the local
context (milieu) and the use of ethnic ties emeggs particularly salient issues. From
the range of case studies, two from each settireg iltustrate these differences

particularly well were identified and are preserivetbw.

Findings: India (Bangalore) vs. Pakistan (Lahore)
The software sector in India is clearly very diffiet to that in Pakistan in terms, for
example, of longevity, overall size, worldwide régtion and the number of businesses

of scale. But the countries themselves have commumis and British colonial

10



backgrounds; and these differences and similaqitiegide a useful context for exploring

the constituents of comparative international gueeeurship.

The Bangalore Software industry

Local milieu. According to Nasscofrthe Indian IT industry generated revenues of $30
billion during 2006-7 — approximately 5% of GDP fwhich nearly $24 billion (80%)
was accounted for by international business. Nassestimates that 1.3 million people
are employed in this industry, claiming this to ‘tiee largest pool of suitable offshore
talent”, representing 28% of global offshoring lahoYet, despite producing 501,000
engineering graduates in 2006-7, India appearsad¢e & manpower shortfall. To help
bridge this gap, Nasscom proposes that a numbarisiiing schools for IT graduates be

set up at leading institutions, as part of a widdustry-academia partnership agenda.

Another challenge being addressed is that of gettman “ecosystem for innovation” to
upgrade the level of knowledge-intensity of actestundertaken. Perhaps nowhere is the
focus on capability upgradation perceptible as magin Bangalore, which accounts for
a third of India’s software export revenues. Iratiein to milieu characteristics, it seems
fair to say that Bangalore has demonstrated sigmsaturity — even though there is scope
for improvement — on a number of key issues suchrasntrepreneurial environment,
FDI attraction, IPR protection, access to capitad aompetencies, institutional support

and reputation effects (Balasubramanyam and Balamdnayam, 2000).

2 These data can be found on the 2007 factshe#tddndian software industry published on the Nassc
website ahttp://www.nasscom.in/Nasscom/templates/NormalRespa?id=2374
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Some of these issues are linked. For instance, Baregs reputation effects have led to
FDI attraction (and thereby the presence of leatMiNCs) and access to venture capital,
both domestic and international. Another key isgi¢he long-standing emphasis on

education in public policy which had led to a lapgml of qualified engineers.

It would be naive, however, to assume that ther®iscope for improvement. It became
apparent that although Bangalore possesses a ssofiginfrastructure” (Khanna and

Paleupu, 1997) in the form of, for instance, suppoom Nasscom, there were
shortcomings in the physical infrastructure. Taffongestion and prohibitive hotel rates

were cited by respondents as impediments to thedytrogress of the Bangalore cluster.

Ethnic ties. Significantly, compared to prior research findiniggm Bangalore (e.g.
Prashantham, 2006) there was little mention ofiethias as being a critical resource.
Rather, it appeared that the strong presence aarntechnologists in the US, and
particularly in Silicon Valley (Saxenian, 2002) haesulted in regular interflow of

people, resources and opportunities between theriieux.

Besides anecdotal evidence of returnees from the tb& inter-milieu links were
embodied in the work of a networking organizatidhe Indus Entrepreneurs (TiE). TIE
had been founded in Silicon Valley as a networkimganization for technologists of
South Asian origin. Chapters soon developed inrs¢yarts of the world, notably the

US and India. The Bangalore chapter of TiE hoggsllex events featuring guest speakers

12



from Silicon Valley, many of them of Indian origiRor example, a recent such speaker

was the noted venture capitalist, Vinod Khosla.

Overall, however, it emerged from the interviewsBangalore that Indian software
ventures were not as heavily reliant on ethnic assthey might have been once;
institutionalized links with Silicon Valley appearéo exist and the Bangalore milieu had
attained sufficient reputation effects (Prashantha@94) for ventures to be confident

enough to engage with international markets withmagdessarily leveraging ethnic ties.

The Lahore Software industry

Local milieu. Lahore could not at present be described as a hoidiglu for the software
industry. Statistics are hard to come by, but PASK?akistan Software Houses
Association) data indicate a total of 350 softwlaneses based in Pakistan with revenues
somewhere between $100m and $200m. The industrye cato existence largely
because of Y2K, and Lahore developed as the hulubecthe best universities were
located there. The firms clustered in Lahore hgjitlia fragmented industry structure
with no large companies (the biggest is NASDAQstgied NetSol with about 600
employees); a few with c50 employees; and the nedeaimicro-firms originating from

universities in the US and Pakistan.

The institutional structure is still in its infancglthough the Pakistan Software Export

Board (based in Islamabad not Lahore) is gainingpeet, as is PASHA and the

Computer Society of Pakistan. Their influence dmat bf the companies themselves has
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been important in government education policy, ltegy in a very large increase in
investment from the early 2000s. Even so intervesveeported that the quality of
graduates was lacking, in part because of the gnablof getting IT faculty. The cost of
labour is the major attraction, with direct laborosts 10-15% of those in the US;
compared with India, one respondent cited dirdmbla costs in India of $40-45 per hour

compared with $12-25 per hour in Pakistan.

Telecoms infrastructure has improved significantyter earlier problems with
bandwidth, although large additional investmentsigl required in data and cable

internet. Plans are underway for the establishrokatseries of IT parks and incubators.

The regulatory environment was perceived as beirgkwin terms, for instance, of
protection of intellectual property rights (IPR)geaming that companies had to license

IPR offshore; and the same was true for qualityi@sse.

In terms of the operating environment for busindkg, interviewees contrasted the
transparent environment in the US with the opags®péthat in Pakistan. Related issues

mentioned included ethics in business and paymeiigms.

Overriding the internal challenges in developinguatainable software industry was the

‘geopolitical’ situation and global market accesshjpems. In particular, perceptions of

US customers created anxieties towards outsoutari@akistan. This was particularly
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problematic when the internal market in Pakistas at#l emerging, with a slow pace of

computerization within government and its agencies.

Ethnic ties. While much criticizedthe Hofstede (2001) research on national cultures is a
useful starting point for India — Pakistan compams Scores for the individualism
dimension rates India as 2but of 53 countries, while Pakistan was"4gut of 53

(Hofstede, 2001:215). The implication is that Pelisis a highly collectivist society
characterized by business behaviour traits suchkasping ethnic or other in-groups
together supports productivity’; the employee hasbé seen in a family and social
context’; ‘in business, personal relationships prewver the task and the company’;
relationships with colleagues are cooperative fegroup members, hostile for out-
group’; and ‘relatives of the employer and emplogee preferred in hiring’ (Hofstede,

2001: 244-45).

Such notions were expressed by all respondentsta@uias from returnees from the US
included the following: ‘Business is not like it is the US — everyone relies on

networks’; ‘personal networks are easy to buildigd &Pakistan society relies on favours’.

Nearly all of the entrepreneurs interviewed studieetlite universities in the US (MIT
and Stanford); but in raising finance, launchingithbusinesses, and finding initial
customers (at least), they turned to ethnic PakistaAs mentioned below, Techlogix

described the entrepreneurship consequences ofashieading to an (unsustainable)
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‘friends / friends of the family’ business modeh & sense the Pakistani entrepreneurs

were ‘within the US software milieu but not of it’.

A meeting was held with the Lahore chapter of B&ablished, like the Karachi chapter,
in 2000. The impression gained was that TIE wasdeiidened out beyond its software
roots, perhaps to stimulate membership. A numbéneentrepreneurs interviewed were
TiE Lahore members; and Rozee (see below) in pdatiavas very praiseworthy of the
support that had been received in respect of dlggdibnd access to business owners in
Pakistan. However, other responses suggested ais &ngth approach to TiE, or
reduced involvement because of limited benefitsmfrohe TIiE association. One
respondent suggested that the Organization of RakiEntrepreneurs of North America
(OPEN) which was formed in the US in 2000 was peshan attempt to distance

Pakistan from TiE.

Case Study Findings

Skelta, Bangalore

Skelta was founded in Bangalore in 2002 as a sodtvwaoduct company. Skelta’s
product orientation is relatively uncommon amondidn software companies, the vast
majority of whom — including some of the best knoames such as Infosys and Tata —
operate predominantly as services companies. Adihn@ome are sceptical about India’s
prospects for producing genuinely world class safenproducts companies, Skelta’s co-
founders have been adamant in their self-beligf $kalta could achieve global success,

based out of India.
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The founders include CEO Sanjay Shah, whose prsviexperience includes co-
founding another software venture in India, iCoahich sought to offer enterprise-wide
resource planning software for SMEs. Prior to tiésco-founded Accel, a retailer of PCs,
in Washington DC. Shah is a graduate of the priestsgindian Institute of Technology
(Mumbai) and holds a postgraduate engineering @efgoen the US. Another co-founder
is Paritosh Shah, who is responsible for marketvhg also has previous entrepreneurial

experience in India and abroad, chiefly in the Niéddast.

Skelta’s flagship offering is known as Skelta BPMN As evident from the name, this
software application is focused on business processagement (BPM) which involved
the application of information technology to eféinily streamline and manage a variety
of organizational processes. The second half ofptieeuct’s appellation indicates that
the offering is built on Microsoft's .Net platfortechnology, the underlying component

on which software applications can be written f&W@mdows operating environment.

The decision to ally its product technologicallythvMicrosoft was a significant decision
taken early on by the company founders. Microsethhology was seen as attractive
given its widespread adoption by a range of congsaacross several countries. Thus a
company like Skelta that offers technology solutiaihat are built on a Microsoft
platform stand a better chance of integrating velient companies’ extant Microsoft-
based applications. From Microsoft’s viewpoint, lswapplications are of benefit too.

Every time a Skelta product licence is sold, sa Microsoft operating system licence.
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Not surprisingly, then, Skelta a core part of SKelstrategy has been to cultivate a deep
relationship with Microsoft. Evidence of how sermbuthis relationship is taken is seen
from the fact that the company has a separate itumcalongside other conventional
functions such as sales and finance, headed hyi@r seanager, which is referred to as a
the Microsoft relationship function. It is also a&asure of Skelta’s success in forging a

cross-border, multi-faceted relationship with Misod.

What is interesting to note, however, that Skeleenable to build a global relationship
with Microsoft through efforts that began in Bargyal — their own backyard, as it were.
A Microsoft manager in Bangalore who was respoesibl forging relationships with

technology partners such as Skelta notes that & ®kelta that had proactively
approached Microsoft. Skelta’'s technology impresbédrosoft as did the proactive

approach of the top managers in seeking to gaihilg for Skelta.

The Skelta-Microsoft relationship initially began e local level through Skelta’s
participation in Microsoft events and other proronél activities. For example, Skelta
was invited to participate in Microsoft road showereby the product could be
demonstrated to prospective clients in differentgpaf the country. Skelta's CEO was
invited to speak at a seminar organized for parbnganizations of Microsoft in India on
how Indian software products companies could aehiecal and global success. Also,
when Microsoft hosted an industry-wide workshoptlma topic of innovation, Skelta was

showcased as an example of an innovative company.
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Before long, the Indian subsidiary of Microsoftrégd promoting Skelta within the wider
Microsoft network. To illustrate, in 2004 Skelta neeinvited to participate in the
Microsoft Worldwide Partner Conference in Canadhe Tollowing year, Skelta was
nominated by Microsoft India to be considered forirternational innovation award at
the Microsoft Conference in Boston which it wenttorwin. In 2006, Skelta was among
a set of internationally selected companies fedtwe Microsoft's Vista promotion
website, resulting in global visibility. By thisagje, Skelta had acquired about 200 clients

across a range of advanced economy markets ingtlinUS, UK and Canada.

Thus, the Skelta experience illustrates that, gikedational capabilities of proactively
establishing a valuable relationship with a sigmifit player such as Microsoft, Bangalore
provides local firms with access to internationatworks via the local environment.
Clearly, the local milieu in Bangalore was ablattact the presence of large players like
Microsoft, and in this was has greatly facilitat&kelta's progress. As Skelta’s
relationship with Microsoft has prospered so hasdbmpany, as evident from various
distinctions achieved by Skelta in 2006. It wasstdd for a special award for innovation
from the national trade body for software companissscom. It was recognized as a
one of Asia’s fastest growing technology compabigghe trade publicatioRed Herring
which had famously recognized Google’s potentidbteemany other industry observers
had. Perhaps most significant of all, Skelta whidd thus far been privately held,
received its first round of venture capital amongtito $1.5 million from an Indian

venture capital fund.
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Despite its considerable success, in the coursg)07, Skelta retained a Seattle-based
management consulting to facilitate collaboratiathwtrategic partners and hired an ex-

Infosys executive to head the company’s sales iomdbr the US, based in Atlanta.

Ligwid Krystal, Bangalore

Ligwid Krystal is a Bangalore-based e-learning campthat was founded in 1999 by
Anand Adkoli and a partner, Ramana Gogula (whosiase left the world of technology
for a successful career as a music director inHyerabad film industry). Adkoli, the
co-founder who was interviewed, had gone to tharitBe 1980s to pursue postgraduate
studies in computer science. He stayed on in théod8ver a decade where he worked
for Oracle as a software architect in the serveisiin. In parallel, he also developed a
keen interest in computer education and authorgdraktext books on programming

with special reference to Oracle technology.

Adkoli’'s career with Oracle took him, in the 1990® a development centre in
Melbourne and subsequently to a newly establiskedlitiy in Hyderabad. By 1999,
Adkoli felt the need for a change of direction is bareer. He was strongly attracted to
the prospect of returning to his native city of Balore and devoting more time to his
writing interests. However, at this time a ventwapital fund, Global Technology
Ventures was set up in Bangalore in conjunctiom thie Bank of America. The venture
capitalists at this firm were scouting around f@wnbusiness ideas. Attracted by the

prospect of gaining access to venture capital, Adial his business partner proposed to
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set up an e-learning business, Liqwid Krystal. Tiveye successful in raising $2 million
from Global technology Ventures. In retrospecisitvithout the doubt that the Internet
boom of that period compounded the venture cagitalpositive sentiments towards the

business idea.

Ligwid Krystal's business proposition was basedti@ observation that whilst much
information on computer programming was containedhie conventional medium of
printed textbooks, much of the practical work wasried out in a completely different
medium viz. through a keyboard and monitor of a BGnsequently, it was often not
easy for students to easily relate to what textboelid about various aspects of
programming. The founders of Ligwid Krystal believthat students could make a far
better transition between theory and practice dytlwere given access to e-books
whereby hyperlinks could be used to access theaetesoftware on which to write a

piece of software code.

This was a relatively simple but effective ideatsen 1999 and 2001 the company
developed CodeSaw, a software product that integregxts on programming with the
facility for practical application by students. A& gaining access to textbook content,
Adkoli used his publishing contacts in the US, gies own background as a textbook
writer, to forge contractual relationships with Bueputed publishers as Addison-Wesley
and Thomson Learning. The basis for Ligwid Krystafevenues would be royalty

payments whenever an e-book was sold from thesiespaks.
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However, the finalization of Ligwid Kystal's offerg coincided with a decline in the
fortunes of the US information technology industriggering a decline in the derivative
demand for computer education. The next coupleeafsy were a period of struggle for
the venture as it was locked into the publishetreamts. In 2004, it decided to terminate
these contracts with the publishers. This allowleel tcompany the flexibility to then

negotiate contracts with a wider range of publisitbat were less exclusive in nature.
This meant that in addition to licensing contenigwid Krystal could provide such

value-additions as assessment modules.

Following this re-orientation of the company, Adkblecame conscious that he had
ignored two rapidly growing markets for computeueation, viz. China and India. He
turned his attention to India first of all. His ebjive was to sign up universities as
clients; the company would then provide an e-lesyrsolution that every student could
access at less than $10 per head per year. BytB@Orst contract was signed with an
Indian university comprising 60,000 students. Sghsetly, the company has forged a
strategic partnership with the prestigious Indiastitute of Science (IISc) in Bangalore.
Computer students at an advanced level can studynewia Ligvid Krystal's learning

platform, gyanX to obtain certification from IISc.

The experiences of Ligwid Krystal suggest thatrtifBgangalore base has provided them
with access to venture capital, strategic tie-uph wrestigious academic institutions and
a large market for on-line computer education. Hmvea complaint that Adkoli has —

which is somewhat contradictory to Skelta’s positiexperience — is that large

22



companies, be they indigenous or foreign-ownednates supportive of young ventures
as they might be. As the company consolidates ©reitent successes, the future plans
involve making a foray into China with a view t@gang into the large education market

in that county.

Techlogix, Lahore

Techlogix is one of the largest and most-respesiaftivare companies in Pakistan.
Registered in Bermuda, it employs 250 people wadéw30 of whom are in the United
States, 170 in Pakistan where its Development €eistrlocated, and 40 in another
Development Centre in China. The company operatdgfarentiated services model
supplying major MNEs such as GE, Motorala and Sheh 86% of revenues being
generated in the US. The two co-founders are biasedkistan but spend about half their

time in the US.

The co-founder of Techlogix who was interviewedaln®an Akhtar - has family in the
US and took his BBS and MS degrees there befo@lieny for a PhD at MIT. While at
MIT he linked up with another Pakistani studenthaithom he had been at school, and
together they established a company called Thenicdeby Group in 1992/93 to provide
telephone banking software in Pakistan, growingcbmpany from 2-14 employees and

revenues of $100K by year four.

New funding was required to grow the company inti& Akhtar was unaware of the

US venture capital (VC) business at this time affidrts were made to raise money in
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Pakistan; eventually most funding came from forfakistani college room mates who
had returned to Pakistan. $100K was raised andldgighwas formed. Early in 1996
Akhtar linked up with a Pakistani whose companyage, located near Boston, operated
in the driver's licence market and required a ‘$acn demand’ software system.
Techlogix established a Boston office to supplyadis, and for the next 2-3 years grew
through business with Visage and by opportunistist@mer extension; the latter

included business in the UK which derived from &&ani connection.

Looking for opportunities associated with the datcboom, Akhtar and his partner
moved to California in 1999 and launched a newvsar# product based on the latter’s
PhD work at MIT from which the software was liceds&he product had a variety of
applications including the car industry; and whal#les potential was substantial long
sales cycles were involved which presented cashk fiooblems for a small firm like
Techlogix. Consequently the company returned tosthiwices business and began its
transition into enterprise software in Californigith a specialization in commercial
finance. An early breakthrough came with a succéd¢ehder for work with GE, based
on an offshoring model; and GE (the godfather déourcing to India) has remained as a

leading customer.

Gradually Techlogix developed a second generatiatlainbased around five or six
practice areas where they were world-class; and biegan bidding for global vendor
status as vendors consolidated on a worldwide b&sisthis basis, the company was

successful with Motorola, at a time when all thdirwork was directed to Oracle or
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Infosys, and then with global players such as BT &hell. The basis of global
competitive advantage is their differentiated smsi model, where differentiation
combined with ‘best in the world’ expertise enableshlogix to succeed against much

larger competitors.

In the early years of Techlogix, virtually all persmel were based in Pakistan; while
Akhtar himself lived with his family in the US beden 1997 and 2003 before returning
to Pakistan. It was accepted that the Pakistanemtiom posed perception problems for
some US customers; and the Development Centre inaClwas a customer-driven
decision. This wholly-owned Development Centre igijiBg is run by a Pakistani. As
Techlogix globalizes in terms of customers and gaolgy, access to global talent has
become an issue: a recent high-level appointmestamaAmerican formerly employed

by Infosys; and the company has hired 5 employe#sRhodes Scholarships.

Efforts are being made to diversify the revenueebfiem a position where the US
represents 86% of sales, and to include small disawdarge customers. The attitude to
business in Pakistan has until recently been ‘tbke leave it’, but Techlogix is now

putting a serious sales team into the country. I&rtgithe composition of revenues has
changed significantly — in the early 2000s, 80% refenues were derived from

application development, a figure which as at728@s down to less than 10%.

For the future Akhtar wanted to grow the companw tize of 1,000 people which was

considered to be feasible with a differentiatedsises business model. Interestingly it
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was observed that at its current size, Techlogiyld/tnave attracted acquisition interest
had it been an Indian company. As a Pakistani prisey, the geopolitical situation was a

barrier to the acquisition of a small firm like Tdagix.

Commenting on the software industry in Pakistanegaliy, Akhtar described it as a
being largely based on a ‘friends / friends of tamily’ business model in which most
companies were very small and could survive byattring around’. He argued that:
‘Outsourcing is not the basis for long-term comjpeti advantage. Outsourcing is a
mechanism not a model’. By comparison, the Tecklggich was on specialization and

complex solutions, using a ‘global delivery model'.

Rozee.com, Lahore

The founder - Monis Rahman — operates through difplcompany, Naseeb Networks
Inc., based in the US. Described as a ‘Silicon &atiew media company’, it employs 30
people in offices in Karachi and Lahore with Isldrad (Pakistan) to follow shortly (as of
March 2007), and 2 people in America. This job ltataludes employees working in a
Matchmaking site which had been launched in PakistaDctober 2003, but principally

in Rozee.com which was established in August 20@4isPakistan’s #1 job website.

Rahman studied at Stanford in the US and subsdguegatked in California with Intel
and ABB. His initial venture into personal entrepgarship was in the US in 1997 with
the establishment of a consulting business toveglecams in Day Care Centres. After

one year’'s experience the technology was acquined,Rahman began to look for other
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opportunities. While he was exposed to a wide ndtwimcluding VCs, through TiE,
ideas for a new business engineered around the réceived only limited funding
support. While supporting his offshoring notionaamechanism to reduce costs quickly,

the VCs were asking for an office in India.

Rahman returned to Pakistan in May 2003, but inlstégroviding offshore services for
the US market, he identified a void for a matchmgksite targeting the Muslim
community (his model was JDate a Jewish singlewor&). After six months working
from home, the site was launched in October 2008h W&taggering numbers’ visiting
the free site, Rahman spent $60K converting toic grvice which started on % @\pril
2004. The investment was recovered in 2 monthsthisdbusiness continues to grow

profitably as a global network. Currently 65% ofeaues are generated in the US.

Rahman wanted to reinvest in other spaces, anohgseest hand the problems of hiring
in Pakistan, he launched Rozee as a job site irugtug004. Initially a ‘quick and dirty’
ad. posting site, it was converted to a partialyjdpvebsite in January 2007, paralleling
the early usage of the internet by major employeRakistan. There are plans to export
the model from Pakistan to markets in the MiddlstEand then globally, drawing on the
experience from the matchmaking site. To date, grdwas been completely organic,
although Rahman has plans for various new growthna®s including a potential

strategic alliance with Pakistan’s leading mediad®
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Rahman described Pakistan as a ‘society based vamurid, where survival was not
possible without networks. As a returnee, Rahmas n@eruited into the local chapter of
TiE by the founder of the organization in Pakistarno was also the founder of the
leading Business School in the country — LUMS [L@&h&Jnivesrity of Management
Sciences]). Accepting that the TiE network in Bt provided Rahman with vital
access to business owners and credibility, neMedbgthe nature of the TIiE culture was
perceived to be very different to that in the UShvguspicion replacing the transparency

of US TiE.

Market access internationally was considered aditdpgest barrier to Pakistan software
firms, and this applied particularly to links withultinationals where a real credibility

problem existed. On the positive side, people waowing back to Pakistan, and the
Vice-President Products for Rozee was formerly eygd by AOL. As further evidence

of optimism, Rahman cited the raising of venturpiteh funds in the US, and the recent
acquisition of a neighbouring company — Cambridged — by a Chinese enterprise.
Aside from market access, a major challenge wasidered to be the limited number of
IT graduates (20,000 per annum) being producedaliysian universities, and the limited

proportion of these (2-3000) who were of acceptghlity.

Discussion: Comparative International Entrepreneurdip in the Indian Sub-
Continent Software Industry
The Indian and Pakistani software industries praeede a useful context for exploring

the topic of comparative international entrepreabifr; and similarly the notions derived
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from the literature were appropriate for compaurposes. In general, it would appear
that Bangalore reflects characteristics of a regi@ygglomeration (Baker et al, 2005)
which seems to relate to the innovation milieu otfFromhold-Eisebith, 2004) whereas
Lahore depicts a less developed niche (Baker @08k5) that is heavily reliant on social

capital (Fromhold-Eisebith, 2004) — and in part&wn ethnic ties.

In respect of India, the Bangalore milieu is redegd worldwide as providing a
stimulating environment for creativity and entrepership, illustrated in the company
cases, for example, by the presence of world-chagiinationals and local venture

capital funds.

The comparison with Pakistan could hardly be gredibe relatively small cluster of
enterprises in Lahore depend greatly on ethnic &ed social capital, in part a
replacement for weaknesses in the business andgtuiizstal environment. The
advantages of Pakistani ethnic ties, consistett thi¢ literature on bonding social capital
(Putnam, 2000) include ease of information flowgess to seed capital; ease of building
personal networks; overcoming national prejudicasgd cross-border movement of
businesses. However, there are disadvantages,iassowith network closure, such as
information redundancy; restricted opportunities|ure to “breakout” of initial market;

traditionalist aversion to high-tech entrepreneyrsand nepotism.

% Yet it is far from being a fully-developed innoiwet milieu comparable to Silicon Valley or Route812
Gaps in the milieu relate, for example, to the tyalf the physical infrastructure, the highly sizized
nature of business activities and networks (B&kal., 2005) and incomplete openness to trade and
investment.
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Where our study goes beyond the literature (e.geBat al, 2005) is by highlighting the
role of cross-border linkages between milieux (see Figure 1). Considering the theme of
comparative international entrepreneurship, whaiaisicularly interesting is to compare
India/Pakistan—US and India-Pakistan relationsnfisénces on entrepreneurship in the
software industry. In different ways, bonds witle tJS are critical to international

entrepreneurship in both India and Pakistan.

Insert Figure 1 around here

Close inter-milieu links provide the opportunity smcess complementary assets and
business networks in the US. While Indians have hadhuge influence on the
development of Silicon Valley, their ties with Bahgre seem primarily to be based on
hard-nosed business relations. But in relationakid®an, while the US milieu is critical
for all aspects of the entrepreneurial processisthee of closed networks may be a major
barrier to long-term growth. As suggested earfiéakistani entrepreneurs were within

the US software milieu but not of it'.

Thus a major difference that emerged from our stugtyveen India and Pakistan is that,
unlike in the case of Lahore, Bangalore’s linkagesSilicon Valley are increasingly

transcending (often ad hoc) individual interpersdies to take on an institutionalized-
like appearance facilitating a strong intercharfgdeas, knowledge, capital and human
resources through cross-border transactions anefsevmigration (i.e. returnees from

Silicon Valley).
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A vital implication of our observation pertainsttee coordination and integration of the
entrepreneurial processes of opportunity discovewmaluation and exploitation across
frontiers. Of theoretical interest is that thisais issue raised by Oviatt and McDougall
(1994) that has received little subsequent attenfitliey described the “global start-up”
as a specific type of INV which “derives signifitasompetitive advantage from
extensive coordination among multiple organizati@wivities...[by] proactively acting

on opportunities...” (Oviatt and McDougall, 1994: 5@ur research highlights out such
coordination and integration may actually commeatdhe pre-startup phase, which
resonates with their more recent definition of tEtérms of opportunities relation to

“future goods and services” (Oviatt and McDougall, 2008);%mphasis added).

Useful managerial and policy implications followedrning from the Indian experience,
policy-makers should undertake milieu-enhancingivaigs that yield potentially
valuable networks to internationalizing new vensuréearning from the Pakistan
experience, efforts should be made to leveragacti@s. This is a strategy that countries
across the world, not just in Asia, are adoptingness the GlobalScot initiative to allow
Scottish business to forge links with expatriaekey message for entrepreneurs is the
importance of actively leveraging network relatioips on a personal basis as well as via

institutionalized arrangements such as TiE.

As a concluding thought, we note also that gedpalitfactors and sensitive India-

Pakistan relations mean that the potentially bers@ficomplementarities that could

stimulate software entrepreneurship in and betvibeim countries are not being realized.
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Figure 1 — Local Milieu and Ethnic Ties:
A Comparison of Cross-Border Entrepreneurial Linkages
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Key: Outer boxes |:| refers to an innovative local milieu (Silicon Vallé
Route 128) or emerging local milieu (Bangalore)'___' Refers to a
cluster of firlﬁbut not a local milieu.

Inner boxes. refers to strong ethnic ties. ---:  @efto weak
ethnic ties.
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