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2 L. Aaboen et al.

Few people would object to the contention that relationships matter
in entrepreneurship. In the research field of entrepreneurship, there
has been increasing attention to the social relationships of the entre-
preneur and to the role of networking in starting up a business (e.g.
Fayolle, Jack, Lamine & Chabaud, 2016; Hoang & Antoncic, 2003;
Hoang & Yi, 2015; Jack, 2010). Research has shown that social rela-
tionships and the networks of entrepreneurs matter because they are
resource entrepreneurs that can leverage in the starting up process.
Instead of focusing on the social relationships, this book focuses on
the initial customer and supplier relationships of a start up developed
at an early stage and examine why these are important in starting up a
new business venture.

Our interest in how start ups develop the initial business relation-
ships with customers and suppliers is rooted in two research streams
and perspectives. The first is entrepreneurship studies that focus on
organising a new venture. The second is the research stream that inves-
tigates relationships between industrial suppliers and customers—the
Industrial Marketing and Purchasing (IMP) research tradition. The for-
mer research stream has its origin in the late 1980s when Gartner (1988)
challenged the focus of research in entrepreneurship on the individual
entrepreneur. He argued that the question, “Who is the entrepreneur?’
is the wrong question. Gartner’s argument was that if we are to explain
why and how new businesses develop we should examine the process of
organising and integrating resources in the early stages of the new ven-
ture. This perspective gave rise to calls for a process-oriented approach to
new venture creation (Landstrém, Harirchi & Astrom, 2012). Over the
past 30 years, there have been repeated calls to investigate the dynam-
ics of new venture creation (Kaulio, 2003) and to get better insight
into a new venture’s initial entry into the business network (Milanov &
Fernhaber, 2007; Stuart & Sorensen, 2007). Reviewing the literature
on new venture creation, Ambos and Birkinshaw (2010) found that it
offers little information relating to ‘the detailed process—the dynamics
of constituent elements and the sequences of events—through which
new ventures evolve’ (p. 1125). This book has its origin in the belief
that new business ventures evolve through their initial relationships
with customers and suppliers. Consequently, if we are to explain the
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journey of start ups towards becoming sustainable businesses, we need a
better understanding of the dynamics of the development of their initial
business relationships.

Focusing on business relationships in the initial phases of start-
ing up also reflects findings from the IMP stream of research, which
views industrial markets as networks of business relationships between
organisations, in which every business is a unique nexus of busi-
ness relationships with customers and suppliers (e.g. Hikansson &
Snehota, 1995). Research in the IMP tradition has been concerned
with the interaction processes in business relationships between cus-
tomers and suppliers and has found that interaction determines the
development of business relationships and the dynamics of business
networks (Hikansson, Ford, Gadde, Snehota & Waluszewski, 2009).
Following these findings, we take a process view on the development
of the initial business relationships of a start up developing into a sus-
tainable fledging, and (eventually) a sustainable business.

Our analytical focus on the process of developing the initial business
relationships of start ups is different from that of most published studies
of start ups. Most of these studies appear to focus on either the indi-
vidual entrepreneurs (e.g. Lowe Nielsen et al. 2012; Read, Sarasvathy,
Dew, Wittbank & Obhlsson, 2011), the institutional structures (e.g.
Shane, 2003), the firm (e.g. Clarysse, Wright & Van de Velde, 2011;
Mustar et al., 2006; Wright, Clarysse, Mustar & Lockett, 2007), the
use of a business model and plan as necessary tools for new venture
creation (Meyer & Crane, 2014) or ‘business strategy’ as a key facilita-
tor of start up development (Stevenson, Roberts, Bhide & Sahlman,
1999). Against this background, we add to the existing entrepreneur-
ship research as we explore starting up as a process of embedding the
new business venture in a business landscape characterised by existing
resource constellations, activity patterns and actors’ interdependencies.
In this perspective, the initial phases of the start up journey are about
relating to an existing landscape of business organisations, customers,
suppliers and other institutions in order to become a node in the busi-
ness network. For the start up this implies developing the initial cus-
tomer and supplier relationships to access from others the resources
needed to operate the new business. Hence, establishing the initial
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business relationships, including handling the interaction processes, is a
condition for the very survival of the start up.

In this book we emphasise the verb ‘starting up’ to mark a turn of
attention to the dynamic nature of the phenomenon examined. As a
start up is in many ways its relationships, starting up is primarily a
relational act. Developing the initial customer relationships is only one
side of the start up’s relational effort; the other is to develop equally
important supplier relationships. Relationships with customers and
suppliers have a different nature and content, and need to be ‘handled’
differently.

Developing the initial relationships with customers and suppliers
is not an easy or simple affair. It is demanding and involves develop-
ing the offering and its various components, which goes far beyond the
core product. Solutions must be found for how to deliver and deploy
the offering, how to handle commercialisation and how to secure fur-
ther development of the business. An array of technical, commercial and
administrative issues has to be addressed and solutions to these have to
be found. At the same time, developing the initial relationships requires
that customers and suppliers acknowledge the existence of the start up
and admit it as a member of their mental map and context.

The complexity of the task of developing the initial business relation-
ships is compounded by the fact that it is taking place in a context that is
in continuous transformation and subject to relentless change. Business
networks that the start ups relate to experience ongoing changes as new
actors enter and some exit the network, and the relationships between
actors change and evolve continuously. That concerns all businesses, but
for start ups dynamic networks are more common because the context is
one of newly emergent businesses. These conditions have also resulted in
extensive policy support of new venture creation and development.

All actors involved in starting up a new business would benefit from
understanding the process of developing the first business relationships.
All the players in the start up regardless of whether they are entrepre-
neurs, start up managers or policy actors must understand the process in
order to cope with it more effectively. Yet, while it is widely recognised
that starting up a new business venture is a challenging practice for all
the actors involved (entrepreneurs, managers, technology transfer officers
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and investors), there is limited knowledge and understanding of the pro-
cess of starting up in business networks. In this gap lies the contribution
of our book, which attempts to shed more light on different facets of the
process of developing the initial business relationships of a start up.

This book offers a novel perspective on starting up, espousing a shift
in attention in research from structural explanations to process explana-
tions, from an internal perspective (within the company) to an external
perspective (inter-organisational relationships and business networks)
and from social networks (the individuals) to business networks (includ-
ing individuals and organisational and technological aspects). Several
studies have proposed that connecting to an existing business network
and acquiring a position in the network is a necessary condition for
the survival, development and ultimate success of a business (Aaboen,
Dubois & Lind, 2011, 2013; Aaboen, Laage-Hellman, Lind, Oberg &
Shih, 2016; Gadde, Hjelmgren & Skarp, 2012; La Rocca, Ford &
Snehota, 2013; La Rocca & Perna, 2014; La Rocca & Snehota, 2014;
Snehota, 2011).

Each chapter in this volume explores a facet of the development of the
initial business relationships when starting up a new business venture.
We look at special situations of starting up with scarce resources, lack
of legitimacy and products based on novel technologies. From empirical
examples we develop concepts for capturing the intricate processes of
connecting to the established (but evolving) institutions and structures.
Several of our start ups are science based and emerge in a context very
different from the structures of an established use and production set-
ting, which makes the process of relating and connecting challenging,
with far-reaching consequences for the network. This volume has five
parts, each consisting of two chapters focusing on a specific theme in
starting up in business networks. Part I explores the initiation of business
relationships; Part II deals with the dynamics of relationships and net-
works examining the implications for a start up of operating in a context
of continuous motion; Part III addresses the issue of the technological
collaboration of start ups in industrial networks; Part IV presents cases
of academic spin-offs coping with commercialisation; Part V focuses on
the role of policy actors in stimulating entrepreneurship and supporting
start ups.



6 L. Aaboen et al.

Partl: Starting Up Business Relationships

The first part of the book (Chaps. 1 and 2) explores the initiation of busi-
ness relationships. The authors investigate both the processes that can be
identified within the relationship that is developing and the processes
needed for the relationship initiation to take place. Unlike all other chap-
ters in this volume, this section focuses only on dyadic or possibly triadic
relationships start ups initiate and develop. The aim is to shed light on
the process of initiating and developing the initial relationships when
starting up.

In Chap. 1, Aaboen, Holmen and Pedersen identify six different fac-
ets of the relationship initiation process in order to make its otherwise
ambiguous nature more accessible to researchers and start up managers
seeking to initiate business relationships. The six facets identified are as
follows: (1) the initiation of business relationships as the first state in the
business relationship development process, (2) the initiation of business
relationships as a process of its own, (3) focal relationships instead of focal
actors, (4) third actors playing an active role in the initiation of business
relationships, (5) one of the focal actors’ portfolio of other relationships
and (6) the initiation of business relationships as an interaction between
resource entities. Notwithstanding the importance of initiating business
relationships for start ups, most literature on relationship initiation has
dealt with it in the context of established firms. This literature developed
for mature firms does not take into account the special conditions of start
ups that have less resources, and therefore cannot devote much time and
resources to each relationship and at the same time depend heavily on
very few relationships for taking off. Furthermore, the product of the start
up tends to be under development when the first relationships are being
initiated and the start up has little choice but to interact with the business
partners that are willing and ready to interact with them. The authors
argue that we need more research on business relationship initiation in
start ups and we need to develop theory that is closer to the reality of
entrepreneurs. In terms of a future research agenda, the authors therefore
suggest that the extant literature on relationship development processes
should be cross-fertilised with the literature on interactions between
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resource entities, which is a more common perspective when investigating
start ups. Finally, the authors call for more studies attending to the activi-
ties taking place during business relationship initiations among start ups.

In Chap. 2 Oukes and von Raesfeld investigate how third actors influ-
ence a start up’s business relationship initiation and subsequent embed-
ding in the network, as well as the start up’s development. The chapter
elaborates on facet number four discussed in Chap. 1. An in-depth case
study of the relationship initiation processes of a Dutch medical device
start up is presented. The development of the start up is traced chrono-
logically from its establishment in 2008 until 2015, and each relationship
that the start up initiated is described in detail. Drawing on the case,
the authors conclude that the start up tended to rely on well-embedded
partners who, however, rarely were able to act as third actors facilitating
other relationships. This case shows that some third actors were able to
perform their role as facilitators without forming a triad with the start up
and business partner. Finally, the authors found that the venture creation
process is both affected by and affects the third actor’s initiation of rela-
tionships and that the roles of third actors, as well as who the third actor
is, will vary according to the start up’s development stage.

Part ll: Relationships Dynamics in New
Business Development

Chapters 3 and 4 start from the consideration that a condition for the
start up becoming a new venture is that it develops business relationships
through which it becomes embedded in a pre-existing business network.
The initial business relationships, particularly with customers and suppli-
ers, are crucial to access and obtain the resources required. Developing
the initial business relationships is complicated by the fact that business
networks are always in motion. These two chapters provide a new lens
through which to examine the critical issues relevant to the successful
development of start ups.

In Chap. 3 La Rocca, Snehota and Harrison address the question ‘How
does a would-be new business venture become embedded in a context in
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motion?’ The authors frame the issue as a process of relating to the (inter-
active) business landscape. This involves developing a set of business rela-
tionships with particular actors with their specific resource constellations
and activity patterns. Exploring the process of relating, the authors stress
the effects of the indeterminateness of connections and the ambiguity of
the economic consequences for the parties. Looking at how the network
position of the new venture affects its development path, the authors
argue that (1) the position acquired by a single business in the network
implies a particular horizon that affects the perceptions and interpreta-
tions of possibilities and liabilities; (2) the position acquired within the
network determines the resources and competences that can be mobilised
through the set of customers, suppliers and other parties; (3) the position
in the business network is a valuable asset but also a liability that enables
certain development paths but inhibits others. The authors conclude that
network positions of the individual businesses are interdependent and
that the individual businesses keep the network ‘in motion’ as they mutu-
ally adjust. Opportunities emerge from the motion in the network. The
implications of coping with a business network in motion are discussed,
and draw on an empirical illustration. The authors conclude that, on
the one hand, relating to the context in motion involves connecting the
emergent venture to the resources, activities and thought worlds of differ-
ent actors in the network, and on the other hand, involves acquiring face
and meaning for the relational partners.

In Chap. 4 La Rocca, Oberg and Hoholm explore the process of the
start ups shifting from the developing setting (university incubators and
other similar ‘hosting environments’) in which they are born, to produc-
ing and using settings of business. The issue is that the developing set-
ting is subject to a knowledge development logic, which is different from
the economic logic that prevails in the producing and using setting. Two
cases of technology-based start ups in a Swedish university context are
used to show the entwinement between innovation and start ups journey.
The cases illustrate how shifting the settings is a complex iterative pro-
gressive and regressive process: the development of a start up depends on
changes in the relevant business networks and on how the newcomer is
perceived by the other parties. In particular, start ups appear constrained
in choosing their path because external factors push them into new arenas
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and sometimes back to the developing setting. The authors discuss how
developing settings, driven by curiosity, academic recognition and scien-
tific methods, contrast with the common drivers of mutual adaptation
and value creation in the producing and using settings of industrial net-
works. The ‘epistemic cultures’ (Knorr Cetina, 1999) of the developing
settings, passionate about exploring epistemic objects (research objects),
often lead to divergence, expansion, multiplication of problems and solu-
tion pathways, which is in contrast to the need to find convergence and
diminish uncertainty by a closure that is required for commercialisa-
tion. Reflections on how to cope with ‘diverging logics’ and the ‘network
impact’ are presented in the final part of the chapter, where the authors
point to the need for ‘improvisation” and ‘reliance on action’ rather than
planning (Leybourne & Kennedy, 2015). They discuss the role of ‘reac-
tive rules’ (Guercini, La Rocca, Runfola & Snehota, 2015) as a key ability
to acquire in the early stages of start up development.

Part lll: Start ups and Technological
Collaboration in Industrial Networks

The chapters in this part (Chaps. 5 and 6) focus on technological col-
laboration, given that start up firms initially lack business relationships
but depend on interacting with others in order to develop their tech-
nologies and products. Start up companies often aim at commercialis-
ing a science-based discovery or invention that needs to be transformed
into a commercial product. The start up’s own research and development
(R&D) activities need to be linked to those of other actors, and in this
process the use of different kinds of external resources may be necessary.
To manage this process with limited resources, collaborating with vari-
ous external partners in technological development becomes a necessary
condition. In addition to making the product function in a developing
setting, the discovery or invention needs to fit into using and producing
settings. In Chap. 5 Laage-Hellman, Landqvist and Lind focus on R&D
collaboration forms, while in Chap. 6 Havenvid focuses on collaboration
between researchers and business actors in a university-organised com-
mercialisation project.
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In Chap. 5 Laage-Hellman, Landqvist and Lind describe and analyse
the ways in which start ups collaborate in R&D. The theoretical frame of
reference relies on the industrial network approach and five key questions
related to R&D collaboration: When, How, Why, Who and What. The
chapter builds on four case studies of start ups from different industrial
contexts. What distinguishes all the cases is the importance of external
R&D collaboration, especially with potential customers and with sup-
pliers and research organisations. Based on a discussion of the cases in
light of the key questions, five forms of R&D collaboration for start ups
are identified. Two forms of collaboration with potential customers are
identified: one displays a pattern of working with parallel tracks, in terms
of testing applications with several customers at the same time; the other
shows a pattern of focusing on collaborative projects with one potential
customer in a certain application area. Third, a specific form of R&D
collaboration is observed—that concerns the solving of specific technical
problems in collaboration with suppliers or universities. The fourth form
is an open form of collaboration with research organisations. It is open
and it may be difficult to foresee what will come out, but it always has
a direction. The fifth form regards the special situation of collaboration
with founding institutions, which initially is very important for spin-offs.
The authors conclude that given the scarce resources of start ups, R&D
collaboration is a balancing act: between parallel tracks and open col-
laboration on the one hand, and focused and specific collaborations on
the other.

In Chap. 6 Havenvid discusses the pressure on universities to supply
the business community with scientific knowledge that can lead to new
ventures, products or services. It is common to assume that there is a
direct link between scientific advancement and innovation, and conse-
quently the main barrier to achieving greater innovation is that this type
of knowledge remains purely ‘scientific’ and is not related to business
needs in an effective way. From an industrial network perspective, the
challenge is interpreted quite differently. The chapter is based on a case
study of a university-organised commercialisation project involving both
researchers and business actors. The case shows that while business actors
were involved in the project, the way their knowledge could be applied
depended largely on how they could engage their existing resources in
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the project and what benefits could be created from doing so. Therefore,
‘general’ business knowledge was insufficient, and even when specific
actors interested in commercialisation were involved, the main challenge
that remained was how to engage in the innovation process in a ben-
eficial way. In the chapter the author suggests that in order to become
an innovation any new product or service needs to fit into the settings
of development, production and use. The author concludes that from
a business network perspective the challenge of bringing science-based
ventures to commercialisation requires combining the new with existing
resource structures within these settings.

Part IV: Academic Spin-Offs and the Issue
of Commercialising Science. Some
Empirical Experiences

This section (Chaps. 7 and 8) explores how academic spin-offs deal with
the issue of commercialising science. It is generally accepted that it is a
tricky and unpredictable process because financial, technical and organ-
isational barriers can emerge and need to be overcome as quickly as possi-
ble. Moreover, in the case of academic spin-offs, one main issue relates to
how to connect science to industrial needs when there is the big risk that
the technology has to be transformed into ‘something else’ in order to fit
with other existing structures. Turning science into a viable solution to
be commercialised involves very complex structures, and it is not always
easy to transform an idea generated within a university setting into a
product to be commercialised. For instance, many heterogeneous actors
are involved; these include scientists and researchers from academia, pro-
ducers who have to manufacture the new technology and users who are
not always ready to adopt it. Therefore, how to fit science into the estab-
lished structures of producers and users constitutes a real challenge.

The authors propose that interpreting such a phenomenon requires
adopting an inter-organisational perspective and focusing on the roles
specific business relationships play. Both cases illustrate how the com-
mercialisation of science is a process that creates several tensions and fric-
tions due to the different agendas of the actors involved. The two chapters
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are based on a case study of two academic spin-offs—one Italian and one
Swedish—which have been struggling to commercialise their technology.

Chapter 7 by Baraldi, Perna, Fraticelli and Gregori illustrates how ini-
tial key relationships influence the commercialisation of science. Using the
case of an Italian academic spin-off—the company Nautes—the authors
emphasise that business ventures are strongly affected by their initial and
key business relationships, which can play the role of facilitators or inhibi-
tors of the commercialisation process. As a consequence, the theoretical
background deals with both the positive and negative sides of building
business relationships from the new business venture’s point of view.

The authors investigate the complex nature of relationships between
new and established companies, focusing on the embedding process of
science over time. The case describes several adaptations between the new
solution and the surrounding context, starting from the first customer
and continuing with the subsequent customer relationships. Particular
attention is paid to the importance of the first customer relationships
in ‘shaping’ the development of the start up. The chapter highlights the
effects of the imprinting derived from the initial relationships with the
independence that seems necessary to let the company embrace ‘others’
within the business network. Therefore, the results suggest that the power-
dependence imbalance, which characterises the relationship between a
small new firm and an established large customer, leads to a burden as
well as opening up new opportunities to connect to new actors.

In Chap. 8 Baraldi, Lindahl and Perna analyse how the commerciali-
sation of science unfolds over time by adopting the concept of vessels.
The starting point is the non-linearity of innovation journeys due to the
complex embedding of a technology in the developing, producing and
using setting. Vessel is a metaphor for identifying any kind of organ-
isational arrangement, such as start ups, project units and established
companies, which carry technologies throughout the innovation journey.
In the theoretical part, it is emphasised how start up firms can be viewed
as the primary vessel that propels technologies on their journey; however,
they need to relate to other actors to find broader support in order for
science to be transformed into a viable product to be commercialised.

By taking the case of the innovation journey of an infrared technol-
ogy, the authors show how different resources and competences have been


http://dx.doi.org/10.1057/978-1-137-52719-6_7
http://dx.doi.org/10.1057/978-1-137-52719-6_8

Introduction: Starting Up in Business Networks—Why Relationships... 13

transferred, combined and transformed by specific vessels in relation to other
vessels. Thus, the process of transforming science into solutions for users
does not necessarily take place within the same organisation, but it happens
within the business relationships formed between the different vessels.

Part V: Start ups and the Role
of Policy Actors

The chapters in this section (Chaps. 9 and 10) focus on the role of policy
actors and the effects of policy support of start up companies. Start ups
generally lack resources, legitimacy and relationships with established
market actors. Hence, policy, both the institutional structures and actors,
can be important in supporting the start ups in their endeavours to
develop and commercialise their ideas and products. The chapters high-
light the supportive functions policy can serve but also identify and dis-
cuss the potential deleterious effects of policies.

In Chap. 9 Shih and Waluszewski discuss different views of value cre-
ation in a policy setting compared to a business setting and what kind
of challenges this poses to university start ups. The chapter illustrates
that through relationships with policy actors, the start up company is
often encouraged to follow a certain development path, such as promot-
ing interactions with actors on the basis that they are local, and on the
creation of assets such as patents. In order to establish and develop a uni-
versity start up, the start up company is more or less pushed to become
an integral part of a policy-supported network. Hence, the environment
composed of the actors in the support structure can limit the university
start up’s ability to combine resources and solicit opportunities from a
broader business network. The authors suggest that in a policy setting
what appears as a valuable research result, suitable for commercialisation
through a start up company, does not necessarily appear as valuable from
a business producer and user perspective. The policy implications that
are derived from this chapter include the suggestion that there should
be a deeper understanding of the effects of institutional start up support
and how this can actually help companies become embedded in these
institutional structures. The cases also illustrate the deleterious effects of
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being ‘too’ embedded in the policy setting. For example, relating to a
set of policy directives can thwart the pursuit of business development.
This, in turn, will affect the start up, especially a university start up, when
transforming combined resources into value-producing innovations in a
business setting.

In Chap. 10 Linné and Shih look at another kind of policy actors,
namely Chinese state actors and how they support start up companies’
innovative activities. Empirical cases from the Chinese biotechnology
industry show how policy actors indirectly and directly steer the start up
networks; in some cases the policy actors are counterparts in relationships,
while in other cases policy actors affect critical relationships indirectly
through various regulatory and support measures. Thus, in establishing
and developing the ‘value net’ or ‘network position’ of the start ups, pol-
icy actors play a crucial role. By taking on a variety of roles, policy actors
try to reduce the uncertainty and risks associated with business activi-
ties related to production structures in the Chinese biotechnology indus-
try. These activities provide support to some start ups and contribute to
industrial development in a prioritised industry in China. The focus of
the chapter on the role of Chinese policy actors directs attention to the
power of policy actors in steering business networks in certain directions.
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Initiation of Business Relationships
in Start Ups

Lise Aaboen, Elsebeth Holmen,
and Ann-Charlott Pedersen

1.1 Introduction

During the last few years, several authors have recognised the need
for more research into how start ups or new business ventures initiate
new relationships. Aaboen, Dubois and Lind (2011) studied how start
up firms develop their initial customer relationships and resource base
in close interaction with customers. Furthermore, La Rocca, Ford and
Snehota (2013) argued that even though developing new business rela-
tionships is demanding for all types of firms, it is particularly critical for
start ups because their offerings are likely to be less developed than the
offerings of established firms. Thus, it is a newly developed interest to
study, understand and manage the process of initiating business relation-
ships for start ups.
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In this chapter we rely heavily on contributions from the field of
relationship initiation and development within the industrial network
perspective (e.g., Aarikka-Stenroos, 2008; Edvardsson, Holmlund &
Strandvik, 2008; Ford, 1980; Wilson, 1995), which have argued that
more research is needed on the beginnings of business relationships.
There are a number of reasons why this particular topic has been given
less attention than other business relationship-related topics. For exam-
ple, Aarikka-Stenroos (2008) argued that relationship initiation is a
blurred phase involving many actors, thus making it a particularly dif-
ficult phase to study. On the other hand, Holmen et al. (2005) main-
tained that because economic value is often seen as being generated only
after the business relationship has become more fully developed, its ini-
tiation is overlooked. Another reason could be that, at the beginning
of the ‘relationship paradigm’, explaining long-lasting relationships was
deemed more important.

In the present conceptual chapter we combine literature that focuses
on business relationship initiation and development for all types of
firms and situations with literature that specifically addresses the
relationship-initiation process and resource-based development for
start ups. Thus, the aim of this chapter is to identify different facets
of the relationship-initiation process in order to make its otherwise
ambiguous nature more accessible to researchers, students and start up
managers seeking to initiate business relationships. Further, we present
the different facets alongside suggestions for future research on busi-
ness relationship initiation in order to depict the reality of start ups in
a more nuanced way.

The structure of the chapter is as follows. First, we discuss the meth-
odology used for selecting relevant articles and papers for the literature
review and for identifying different facets from the literature on busi-
ness relationship initiation. Second, we present the six identified facets
of business relationship initiation. While doing so, we pay particular
attention to whether start up companies are directly considered in an
article or in combination with other types of businesses, such as estab-
lished companies. Finally, we offer conclusions and suggestions for fur-
ther research into business relationship initiation in general and start up
companies in particular.
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1.2 Note on Methods

In order to identify articles that focus on the initiation of business rela-
tionships, we first made structured keyword searches in a literature data-
base. Key articles identified in these searches formed the basis for a cited
reference search and examination of relevant references, through which
additional articles and papers were identified. For the main literature data-
base, we chose ProQuest ABI-Inform, which is widely recognised within
the fields of economics and business administration and contains approx-
imately 3000 scholarly journals. We made several searches for keywords
in abstracts in this database. The first search was for the words ‘initiation’
and ‘relationship’ combined with the words ‘business’ or ‘customer’. The
rationale for such search criteria was that it would locate articles central
to the field of business relationship initiation. The search resulted in 50
articles. Not surprisingly, however, many of the identified articles focused
more on relationship initiation in general than on relationship initiation
in start ups in particular. In order to identify articles specifically focused
on start ups, the words ‘customer relationship’ and ‘entrepreneur™ were
combined in the next keyword search. This search generated 180 articles.
However, even though this new search generated more articles focusing
on start ups than the first search, these articles tended to focus more on
how entrepreneurs utilise customer relationships for resource acquisition
and product development than on the initiation of such relationships per
se. In the ‘traditional’ entrepreneurship literature (e.g., Anderson, Dodd
& Jack, 2010; Slotte-Kock & Coviello, 2010), the focus of business rela-
tionship studies tends to be on the resources and capabilities that such
relationships and associated networks can provide access to. Examples
include the relationship between early network development, knowledge
creation and technology transfer (Pérez & Sdnchez, 2003), and social
capital and knowledge acquisition (Yli-Renko, Autio & Sapienza, 2001).
A related branch of literature (also focusing on entrepreneurs and cus-
tomers) is the study of entrepreneurial marketing (cf. Eggers, Hansen &
Davis, 2012; Mort, Weerawardena & Liesch, 2012). However, this type
of literature is more of a subsection of traditional market literature that
explores strategies applicable for a start up in the context of an anony-
mous market.
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In the third search, we looked for the keywords ‘selling’ and ‘entrepre-
neur® in abstracts in order to get closer to the moment of customer acqui-
sition. This search resulted in 162 articles. In addition to articles within our
field of interest, the search also returned articles about salespeople in large
organisations who act as entrepreneurs when selling. Such articles were not
included in the literature review. In each of the three searches, we found rel-
atively few articles that fell within our field of interest, which is not surpris-
ing since this is an emerging field. However, through combined searches,
we identified articles that we knew of beforehand as well as articles, which
were relevant but unknown to us previously. Since relationship initiation
in the context of start up business networks is particularly interesting from
a research point of view in the Industrial Marketing and Purchasing (IMP)
tradition, we complemented our searches in the ProQuest ABI-Inform
database with searches for the same keywords in the IMP database. This
database contains all conference papers from IMP conferences. As expected,
we recognised many of the papers in the IMP database as conference ver-
sions of the articles we had selected from the ProQuest ABI-Inform data-
base. In the IMP database, we also found many papers dealing with other
issues, since the word ‘relationship’ is central in IMP literature and is there-
fore used in many different contexts. Following the selection of relevant
key articles, the next steps were to examine their reference lists and search
for articles that referred back to the key articles. When the articles to be
reviewed had been selected, we carefully read through them with the aim
of identifying facets that characterise the literature on business relationship
initiation. While doing so, we also paid attention to whether or not the
literature covered relationship initiation in start up companies specifically.

1.3 The Six Facets of Initiating Business
Relationships in Start Ups

From the investigation process described above, we identified six facets of
business relationship initiation literature. Related to the issue of relation-
ship dynamics over time, two facets of the process of relationship initiation
were identified:
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— Initiation of business relationships as constituting the first states in
the business relationship development process

— Initiation of business relationships as @ process on its own, separate
from subsequent states of the business relationship development
process

Concentrating on whose perspective is taken in business relationship
initiation, one facet was identified:
— Two possibly different perspectives on the initiation of business
relationships

Focusing on the network context of business relationship initiation, two
facets were identified:

— Categories of third actors who play an active role in business rela-
tionship initiation

— One of the involved actors’ portfolio of other relationships surround-
ing the focal business relationship being initiated

Related to the resources involved in business relationship initiation, one
facet was identified:
— Initiation of business relationships as an interaction between resource
entities

While most of the articles and papers in this review mainly address one
of these six facets, some of them cover more than one. We view the fact that
some articles include several overlapping facets as a positive aspect for this
area of research. The overlaps indicate that the facets are actually facets of
one potential literature stream rather than fragmented groups of articles. As
mentioned in the introduction, the aim of this chapter is to identify these
facets at the intersection of business relationship literature and start up lit-
erature, not to summarise all articles found in the search for each facet indi-
vidually. In the description of each facet, only the articles that we need to
refer to in order to describe the facet are included, even though we needed
to examine additional articles to identify the facets. In a few instances, we
also used contributions that were not from the initial search in the descrip-
tions. These contributions enabled us to use empirical examples to illustrate
the facets in order to make the nature of the chapter clearer to readers.
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1.3.1 Initiation of Business Relationships as
Constituting the First States in the Business
Relationship Development Process

As mentioned in the introduction, business relationships are vital for start
ups. Business relationships enable start ups to combine resources and
become embedded in a network. We found that the articles, which dis-
cussed the business relationship development process, only used mature
firms as empirical examples. In this chapter, we first present the main
issues in the business relationship development process literature and then
discuss these issues in connection with start ups. Exactly when the rela-
tionship initiation starts and ends has been a subject of scholarly debate,
but most agree that relationship initiation consists of a pre-relationship
state, followed by an early-relationship state, and then culminating with
the signing of a contract. Therefore, in this section, we discuss these rela-
tionship development states, as well as factors that influence the transition
between them including the influence of previous relationship histories.
According to more recent relationship development models, the initia-
tion of new business relationships can both include and be influenced by
the reactivation of dormant or previously terminated relationships.

The most well-known and cited stage model is the one presented by Ford
(1980). The model has five stages: (1) the pre-relationship stage, (2) the
early stage, (3) the development stage, (4) the long-term stage and (5) the
final stage. Moreover, each of these stages is characterised by five important
variables: experience, uncertainty, distance, commitment and adaptation.
Similar stage models have been developed by Dwyer, Schurr and Oh (1987)
and Wilson (1995), among others. An important assumption of the model
is that a business relationship consists of two active parties who interact in
episodes where adaptations take place. These adaptations lead to increased
investment by both parties, which in turn leads to increased commitment.
During the different stages, distances and uncertainty between the parties
decrease as experience increases. The distances referred to here can be bro-
ken down into five elements: social distance, cultural distance, technologi-
cal distance, time distance and geographical distance (Ford, 1980).

A recent contribution to the stream of literature focusing on initiation
as the first part of relationship development was a study conducted by
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Mandjdk, Szalkai, Neumann-Bodi, Magyar and Simon (2015). In their
study, the authors created an empirical framework by merging the first
stages of five previous stage models and then focusing specifically on the
trust-building process that takes place during them. They found that the
trust-building process occurs at both the personal and organisational level.

Several authors have criticised the stage theory for not taking into
account the complexity of relationships and for being deterministic. In
response to these criticisms, the states theory (Batonda & Perry, 2003) was
developed, which posits an evolution of unpredictable states—in other
words, the relationship initiation process can move between states in any
sequence or order. According to the states model, the process can also move
into a dormant state, becoming inactive for a period of time. Polonsky,
Gupta, Beldona and Hyman (2010) contributed to the model by adding a
de-actualisation phase that the relationship can move into and out of from
any other phase. This addition enables the investigation of both active and
inactive relationships simultaneously and emphasises the important influ-
ence of previous interactions on current developments, since many new
relationships may in essence be reactivated forms of older relationships.

The business relationship development models only deal with mature
firms. It may be possible to argue that the long-term aspect is less relevant
for start ups and more difficult to study in connection to start ups since
both the firm and their relationships are new. However, it is important
for start ups to strategise in the early stages of business relationship devel-
opment in order to ensure that it will be less problematic later on (cf.
Aaboen & Lind, 2016). It is therefore relevant for start ups to not only
know the intended future of their business relationships but also be able
to analyse present events in light of theoretically possible futures.

1.3.2 Initiation of Business Relationships as a
Process of its Own, Separate from Subsequent
States of the Business Relationship
Development Process

The process of initiating business relationships is important for start ups
to master quickly since customers are necessary for revenue and resources
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tend to be scarce at first. Start ups may save a lot of time if they are able
to learn from early attempts to initiate business relationships. The pro-
cess models of business relationship initiation would therefore be more
practically applicable for start ups if they were less ambiguous than they
are currently. Based on a literature review and inductive investigation of a
Dutch company, Holmen et al. (2005) claimed that there are at least 11
different types of business relationship initiations, including counterparts
who initiate contact, meetings at trade shows and third parties known
by both initiates and contacts. Edvardsson et al. (2008) introduced a
model of the seller’s position during business relationship initiation from
the buyer’s perspective, consisting of three statuses: unrecognised, recog-
nised and considered, leading to a business agreement. The process may
move between the different statuses at any pace and in any order. The
model also includes converters and inhibitors. The converters contribute
to forward or backward movement, while the inhibitors cause the busi-
ness relationship initiation process to linger. Several different converters
and inhibitors may contribute simultaneously. Examples of converters
are time, trust and service offerings; examples of inhibitors are image, risk
and bonds (Edvardsson et al., 2008).

Whereas Edvardsson et al. (2008) focused on the business relationship
initiation process between the seller and buyer in moving towards the
signing of a contract, Cooper and Budd (2007) put more emphasis on
the part of the process whereby customer is selected or found. Cooper
and Budd (2007) referred to this part of the process as the sales funnel:
where the pool of candidates becomes increasingly smaller at every stage.
The stages to which they referred are right-size market, right-size lead
pool, qualified prospects pool, bidding pool, contracted and scheduled
projects pool, and project release. Their model is even more one-sided
than that proposed by Edvardsson et al. (2008) in the sense that the
focal firm is assumed to be the one that decides which potential custom-
ers move on to the next stage of the process. Cespedes, Dougherty and
Skinner (2013) placed even greater emphasis on selection by suggesting
that the customer selection process takes place as an internal exercise in
a firm through which the stages are assembled, customer data are anal-
ysed, preliminary hypotheses are developed, refined and modified, and
the ideal client profile and implications are communicated. According to
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Cespedes et al. (2013), this exercise is closely linked to opportunity man-
agement and improves the sales productivity of new ventures. In the pure
sales literature, the precise role of a salesperson when utilising specific
elements of this type of selling is explained, such as opportunity recogni-
tion (cf. Bonney & Williams, 2009) and customer preferences in regard
to selling strategies (cf. Sharma & Pillai, 1996); this degree of detail in
selling techniques, however, is outside the scope of this chapter.

Companies that have been involved in several business relationship ini-
tiation processes may be well acquainted with their intricacies. However,
to enhance our understanding of them, a more systematic reflection by
means of detailed models may be beneficial. For start ups, a systematic
reflection on business relationship initiation processes may enable them to
become better at initiating relationships more quickly. Both Edvardsson
et al. (2008) and more sales-related literature focus on the process of get-
ting to a sale. How to get to a sale is described as a process whereby the
focal firm remains the same throughout the process. However, this is not
necessarily true for start ups, which may change their products over the
course of the business relationship initiation process. This also happens
in mature firms, but it is a larger factor for start ups.

1.3.3 Two Possibly Different Perspectives
on the Initiation of Business Relationships

In the discussion of the facet of initiation as a process of its own, it was
mentioned that product changes are an important component for start
ups in the initiation of business relationships. However, it is also impor-
tant to take into consideration that there are two active actors in a busi-
ness relationship. Although this is one of the fundamental components
of IMP (cf. Ford, 1980), it tends to be at least partially overlooked when
dealing with business relationship initiation. There seems to be a pro-
pensity for using a focal firm rather than a focal relationship or two focal
actors as a starting point for models and studies. As argued by Mandjdk
et al. (2015), the initiation of a business relationship is a result of the
decisions and actions of the actors involved. Hence, there are at least
two actors that should be taken into consideration: the focal firm and
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the customer. However, several of the initiation models within business
network studies tend to use only the viewpoint of one of the two actors.
These studies thereby fail to take into account the interactive dimension
of the initiation. However, previously proposed models may be used in
a more dyadic and interactive manner. For example, Edvardsson et al.’s
(2008) initiation model could be used for a two-sided study if the frame-
work is applied to both actors in the dyad instead of only one. This pos-
sibility was explored by Ostensen (2013) with a framework based on
Edvardsson et al. (2008). In the extended two-sided framework, both a
firm and a customer may enter the business relationship initiation phases
unrecognised, recognised and considered; both a firm and a customer
can also be affected by converters and inhibitors when moving between
phases. It is not until both firms arrive at a business agreement that the
relationship initiation is complete. @stensen’s (2013) framework also
uses the third-actor concept from Aarikka-Stenroos (2011) to argue that
third actors may influence the process from either the firm’s point of
view, the customer’s, or both. Furthermore, Ostensen (2013) argued that
Edvardsson et al.’s (2008) business relationship initiation process was not
sufficiently detailed and therefore divided the unrecognised phase into
unawareness, general awareness and specific awareness. Using a frame-
work that integrates the perspectives of firms and customers (i.e., a focal
relationship initiation rather than a focal firm) opens up the possibility
of more carefully analysing whether the two actors in a business rela-
tionship consider it to be in the same phase, as well as the actions taken
based on their assumptions. Consequently, it would be easier to define
relational factors acting as converters and inhibitors in the relationship.
Furthermore, it would enable a more careful analysis of how intentional
movements between different phases appear from the perspective of both
parties.

Considering both sides of the business relationship is important for
established businesses as well as start ups: it reminds all companies that
there are two active parties in the relationship, and that each may have
different perspectives on both the relationship and its development tra-
jectory. For start ups, it is important to realise that their counterparts
have their own perspectives, and that their interest in initiating a relation-
ship with them likely depends on self-interest. In practice, it would be
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difficult for a start up to fully understand the other actor or everything
taking place in the business relationship since it is, of course, seen from
the viewpoint of the start up itself. However, research studies that con-
centrate on focal interactions may provide a more accurate account of
what is actually taking place.

1.3.4 Categories of Third Actors Who Play an Active
Role in the Initiation of a Business Relationship

Several branches of literature have argued that business relationship ini-
tiation is complex and does not take place in a vacuum. Aarikka-Stenroos
and Halinen (2007) examined the personal and organisational actors
who influence business relationship initiation, and other studies have also
mentioned mediators who either facilitate the initiation or contribute
to it (e.g., Aarikka-Stenroos, Aaboen & Rolfsen, 2015; Mainela, 2007;
Ring & Van de Ven, 1994; Ritter, 2000). Also, in the literature on social
networks, authors such as Jack (2005) and Hite (2005) have focused on
how start ups access resources and important partners by being embed-
ded in a social network wherein their current relationships stimulate new
relationships via mediation; that said, among business network articles
focusing on start ups, this type of study is less prevalent. However, most
business relationship initiation studies focus on the two parties between
whom a relationship is being initiated. An exception is Aarikka-Stenroos
and Halinen’s (2007) exploration of third parties (or third actors) who
promote business relationship initiation through their actions during the
initiation process. A third actor could be either a person or an organisa-
tion. Based on 20 interviews with buyers and sellers, Aarikka-Stenroos
and Halinen (2007) also defined 12 different roles that third actors
can have during the initiation: scouter, awareness builder, need creator,
access provider, accelerator, advocate seller, matchmaker, trust builder,
evaluation assistant, expectations builder, risk reducer and concrete evi-
dence provider. These roles can be performed passively, where third par-
ties allow the use of their names; reactively, by answering questions; or
actively, by making introductions. One application of this model is the
initiation of business relationships across geographical boundaries. Other
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IMP researchers also take third actors into account, but do not focus on
them with the same level of detail. For instance, Henneberg, Mouzas and
Naudé (2009), p. 109 noted ‘the relationship between buyer and seller is
often dictated, at least to some degree, by other actors beyond this imme-
diate dyad’ as a complication to their conclusions on customer segmenta-
tion in B2B markets. The notion of third actors has also been considered
in studies of entrepreneurial relationships that do not apply the IMP
approach. Venkataraman and Van de Ven (1998) discussed environmen-
tal instabilities as an important factor that could cause entrepreneurs to
lose some relationships and add new ones. In other words, their study
addressed the fact that business relationship initiation does not occur in
a vacuum.

Among the previous studies that have explored business relationship
initiation processes, some have concentrated on particular aspects of these
business relationship initiation process in terms of content and applica-
tions. For example, Leek and Canning (2011) examined the role of social
capital during the initiation of business relationships; they found that the
networking performed by the involved parties was of more importance
for initiating business relationships than the existing social capital they
had at their disposal. Types of networking differed in terms of the amount
of time invested and the frequency of communication, as well as in terms
of being either deliberate or unplanned, or direct or indirect. By contrast,
De Clercq and Rangarajan (2008) focused on the relational support that
the entrepreneur perceives from the customer as a factor that influences
the outcome of the relationship. This type of study tends to ignore the
internal workings of the business relationship initiation and development
process to a large extent by only measuring the input and output.

However, there is still a dearth of studies that focus on third actors
in detail. Concentrating on third actors in studies of start up business
relationship initiation would be particularly timely at present, since the
entrepreneurship literature is attempting to understand the growth of two-
sided platforms following the emergence of a large number of Internet-
based platforms, which connect different types of users and customers
(cf. Caillaud & Julien, 2003; Eisenmann, Parker & van Alstyne, 2006;
Osterwalder & Pigneur, 2010). One famous example of such a platform
is Uber, which connects people willing to work as taxi drivers with people



1 Initiation of Business Relationships in Start Ups 31

in need of taxis. In the context of two-sided platforms, each business
relationship initiation depends on the existence of many customers or
important customers on either one side or both sides of the platform.
Due to resource constraints, start ups need to carefully strategise about
how to quickly reach a critical mass of customers on both sides of the
platform in order to benefit from the network effects of existing custom-
ers. Dyvik and Werness-Vold (2015) explored this phenomenon using
an in-depth case study of the student start up Dirtybit, which managed
to reach over 60 million global users, became number one on the Apple
App Store in 10 different countries, and generated $3 million (USD)
within one year of launching their app game Fun Run. In their study,
Dyvik and Wearness-Vold (2015) found that Dirtybit initially devoted
most of their attention to the consumer side of the platform, returning
to the B2B side after they had a network of consumers and users large
enough to negotiate better agreements with more valuable business part-
ners. On the consumer side of the platform, Dyvik and Wearness-Vold
(2015) identified a particularly important group of third actors called
ambassadors. Ambassadors can be either consumers who make in-game
purchases, users who play without making purchases, or neither. The
important contribution of ambassadors is that they talk about the game
with their friends and on social media such as Twitter, thus generating
more consumers. Therefore, an important way of attracting consumers
to an app game organised as a two-sided platform is to encourage ambas-
sadors to talk about the company and its games via contests, famous play-
ers, game-specific news and other potential talking points.

That third actors can influence business relationship initiation is
important to consider for both established businesses and start up com-
panies. Attending to this issue reminds a company that third actors can
enable as well as hamper the initiation of a relationship. For start ups
that have a limited set of diverse relationships, it is particularly important
that they scrutinise how their current relationships could facilitate the
initiation of new business relationships. The importance of appropriate
responses to introductions to potential customers enabled by third actors
may also become clearer in light of the importance of third actors for
business relationship initiation. The third actor influence will be further

discussed and empirically illustrated in Chap. 2 of this book.
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1.3.5 One of the Involved Actors’ Portfolio of Other
Relationships Surrounding the Focal Business
Relationship Being Initiated

To gain a more holistic view of the portfolio of relationships in a start
up, it is important to know which relationships should be prioritised
and developed further. The strategising in the portfolio is connected to
what patterns of relationship development states in the portfolio that will
bring a start up to its goals (cf. Aaboen, Holmen & Pedersen, 2014). In
this section, we encourage firms to take a holistic view of their complete
portfolio of business relationships when initiating and developing new
relationships. In the sales literature, there is a stream of studies that argue
that sales and product development should be integrated rather than
separated. Pitkinen, Parvinen and Toytiri (2014), for example, are pro-
ponents of value-based selling and proactive sales orientation, where the
value of the product rather than the product itself is identified, quanti-
fied, communicated and verified through contact with potential custom-
ers. This orientation would solve the problem of not knowing what the
final product of the start up will be at the time the customer relationship
is initiated. However, sales-funnel theories also seem to assume the pos-
sibility of ‘choosing’ a customer. By combining the sales-funnel model
with the business relationship initiation models from IMP, it is possible
to create a framework that allows us to identify a selection process driven
by the need to initiate contact with many potential customers and to
analyse interactions after contact has been made. The goal of many sales
models is only to sell a product, but since start ups need to continuously
interact with customers in order to develop their products and businesses,
ongoing relationships are at least as important as their initiation. In their
exploration of how to reach an agreement with pilot customers, Hetzel,
Neergard and Serensen (2015) constructed a framework consisting of
the following phases: search and select, contact, get to know, negotiations
and agreement. The phases are illustrated as a funnel in order to empha-
sise that the start up may need to engage in early interactions with several
different potential pilot customers in order to be able to identify those
with whom to interact more intensively. Early interactions with multiple
potential pilot customers may need to take place simultaneously since
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the success of the start up is time-sensitive. Between all phases, there are
also potential influences from third actors and potential iterations since
the start up may learn how next to proceed in their business relationship
initiation during their interactions. Due to the nascency of a start up
firm’s development and product(s), the type of pilot customer needed
may change. This may cause the relationship to move backward during
the relationship initiation as well as after an initial agreement is reached.

The business relationship portfolio is important to consider for both
established businesses and start ups. From a relationship dynamics per-
spective, the portfolio may consist of relationships in different stages or
states. For established businesses, it is crucial to take into account whether
a favourable balance exists between new relationships, early-stage relation-
ships and mature relationships. For a start up, however, most of its rela-
tionships will be in an initiatory state. As a result of resource constraints,
a start up should consider its prioritising and allocating of resources to dif-
ferent business relationship initiations and development processes when
establishing a productive set of initiation processes that will stimulate
its development. In other words, a start up may need to use a portfolio
approach for simultaneously commencing initiation processes with several
actors so that it will have several options to develop further, depending on
how the interactions and the start up develop. The start up may also need
to use a portfolio approach in terms of initiating many different kinds of
relationships simultaneously rather than sequentially. Even though a rela-
tionship with, for instance, a potential future customer or a buyer of the
entire start up may not need to be fully developed, it may still provide a
sense of direction with regard to which relationships and products should
be further developed, as well as for the start up as a whole.

1.3.6 Initiation of Business Relationships as an
Interaction Between Resource Entities

Start ups often develop their firms, products and strategies simultaneously
while initiating their first business relationships. Start ups will often make
adjustments in order to be compatible with the structures of their potential
business partner(s). Early business relationships will therefore inform the
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development of the start up itself. Several of the studies that investigated
adjustments made to enhance compatibility with potential business partners
are based on the four resource entities model (Hiakansson & Waluszewski,
2002). The model is used for identifying changes in the relationships, busi-
ness units, products and facilities of start ups. Examples of studies that have
applied this model include Aaboen et al.’s (2011) examination of the initia-
tion of first-customer relationships and Oukes and von Raesfeld’s (2014)
research on the initiation of business relationships between start ups and
more powerful counterparts. In general, the four resource entities model
is common in studies of start ups and new ventures in a network context,
although many of these studies focused on the connection between start
ups and networks (c.f. La Rocca et al., 2013) rather than the relationship
initiation process itself. Mainela, Pernu and Puhakka (2011) viewed the
venture creation process as consisting of three interrelated processes: busi-
ness opportunity-centred processes, where the start up becomes embed-
ded in a social network; technology-centred processes, where the start up
becomes embedded in a technological network; and internationalisation-
centred processes, where the start up becomes embedded in an inter-firm
network. Compared to the articles applying the four entities model, the
venture creation process approach is similar in that it considers interrelated
processes whereby several aspects of the start up develop simultaneously as
part of interactions with customers and other actors.

Managers may benefit from considering how their companies and
resources can change as a result of new business relationships being initi-
ated. For established companies, the initiation of a new business rela-
tionship may not lead to major changes for the company. However, the
initiation of a new business relationship can also create friction when
faced with inertia in a company’s established resources, activities, business
models, offerings and value propositions. By contrast, a start up company
is just beginning to gather its resources and may be heavily influenced by
resource interactions in the business relationship initiations it engages in.
To properly shape a start up, some plasticity in terms of its resources will
likely be necessary and also beneficial in resource interactions. However, a
start up should also consider limiting its plasticity and balancing between
resource plasticity and resource rigidity, at least initially, to avoid wasting
time in the start up development process (cf. La Rocca et al., 2013).
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1.4 Conclusion and Implications for
Future Studies on the Six Facets

The present chapter was written based on the assumption that relation-
ships matter. In this chapter, we presented six facets from the literature
on start up business relationship initiation: (1) the initiation of business
relationships as constituting the first states in the business relationship
development process, (2) the initiation of business relationships as a pro-
cess of its own, (3) focal relationships instead of focal actors, (4) third
actors playing an active role in the initiation of business relationships,
(5) one of the focal actors’ portfolio of other relationships and (6) the
initiation of business relationships as an interaction between resource
entities. When presenting these facets, we made some observations: (1)
the present literature on business relationship development is primarily
focused on mature firms even though it is important for start ups to be
able to analyse their present relationships as well; (2) the present busi-
ness relationship initiation literature does not take into account that
products may be developed as part of the business relationship initiation
process; (3) it is important to define both sides of the business relation-
ship, not just the perspective of one of the actors. We should therefore
focus on focal relationships rather than focal actors; (4) third actors are
particularly important for start ups in initiating business relationships;
(5) since start ups have limited resources, they should take their entire
portfolio of business relationships into account when deciding how to
strategise and prioritise. Due to the lack of knowledge about how a start
up will develop, it is also important to initiate business relationships with
several different actors simultaneously and decide which to develop later
on; (6) it has become popular to view business relationship initiation as
an interaction between resource entities, and it is important for start ups
to consider which resources to keep constant and which to change when
necessary. Determining the right balance between resource rigidity and
plasticity will help a start up develop products that will be bought by
customers without having to adapt it for each customer.

From our review of the literature, it is evident that in articles deal-
ing with the structure and process of interactions between actors, there
were few references that focused specifically on start ups. Instead, most
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of the literature on start ups was found in articles that viewed the initia-
tion of business relationships as an interaction between resource entities.
Based on these findings, we suggest that the understanding of the start
up phenomenon would benefit from cross-fertilisation of articles focus-
ing on business relationship development processes and articles focusing
on interactions between resource entities. We also posit that the resource
entities interaction component should be given more weight in future
research on business relationship development models in order to make
them more relevant for start ups. In most models, the initiation pro-
cess is usually assumed to have taken place when the interaction between
resource entities occurs. For start ups, however, it may be particularly
important to understand the interplay between the business relation-
ship initiation and the interaction between resource entities. Finally, the
articles focusing on business relationship development processes and the
articles focusing on interactions between resource entities mainly take
only actors and resources into account. There is still a dearth of studies that
attend to the activities that take place during business relationship initia-
tions among start ups. Holmen et al. (2005) stressed the importance of
activities by focusing on the places where business relationship initiations
begin as well as the activities actors engage in at these places. Hence, in
addition to merging the branches of research that focus on actors and
resources, an activity component should also be added in future studies
of the initiation of business relationships among start up companies.
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Third Actors Initiating Business
Relationships for a Medical Device
Start Up: Effect on Network Embedding
and Venture Creation Processes

Tamara Oukes and Ariane von Raesfeld
on behalf of the PCDIAB consortium

2.1 Introduction

It is widely recognised that it is essential to the survival and growth of start
ups to initiate, develop and maintain business relationships (e.g. Aaboen,
Dubois & Lind, 2011; La Rocca, Ford & Snehota, 2013). Only through
establishing business relationships can start ups embed themselves in the pre-
existing developing, producing and using setting (Hakansson, Ford, Gadde,
Snehota & Waluszewski, 2009). However, start ups often experience dif-
ficulties in initiating the necessary business relationships (Prashantham &
Birkinshaw, 2008). To cope with this challenge, Oukes and Raesfeld (2014)
found that a start up used the mediating function of its partners to initiate
new relationships. They showed that after it was made aware of, introduced
to or referred to a potential partner by one of its existing partners, the start
up could mobilise valuable resources from new partners.
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Other researchers (e.g. Aarikka-Stenroos, 2011; Aarikka-Stenroos &
Halinen, 2007; Kirkels & Duysters, 2010; Yin, Wu & Tsai, 2012) have
also highlighted the important role of ‘third actors’ in initiating relation-
ships. Nevertheless, these studies focused on the perspective of the third
actor—the one who connects—rather than the actors that are connected.
Yet, the connection function of a start up itself is usually limited due to a
lack of power, influence, information and control benefits, as well as the
constraints on network activities with which it is confronted (Shipilov, Li
& Greve, 2011; Yin et al., 2012). Nonetheless, the connection function of
its partners can support the initiation of a start up’s business relationships
in two ways. First, third actors reduce the uncertainty associated with the
competencies and resources of a start up’s potential partners by connecting
complementary partners in a way that is beneficial to all parties (Howells,
20006). Second, a start up can mitigate the possible detrimental effects of
its limited network by relying on its partners to connect some of their
existing relationships to the start up (Holmen & Pedersen, 2003).

In addition, research has shown that the initiation of business rela-
tionships will affect the extent to which the start up embeds itself in
the pre-existing network and develops its business (Lamine, Jack, Fayolle
& Chabaud, 2015). For example, Mainela, Pernu and Puhakka (2011)
define four specific behaviours—internal problem-solving, external solu-
tion creation, opportunity selling and opportunity organising—as the
primary drivers of the development of start ups and embedding them in
networks. Although these studies have given us a valuable understanding
of the network-embedding process and start up business development,
this type of study usually looks at the initiation of several dyads, that
is, the relation between two organisations (e.g. Aaboen et al., 2011; La
Rocca et al., 2013), or the initiation of a portfolio, that is, the relations
of a single organisation (e.g. Anderson, Dodd & Jack, 2010; Huggins,
Izushi, Prokop & Thompson, 2015; Mainela et al., 2011). However,
relatively little research has investigated the effect of third actors on the
network embeddedness and business creation processes.

In summary, only limited research has been undertaken into how
third actors influence the process of start up relationship initiation and
how this in turn affects the process by which they embed themselves in
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the pre-existing network and develop their business. Therefore, our aim
is to investigate how third actors influence a start up’s business relation-
ship initiation and subsequent network embedding, as well as its business
development. 'This research’s aim is addressed in a case study of a start
up. The company involved is developing a medical device for the treat-
ment of persons with diabetes. In the medical device industry, innovation
is located within networks in which universities, start ups, established
firms, venture capitalists and professional service firms collaborate.
Especially in such a network-based structure, centrally positioned third
actors can support the emergence of resource constellations and activity
patterns between start ups and other members of the network (Styhre &
Remneland-Wikhamn, 2016). This chapter starts by sketching a frame-
work of the relevant theory. After that, the method used to address the
research aim is briefly discussed. The ‘Results’ and ‘Discussion’ sections
describe the findings of the case study, analysing the key findings in light
of the theory. The chapter ends with our conclusion, discusses the limita-
tions and avenues for future research.

2.2 Theory

2.2.1 Third Actors and a Start Up’s Relationship
Initiation

Edvardsson, Holmlund and Strandvik (2008) showed that the process
of relationship initiation consists of three statuses, with increasing likeli-
hood that a business agreement will be achieved: (1) unrecognised, that
is, the parties do not know each other; (2) recognised, that is, there is
an awareness of the parties of mutual business opportunities; and (3)
considered, that is, companies negotiate the objective, scope and terms
of the business relationship. The relationship initiation process ends
and the relationship begins with the closing of a business agreement.
Although the authors developed a conceptualisation of the dynam-
ics in the business relationship initiation process, they did not con-
sider the role and function of third actors in this process. Yet, business
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relationships—especially those of start ups—seldom start from direct
approaches, such as cold calls, but often come about with the support of
third actors, which introduce two or more matching business partners
(Aarikka-Stenroos, 2009).

In particular, third actors are considered to have three functions and
four roles in relationship initiation within the Industrial Marketing and
Purchasing (IMP) tradition. Holmen and Pedersen (2003) discern three
mediating functions of three actors: joining, relating and insulating.
Joining enables direct coordination on some aspects between the firm
of interest and the firm’s counterparty. Relating facilitates coordination
between the firm and a third party via the counterparty, with both parties
having knowledge of each other. /nsulating permits coordination between
the firm and the third party without the parties having any knowledge
of each other. In addition, Aarikka-Stenroos and Halinen (2007) classify
12 roles in four main categories: awareness, access, matching and speci-
fying the deal. Awareness involves identifying potential partners, build-
ing awareness among suitable partners and creating a need for a specific
partner. Access refers to establishing contact between partners, speeding
up the initiation process and delivering marketing information. Mazching
includes evaluating the fit between partners, offering information about
the trustworthiness of a partner and assessing the quality of a partner.
Specifying the deal involves providing prospects of the relationship out-
come, offering risk-reducing information and making intangible services
tangible.

Both Holmen and Pedersen (2003) and Aarikka-Stenroos and Halinen
(2007) emphasise the facilitating role of third actors in fostering rela-
tionship initiation. However, outside the IMP tradition, scholars have
identified two main types of third actors based on the seminal work of
Simmel and Wolff (1950): rertius gaudens and tertius iungens. Iertius
gaudens, or ‘the third who enjoys’, benefits of a position between two
disconnected actors by their active separation (Burt, 1992, 2000). Zertius
iungens, or ‘the third who connects’, connects actors in a network by
either introducing disconnected actors or facilitating new coordination
between connected actors (Obstfeld, 2005). Thus, we argue that third
actors may be capable of stimulating advancement and removing blocks
that inhibit progress in a start up’s relationship initiation. By contrast,
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they may also be capable of strengthening blocks against moving forward
and provoking backwards conversion. However, it remains unsettled how
the functions and roles of third actors drive or inhibit relationship initia-
tion from unrecognised, recognised to considered statuses. Therefore, the
first research question of this chapter is: How do the roles and functions of
third actors drive or inhibit a start ups relationship initiation?

2.2.2 Third Actors and a Start up’s Network
Embedding

Network embeddedness is ‘the dependency of a firm on its links with
other actors in an industrial network’ (Yli-Renko & Autio, 1998, p. 256).
Embeddedness can be divided into three settings (Hékansson et al.,
2009), based on the dominant type of activities connecting an organisa-
tion to a network (Yli-Renko & Autio, 1998): the developing, producing
and using setting. In the developing setting, new ideas are developed;
in the producing setting, the developed ideas are produced, and in the
using setting, the ideas produced are used commercially (Hakansson
et al., 2009). Start ups are usually not yet embedded in the pre-existing
networks within these settings (Oukes & Raesfeld, 2016). Yet, becoming
embedded is crucial to a start up’s survival and growth (Bliemel & Maine,
2008) because it always builds on the resource constellations, activity
patterns and a web of actors in the pre-existing network (Snehota, 2011).
Moreover, the value of a start up’s resources depends on its connections to
the resources of others, and the outcome of its activities is interdependent
with its counterparts’ activities (Hékansson et al., 2009). Although it is
widely recognised that becoming embedded in the pre-existing network
is essential to start ups (e.g. Bliemel & Maine, 2008; Yli-Renko & Autio,
1998), so far we have no in-depth understanding of how start ups estab-
lish themselves therein. To shed new light onto how this process unfolds,
we aim to explore the role of the third actor.

To embed themselves in the developing, producing and using set-
ting, start ups have to initiate business relationships (Yli-Renko & Autio,
1998). Yet, the limited resources and scanning abilities of start ups make
it difficult to find competent partners with valuable resources (Kirkels
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& Duysters, 2010). Furthermore, a start up cannot always be directly
involved in making new connections among relationships of its partners
because of its limited network horizon (Holmen & Pedersen, 2003).
We therefore argue that third actors can stimulate a start up’s network
embeddedness by facilitating the initiation of business relationships. The
research of Styhre and Remneland-Wikhamn (2016) supports this argu-
ment. They investigated how a large pharmaceutical company connected
small companies with public organisations, venture capital investors,
universities and equipment providers to support innovation in life sci-
ence. In this way, the pharmaceutical company presumably supported
the embedding of the smaller companies in the developing, producing
and using setting. However, their study adopted the perspective of the
large pharmaceutical company, so it remains unclear how third actors
stimulate network embedding from the perspective of the start ups. As a
result, the second research question of this chapter is: How do third actors
Jacilitate the embedding of a start up in the pre-existing developing, produc-
ing and using setting?

Business relationships are usually studied as if they were dyadic, even
if they are affected by various actors and business in a larger network
(Aarikka-Stenroos, 2011). However, when a third actor participates in
the initiation of a business relationship, a dyadic relationship becomes a
triad. A triad exists ‘when relationships between three directly or indirectly
associated actors are connected’ (Vedel, Holma & Havila, 2016, p. 4). A
triad can be open or closed: in an open triad, three organisations are indi-
rectly linked to each other through a third actor, while in a closed triad
all three actors are linked directly (Vedel et al., 2016). It is often assumed
that if those connected can communicate directly with each other, the
importance of the third actor decreases because it is no longer necessary
(Yin et al., 2012). However, Yin et al. (2012) show, inter alia, that if the
organisations are dissimilar in size, the role of the third actor remains
important. As start ups often (have to) collaborate with large, established
organisations, they may form a triad with the third actor who introduced
them, instead of their relationship with it ceasing to exist. Although this
may influence a start up’s level of network embeddedness, this has so
far remained unexplored. Therefore, the third research question of this
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chapter is: What is the effect of the type of triad—open versus closed—that is
formed with the third actor and its level of importance on the embedding of
a start up in the pre-existing network?

2.2.3 Third Actors and a Start up’s Venture Creation

A start up’s business development refers to the entrepreneurial pro-
cess of discovering, creating and exploiting opportunities (Shane &
Venkataraman, 2000). Mainela et al. (2011) combined these phases
of business development with research on technological networks and
network-based internationalisation. Based on these bodies of literature,
they showed that three venture creation processes can be distinguished:
(1) the opportunity-centred process is focused on building a start up’s
business concept, (2) the technology-centred process involves connecting
the initial ideas for new products to innovative technological solutions
and (3) the internationalisation-centred process consists of positioning
a start up in relation to actors in the international, inter-organisational
network (Mainela et al., 2011). However, these processes are not inde-
pendent: a start up’s business and technology develop simultaneously as
part of the interaction with the organisations in its business network.
Raesfeld and Roos (2008) linked the three phases of a small firm’s
business development to the three functions of third actors defined by
Holmen and Pedersen (2003). They argued that during opportunity dis-
covery, third actors relate organisations to advance the development of
the weak ties necessary for the generation of new business opportuni-
ties. During the opportunity creation, third actors join organisations to
facilitate the formation of strong ties, which are crucial to the sharing of
resources and new product creation. During opportunity exploitation,
third actors insulate organisations to stimulate the generation of loose ties
necessary to deliver products efliciently to customers. However, Holmen
and Pedersen (2003) focused on the management of business relation-
ships rather than their initiation. Although third actors may facilitate the
management of relationships between connected organisations, they also
introduce disconnected organisations (Obstfeld, 2005). In addition, they
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have only captured part of the venture creation process: the opportunity-
centred process. Yet, the initiation of relationships by third actors will also
influence the other two venture creation processes. As a result, we argue
that through initiating business relationships, third actors will affect the
venture creation of a start up. Yet, an understanding of how this process
unfolds is still unavailable. The fourth research question of this chapter
is therefore: How does a third actor affect the venture creation of a start up
through relationship initiation?

2.3 Methodology

In order to achieve insights into the role of third actors in the relation-
ship initiation of start ups, the data collection must include information
about at least three actors: the two, three or more relationships which
link them, and how these relationships influence each other (Vedel et al.,
2016). Therefore, we have used an in-depth case study to analyse the pro-
cess by which the start up’s key relationships are initiated. The methodol-
ogy of the case has been reported in detail elsewhere (Oukes & Raesfeld,
2016). Briefly, a retrospective analysis was done from the foundation of
the start up in 2008 until April 2013. Thereafter, the start up was fol-
lowed in real time until the end of November 2015. The longitudinal
data were collected by three methods: interviews, observations and archi-
val data. First, nine individuals from both the start up and its key partners
were interviewed during spring 2012. These interviews were repeated
with five of the interviewees one and a half years later. Interviewing the
start up as well as its partners at two different times allowed us to cap-
ture the complexities and network characteristics associated with multi-
plex inter-organisational relationships over time. The interviews centred
around (1) how the start up and its artificial pancreas had developed
since its foundation, (2) how its network evolved over time and (3) how
each of its relationships was initiated and coordinated, as well as how
resources were exchanged between partners during the relationship. In
addition to these aspects, in the second set of interviews questions were
asked about how the partners interacted with each other. Despite the



2 Third Actors Initiating Business Relationships for a Medical... 49

semi-structured nature of the interviews, there was sufficient room for
the interviewee to give examples and elaborate on important situations.
The selection of interviewees was based on (1) direct interaction with
the other partner(s) in the relationship and (2) direct involvement in the
development of the start up’s artificial pancreas. Secondly, the behaviour
of the start up in its relationships was actively and passively observed
during the first author’s stay at the company from April 2013 until
November 2015. Thirdly, archival documents, such as websites, grant
proposals, contracts and patents, were collected from the start up’s foun-
dation in 2008 until November 2015. The observations and archival data
were primarily used to help the researchers improve their understanding
of data collected through the interviews. The data collection involved
sensitive, confidential and political issues regarding the start up and its
partners. As a result, the individuals and organisations are given fictional
names to maintain confidentiality. The transcribed interviews, field notes
and archival documents were analysed in four consecutive steps. First,
we described with whom, when, where and why the start up initiated a
relationship. Second, we looked at whether a third actor was involved in
the relationship’s initiation, and if so what the influence of the third actor
was on the process. Third, we assessed how the involvement of the third
actor in the relationship initiation affected the network embedding of the
start up. Fourth, we explored how the engagement of the third actor in
the relationship initiation affected its venture creation.

2.4 Findings

This section describes chronologically how the relationships of the
start up were initiated and the influence of third actors on this pro-
cess. In addition, we describe how the third actor subsequently affected
the network embedding and the venture creation processes. Table 2.1
provides the key findings regarding the role and f