
1 INTRODUCTION 

In the first phase of operation (less than five years), 
Vietnamese startup companies are entitled to get in-
centives from the Government's supporting policies 
(e.g., Decision No. 844/QD-TTg, Decree No. 
35/NQ-CP, Decree No. 39/2018/ND-CP, etc.). In 
fact, startup companies face many difficulties in ac-
cessing external information and resources to inno-
vate their current business models. In the develop-
ment trend of the 4th industrial revolution, technolo-
gy is always changing rapidly. Thus, how can 
startup companies adapt and capture business oppor-
tunities in a dynamic market? How do startup com-
panies access external support resources to imple-
ment business model innovation (BMI)? To answer 
these two questions, the study of relationship net-
work affecting BMI is essential because it deter-
mines the existence and development of startup 
companies.   

Some scholars have published studies on the in-
fluence of the relationship network on BMI. For ex-
ample, Guo et al. (2013) examined the impact of 
human capital, and social capital on BMI, Anwar & 

Shah (2018) assessed the impact of financial, politi-
cal, and business partners' networks on BMI. These 
two studies adopted the BMI measurement scale of 
Zott & Amit (2007). The background theories used 
to explain the formation of companies' external sup-
port resources are social network theory, social capi-
tal theory, and innovation diffusion theory. Thus, 
there have not been many types of research adopting 
the BMI concept as a type II scale by Javis (2003) to 
test relationship network and BMI. Moreover, the 
institutional theory is a new approach to explain the 
formation of external support resources, which 
brings new interpretations to this research issue. 

1.1 Institutional theory 

The point drawn from institutional theory is that 
each business, when complying with constraints 
from institutions will be socially accepted (legitima-
cy). When being accepted, businesses are more like-
ly to "survive" and exist. "Social acceptance" has 
become the central point of institutional theory. This 
acceptance is the extent to which the public, stake-
holders, government leaders, and officials know and 
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accept an organization in accordance with norms and 
laws (Scott, 1995). Therefore, organizations can in-
crease the level of acceptance by extending their ex-
istence awareness to stakeholders and proving that 
their activities are socially appropriate. 

1.2 Relationship network 

The relationship network of startup companies’ top 
managers is with 3 groups of startup supporting in-
dividuals and organizations as follows: Ties with 
government officials (TiesGOV) including leaders at 
all levels of government, officials at the local Indus-
tries, officials at supporting organizations such as 
Tax Department, State Bank, Department of Indus-
try and Trade, Department of Science and Technol-
ogy, etc. (Peng & Luo, 2000). Ties with relatives 
and friends, members of social associations and 
clubs (SOTIES) and those who do not belong to the 
above groups (Le et al., 2006). Ties with business 
partners (TIESMANAGER) including customers, 
suppliers, and competitors (Peng & Luo, 2000). 

1.3 Business model innovation 

Baden-Fuller & Mangematin (2013) outlined three 
components of a business model: value creation, 
value proposition, and value capture. The combina-
tion of these three components constitutes the busi-
ness model of an enterprise (Shafer et al., 2005). 
BMI is to review the current business model and re-
quires changes in the three components (Baden-
Fuller & Mangematin, 2013). Value Creation Inno-
vation (VCI) is developing new capabilities, new 
technology/equipment, new partners, and new pro-
cesses/structures. Value Proposition Innovation 
(VPI) is developing new offers, new markets, new 
distribution channels, and new customer relation-
ships. Value Capture Innovation (VCIN) is develop-
ing a new revenue model and the new cost structure 
(Clauss, 2017). 

1.4 Proposing research hypotheses 

An incubator created by government support 
organizations can enhance the acceptance level of 
startup companies (Tötterman & Sten, 2005). 
Therefore, startup companies can access more 
donations, aid, and support programs of the 
government. They will be supported with training 
programs to improve their capacity 
(knowledge/expertise, capacity to respond to 
environmental change, etc.) and supporting 
programs in technology development. In addition, 
startup companies are also introduced to partners, 

investors, funding supporters in testing, making 
samples, and changing the appropriate process. 
Hypothesis H1a is proposed as follows: 
H1a: Strong relationship of startup companies with 
government officials has a positive impact on BMI's 
value creation innovation 

Ties with government officials enable startup 
companies to access many Government-sponsored 
projects or Government customers' projects (Le et 
al., 2006). Startup companies will be supported to 
create new products/services, through in-depth train-
ing in product development, market testing, and ac-
cess to foreign markets, available distribution chan-
nels, and customer network. Hypothesis H1b is 
proposed: 
H1b: Strong relationship of startup companies with 
government officials has a positive impact on BMI's 
value proposition innovation 

Building relationships with Government officials 
will help minimize transaction costs in business and 
registration activities in accessing information, land 
usage, and other operating licenses (Meyer & Ngu-
yen, 2005). Startup companies are also supported 
with low-interest loans and reduced cost of capital. 
Finally, startup companies will be supported in 
commercializing the results of scientific researches, 
exploitation, and the development of the intellectual 
property to create more revenue. Thus, hypothesis 
H1c is proposed: 
H1c: Strong relationship of startup companies with 
government officials has a positive impact on BMI's 
value capture innovation. 

When startup companies are connected with 
startup associations/clubs, they will be supported 
with free training courses and startup coaching 
courses to develop new capacity. Startup companies 
will receive legal support and participate in co-
working space to learn from experts (process inno-
vation). Startup clubs support in connecting mem-
bers with the startup ecosystem and other startup 
clubs (new partners). Hypothesis H2a is proposed: 
H2a: Strong social relations of startup companies 
have a positive impact on BMI's value creation in-
novation. 

By joining startup associations/clubs, startup 
companies will be connected with consultants, in-
vestors, entrepreneurs, startup support organizations, 
and policymakers to create support solutions for the 
startup community (product development, distribu-
tion channels, and new customer relationships) and 
expand the market for startup products. Hypothesis 
H2b is proposed: 
H2b: Strong social relations of startup companies 
have a positive impact on BMI's value proposition 
innovation. 
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 According to Birley (1985), in the early stage of 
development, informal contacts with business asso-
ciates, family members, and friends will provide la-
bor and facilities for business. Startup clubs share 
business opportunities and cross-selling among club 
members may guarantee large orders (developing a 
new revenue model) and give a startup fund for capi-
tal support. In addition, the relationship between 
startup companies with relatives, friends, and col-
leagues will offer fast capital raising, simple proce-
dures, and low costs (developing a new cost struc-
ture). Hypothesis H2c is stated as follows: 
H2c: Strong social relations of startup companies 
have a positive impact on BMI's value capture inno-
vation. 

Anwar & Shah (2018) suggested that decent 
communication with business partners will give new 
ideas, new business opportunities, capture customer 
needs, new knowledge, and technology. Newly es-
tablished businesses having good relationships with 
the managers of mature businesses will easily have 
access to new information, resources, and new 
knowledge (Li et al., 2015), which will affect their 
innovation (Breuer & Ludeke-Freund, 2017). The 
relationship between senior management will pro-
mote BMI (Guo et al., 2013). Designing a new busi-
ness model requires much information about cus-
tomers, suppliers, competitors (Timmers, 1998). On 
that basis, hypotheses H3a, H3b and H3c are pro-
posed: 
H3a: Strong relationship of startup companies with 
business partners has a positive impact on BMI's 
value creation innovation. 
H3b: Strong relationship of startup companies with 
business partners has a positive impact on BMI's 
value proposition innovation. 
Hypothesis H3c: Strong relationship of startup 
companies with business partners has a positive 
impact on BMI's value capture innovation. 

 
 
 
 
 
 
 
 
 
 

 
 

Figure 1. Proposed research model 

2. RESEARCH METHODS 

In the data collection stage, online questionnaires 
were sent to local startup communities via emails 
and social media channels. The official research 
sample was selected by convenience sampling 
method. The number of valid responses was 150 
startup companies. Hair et al. (2010) suggested that 
the minimum sample size should be from 100 to 
150. The study used the SmartPLS 3 analysis tool so 
that a small sample size of 150 startup companies 
can be used for proper quantitative research. Ac-
cording to observed sampling criteria, innovative 
startup companies were selected to satisfy the fol-
lowing criteria: (1) the company has been running 
not more than 5 years; (2) the company applied 
technology or intellectual property; (3) the company 
experiences fast growth rate (revenue, customers, 
etc.); and (4) new business model (different from 
available business model in the market). 

The study used the PLS-SEM method to calculate 
the measurement model (tests of composite reliabil-
ity, convergent validity, unidirectional and discrimi-
nant validity), the structural model with Bootstrap-
ping (N = 5000): determination coefficient (R2), 
predictive relevance (Q2), and effect size (f2). 

3. RESULTS AND DISCUSSIONS 

Characteristics of the research sample were startup 
companies that have been operating as private enter-
prises (accounting for 42.7%) and limited liability 
enterprises (accounting for 43.3%). They operated 
mainly in the service sector (accounting for 49.3%) 
and trading and commerce (accounting for 30%). 
The number of labor is mainly under 10 employees 
(accounting for 43.3%) and from 10 to 30 people 
(accounting for 41.3%). 

Evaluation of measurement model: the results 
showed that the scale with composite reliability 
(CR)> 0.7, variance extract (AVE)> 0.5 reaches 
composite reliability and convergent validity. In ad-
dition, the Fornell - Larcker matrix coefficients are 
larger than the coefficients in the same column, so 
the scale reaches discriminant validity. SRMR coef-
ficients of critical and estimated models are <0.12, 
which meets the requirement of survey data's com-
patibility with market data (Henseler et al., 2015). 

Table 1 shows the VIF value <5, so the estimated 
structure model does not have multicollinearity 
(Henseler et al., 2015). The effect of relationship 
with government officials on BMI is moderate (f2 
<0.35). The effect of relationship with business part-
ners on VCI and VPI, the effect of social relations 
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on VPI are considered as low (f2 <0.15). The path 
coefficient is within the confidence range from 2.5% 
to 97.5%, which is reliable. The predictive relevance 
of the relationship network to BMI has a moderate 
level (Q2 <0.35) (Hair et al., 2017). 

Table 1. Results of Structural Equation Modeling 

Relationship 

Estimation Stand
ard 

devia-
tion 

t 
VI
F 

P 
β 

Boot-
strap 

Relationship with Government officials --->BMI 
TIESGOV --> VCI 0.4

83 
0.485
*** 

0.061 7.8
95 

1.1
69 

0.0
00 

TIESGOV --> VPI 0.3
17 

0.319
*** 

0.069 4.6
33 

1.1
69 

0.0
00 

TIESGOV --> 
VCIN 

0.3
75 

0.377
*** 

0.070 5.3
26 

1.1
69 

0.0
00 

Social relations ---> BMI 
SOTIES --> VCI 0.1

25 
0.129n

s 

0.078 1.6
01 

1.3
18 

0.1
09 

SOTIES --> VPI 0.2
76 

0.278
*** 

0.071 3.8
80 

1.3
18 

0.0
00 

SOTIES --> VCIN 0.0
72 

0.074n

s 

0.079 0.9
14 

1.3
18 

0.3
61 

Relationship with business partners --> BMI 

TIESMANAGER 
--> VCI 

0.1
75 

0.179
** 

0.075 2.3
28 

1.2
82 

0.0
20 

TIESMANAGER 
--> VPI 

0.1
65 

0.170
** 

0.068 2.4
15 

1.2
82 

0.0
16 

TIESMANAGER 
--> VCIN 

0.1
23 

0.127n

s 

0.090 1.3
76 

1.2
82 

0.1
69 

 
Research results showed that the theoretical mod-

el is compatible with market data, adding to the the-
oretical framework of relationship network and BMI 
in the startup field. 

When startup companies build a good relation-
ship network, the benefits will promote BMI activi-
ties, help companies adapt to the rapid changes in 
the market, especially with the Industry 4.0 devel-
opment trend. Compared to companies in developed 
economies, companies in a transitional economy 
have more difficulties in startup resources due to the 
institutional environment and underdeveloped input 
market. The new contribution of this study has 
demonstrated the vital role of management resources 
affecting the BMI of startup companies. At the same 
time, the study provides evidence that institutions in-
fluence the role of management resources to BMI. 

Relationship with government officials has a pos-
itive impact on BMI (VCI, VPI, and VCIN). Esti-
mated results showed that all hypotheses are accept-
ed (H1a: β = 0.485, p = 0.000 <0.01; H1b: β = 
0.319, p = 0.000 <0.01 and H1c: β = 0.377, p = 
0.000 <0.01). The results are similar to Wu (2011) 
and Guo et al. (2017) that stated that when compa-
nies have a good relationship with Government offi-
cials, it will positively affect the business model. 

The test results showed that the hypothesis H2b is 
accepted (H2b: β = 0.278, p = 0.000 <0.01). The hy-
potheses H2a and H2c are rejected (H2a: β = 0.112, 
p = 0.1109> 0.1; H2c: β = 0.074, p = 0.361> 0.1). 
Hypotheses H3a and H3b are accepted (H3a: β = 
0.179, p = 0.020 <0.05; H3b: β = 0.1170, p = 0.016 
<0.05). These relationships have not been well tested 
previously, but Anwar & Shah (2018) stated that re-
lationships with business partners influence BMI in 
the same direction. Hypothesis H3c is rejected since 
the test result is not statistically significant (H3c: β = 
0.112, p = 0.169> 0.1). 

4. CONCLUSION 

Research results showed that the theoretical model is 
compatible with market data, adding to the theoreti-
cal framework of relationship network and BMI in 
the startup field. When startup companies build a 
good relationship network, the benefits will promote 
BMI activities, help companies adapt to the rapid 
changes in the market, especially with the Industry 
4.0 development trend. Compared to companies in 
developed economies, companies in a transitional 
economy have more difficulties in startup resources 
due to the institutional environment and underdevel-
oped input market. The new contribution of this 
study has demonstrated the vital role of management 
resources affecting the BMI of startup companies. 
At the same time, the study provides evidence that 
institutions influence the role of management re-
sources to BMI.  

In order to increase the social acceptance of com-
panies' practical operations, an essential strategy of 
startup companies in the transitional economy is to 
build a network of relationships with stakeholders. 
The role of the owner/senior manager is significant 
in building relationships and negotiating transactions 
with Government officials and authorities at all lev-
els. If the owner/manager knows how to lobby, the 
companies will get information, policies, and deci-
sions that benefit the business within the framework 
of the law. Startup companies should actively partic-
ipate in startup contests so that their startup projects 
will be known to the public. This helps increase so-
cial acceptance of them. Therefore, the firm own-
er/manager needs to invest a certain amount of time 
and investment to build, maintain, and strengthen 
positive relationships with Government officials and 
local authorities. 
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Startup companies need to actively participate in 
local startup associations/clubs to interact, learn, 
connect, and share opportunities among members. 
More people will be aware of the companies' actual 
operation, and the social acceptance level of their 
startup projects will be increased. 

To build good relationships with customers, 
startup companies need to invest time to take care of 
and understand customers' needs and tastes. 
Companies should often contact and collect 
customers' feedback after using products/services. 
Good relationships with suppliers will help startup 
companies get high-quality input materials, excellent 
service, and timely delivery. Startup companies with 
good relationships with competitors can facilitate 
cooperation; minimize risks and uncertainty (Peng, 
2000). 

The official research sample of 150 that 
represents 3000 startup companies in Vietnam was 
small; thus, the representation level for the overall 
population is low. For the subsequent research, it is 
recommended that the sample size needs to be more 
significant to increase the representation level. 
Startup companies have supporting resources from 
relationship network; therefore, further researches 
should assess the benefits gained from the 
relationship network leading to BMI. 
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