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Abstract:- This study examines the relationship
between relationship quality and components of business
model innovation of start-up firms in Ba Ria - Vung Tau
province. Relationship quality is examined between
start-up firms and local start-up support organizations.
This study uses quantity research methods by applying
Structure Equation Modeling (SEM) with a sample of
425 start-up owners. The findings show that relationship
quality positively influences components of business
model innovation. In conclusion, the study proposes
managerial implications for start-up firms and suggests
directions for further researches.
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I INTRODUCTION

In Vietnam, the percentage of successful start-ups
under 3,5 years was 12,7% (GEM, 2016). Failure causes of
start-up firms (SF) is not yet to build relationship quality
(RQ) and business model innovation (BMI) (Nguyén Quang
Thu et al, 2017). Osobajo & Moore (2017) had combined
researches on RQ (1987 — 2015) showing that there was not
a research discovering the relationship between firms and
local community organizations. Therefore, our study group
selected the topic “RQ and BMI for SF” for researching. SF
will be consulted to in novate the components of business
model to create competitive advantages and improve
operating performance (Aspara et al, 2010).

This study was taken place in Ba Ria — Viing Tau
province, period 2014 — 2017, number of SF is 4470, but
dissolutions and liesence revocations have an increasing
trend (Department of Planning and Investment, 2017). The
target of this study is to identify components of RQ, BMI
and to test the relationship between them. The study will
help SF focus on building RQ with local start-up support
organizations to conduct BMI that reduces start-up business
failure rate.

1. THEORETICAL FRAMEWORK

A. Relationship quality
e Communication quality in start-up business

For SF to build qualified relationship with local start-
up support organizations, the minimal condition is having
start-up projects with possibility, creative innovation and
growth potential. Start-up support organizations give trust
and assist in start-up resources over functions or
commitments. SF have to comply with the initially
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supported commitments and maintain the relationship
through relationship investment activities (Nyaga &
Whipple, 2011), frequent communication (Lages et al,
2005). Since, the two sides will be satisfied with the
relationship and foster cooperation. Hence, RQ between SF
and start-up support organizations is a multi-directional
concept, based on perception of each side when gaining
trust, satisfaction, commitment level, and relationship
investment and communication quality of the relationship
for the start-up project.

B. Business model innovation

BMI is to restructure activities in the actual business
model to create innovations for products/services. Firms to
develop consistently need to carry out BMI (Carayannis et
al, 2014). Clauss (2016) has constructed the measuring
components for BMI, including:

e New capabilities: firms need new capabilities to carry
out BMI to catch the rising opportunity from the external
environment (Teece et al, 1997). New capabilities are
developed through trainnings, education, discovering
new ideas and experienced lessons (Achtenhagen et al,
2013).

e New technology: science & technology resources are
essential to carry out BMI. Wei et al (2014)
demonstrated that technology development is suitable to
a successful business model. New technology help firms
to restructure the business model.

e New partnerships: partnering with suppliers, customers
or competitors is the external resources for firms to carry
out CMI. The strategic partners are the important
resources because BMI is so complicated that requires
help from them.

e New products/services: firms need to address the
customers demand the best way. Products/services
innovation  through  researching  activities and
development or usages of new technology (Teece, 2010).

e New markets: are the client groups/market segments that
firms will provide products/services in the future (Afuah,
2014). BMI is to reidentify the current markets/ to enter
new markets.

e New distribution channels: are distributing values to
clients (Baden-Fuller & Mangematin, 2013). Distribution
is taken place by different ways, especially for intangible
goods or services (Osterwalder et al, 2005).

e New customers relationship: when products can be
replaced/ markets have been mature, firms need to
establish relationship with customers to be given updated
information regarding to environment and potential
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market demands, leading to carrying out BMI
(Chesbrough, 2006).

e New revenue models: customers are those who pay for
firms when values delivered (Afuah, 2014). The
questions related to the new revenue model are at which
stage revenue is generated and for how long it may last,
who are firms’ customers? (Baden-Fullen & Haefliger,
2013).

o New costs structure: are the direct and indirect in relation
to operating performance of firms (Casadesus-Masanell
& Ricart, 2010).

C. Relationship between RQ and BMI

SF to innovate capabilities need to build RQ with start-
up support organizations to reinforce managerial and
administrative abilities, to seize the external opportunities.
Hypothesis Hs is proposed:

Hi: RQ influences positively to capabilities innovation of
SF;

Technological innovation need interaction between
firms. Therefore, firms need to build relationships and
partnership networks to create, develop technology and new
products (Holmen et al, 2005). Start-up support
organizations help SF to innovate and possess technology
through researching activities, training and technology
transfer. SF also get advanced support in building,
completing and developing new products/ services.
Hypotheses Hy, Hs are stated:

Hz: RQ influences positively to technological innovation of
SF;
Hs: RQ influences positively to offerings innovation of SF;
SF will be supportedly introduced to business partners,
international partners to establish partnership networks and
take advantages of the given opportunities. Besides, partner
selection also depends on trust between both sides, when
trust in both sides is high, they will trust each other in higher
level and reduce opportunism (Bierly & Gallagher, 2007).
Hypothesis Ha is proposed:

Ha. RQ influences positively to partnerships innovation of
SF;

Firms identify and segment the potential market into
smaller parts to easily manage for profit growth (Johne,
1999). Start-up support organizations found distribution
channels by means of public-private partnerships, to help SF
expand dosmestic consumption market. SF is guided to
partners, investors to approach international market.
Hypothesis Hs is proposed:

Hs. RQ influences positively to markets innovation of SF;

Start-up support organizations will help SF adapt new
technologies or change the existing distribution methods of
distribution channels (Kongmanila & Takahashi, 2009).
Hypothesis Hs is proposed:

He: RQ influence positively to distribution channels
innovation of SF;

Customer relationship management will help start-up
innovate customer relationship to capture market
information and customers demand (Reinartz et al, 2004).
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SF will be supported to expand the consumption market,
connect to partnership networks to seek out consummers
and make profits for SF. Hypotheses Hy, Hs are stated:

H7: RQ influences positively to customer relationships
innovation of SF;

Hg: RQ influences positively to revenue models innovation
of SF;

Costs innovation depends on the costs structure in the
actual business model for ways to reduce costs efficiently
(Willamson, 2010). In the early years, SF is given supports
with tax, accounting, privilege tax and manufacturing plant.
SF with the given supports mentioned above will be able to
save operating costs to the minimum. Hypothesis Hg is
proposed:

Ho: RQ influences positively to costs structure innovation of
SF;

O oa ) O o )
RQ BMI
> Capabilitie
Trust > S
Commitm Technolog
ents y
Relationshi Offerings
A >

Fig 1:- Suggested research model
. RESEARCH DATA

This study uses direct inverview technique and
questionaires sending via email with the 5-level Likert scale
(from 1: completely disagree to 5: completely agree).

Constructs: the constructs used in the research model is
developed originally upon the overseas constructs. The
research model has 10 concepts with 53 observational
variables as displayed in Table 1. Construct RQ has a
secondary structure whose 6 components; structure BMI is
unidirectional and contains 9 components.

V. RESULTS AND DISCUSSIONS

A. Research results

The result of the CFA analysis with the saturated
model: y?n2se) = 1482,539 (p = 0,000). If the degree of
freedom is adjusted: CMIN/df = 1,168 < 2, satisfactory
compatibility. Other indicators: GFI = 0,886; TLI = 0,980;
CFl = 0,981; RMSEA = 0,020 < 0,80 were satisfied. CFA
coefficients of all the observational variables were greater
than 0,5 that affirmed unidirectionality and convergent
values of the constructs used in the research model. Thus,
the saturated model achieves the level of compatibility with
market data.
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SEM results (Figure 2), theoretical model has 212061 =
1554,360; p = 0,000;
CMIN/df = 1,289 < 2; GFI = 0,871; TLI = 0,966; CFI =
0,967; RMSEA = 0,026. Heywood phenomenon did not
appear in the estimation of SEM so the model is compatible
with market data.

Results of key parameters are presented in Table 1.
Accordingly, RQ has the most positive influence on costs
structure innovation (He: B = 0,699; p = 0,000); following,
the same positive influences on distribution channels
innovation (He: B = 0,638; p =0,000) and technological
innovation (Hz: = 0,634; p = 0,000). Next, RQ has positive
influences, respectively, on revenue models innovation (Hs:
B = 0,600; p = 0,000), partnerships innovation (Ha: B =
0,565; p = 0,000) and capabilities innovation (Hi: B = 0,564;
p = 0,000). Next, RQ has positive influence on offerings
innovation (Hs: B = 0,547; p = 0,000); markets innovation
(Hs: B = 0,440; p = 0,000). Finally, RQ has the least positive
influence on customers relationship innovation (Hz: B =
0,430; p = 0,000).

Estimate

Relationship P-value
B se t
CAP  <- RQ 0564 0040 10,859 0,000
TEC <-- RQ 0634 0038 9734 0,000
OFF <--- RQ 0,547 0,041 11,129 0,000
PART <- RQ 05565 0,040 10,843 0,000
MARK <--- RQ 0,440 0,044 123826 0,000
CHA <- RQ 0638 0037 9669 0,000
REL <- RQ 0430 0044 12985 0,000
REV  <- RQ 0600 0039 10,283 0,000
COST <- RQ 0699 0035 8657 0,000

Table 1:- Regression coefficients
Notes: B: standardized coefficients; S.E: standard error

V. CONCLUSIONS AND MANAGERIAL
IMPLICATIONS

A. Conclusions

This study tested the relationship between RQ and
components of BMI for SF. The research results indicate
that RQ has positive influence on the nine components of
BMI so that 9 research hypotheses are accepted.

B. Managerial implications

The components of BMI influence positively to start-
up performance (Nguyén Quang Thu et al, 2018). SF need
to build RQ with local start-up support organizations to
approach the supporting resources and carry out BMI to
improve start-up performance. Some specific managerial
implications.

Implication 1: SF build RQ with local start-up support
organizations

To have a qualified relationship with start-up support
organization, SF need to improve the components below:

e Trust: trust in the information given by the start-up
support organizations. Start-up support organizations
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support start-up resources over commitments between
both sides, consider business operating performance and
examine benefits in both sides to ensure the most
possible benefit for SF.

Commitments: comply commitments with start-up
support organizations for the cooperating relationship of
both sides to be remained persistently and developed
consistently over time. SF need to dedicate to building
and investment for business development.
Communication quality: constantly interact in strategy
deployment process, strategic objectives have to be
informed clearly to each side. Members of two sides
regularly communicate when implementing strategies.
Relationship ~ investment:  spend investment in
relationship in terms of human resources, capability,
technology or supporting system with start-up support
organizations.

Satisfaction: coordinate activities with start-up support
organizations, interact between managers to make
decisions together. Besides, the two sides need to share
information, manage linking activities in an honest
manner, willingness to cooperate to deliver benefits for
both sides.

Characteristics of start-up firms: foster activities in fields
with  creative  innovation: applied technology,
exploitation of intellectual property,... to enhance
competitive advantages and, to have ability for fast
growth.

Implication 2: SF need to conduct BMI adequately,
specifically for innovation in components.

Costs structure: examine the pricing strategy, proactively
seek opportunities to save production costs, regularly
evaluating and adjusting production costs over the
market.

Distribution channels: use new distribution channels for
products/services, need to change distribution channels
to improve quality of the channels.

Technology: update technological resources, upgrade
technical equipments against to the competitors and exert
potential technology to spread out the products/services
portfolio. Especially in the industrial revolution 4.0, SF
proactively approach in ways differently from the
previous, invest in technology over the international
standard.

Revenue models: develop new revenue opportunities,
provide more embedded services to gain long-term
profitability, complement/replace one-time transaction
revenue by periodically long-term revenue model.
Partnerships: search for new partners to cooperate, seize
the given opportunities, evaluate potential benefits when
using external resources and, develop the business
model.

Capabilities: enable employers to be trained to gain
knowledge, updating capability, and develop new
capabilities to get on well with the market change.
Offerings: consider the new customers demand which is
unavailable, innovate offerings to address the customers
demand.
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C.

Markets: seize the rising opportunities in the
new/developing markets, always consider the new
market segments, unmet markets, and search for
customer  segments and new  markets for
products/services.

Customers relationship: enhance customer retention by
additional services, concentrate on the creative
innovation activity to boost customer retention.

Limitations and recommendations for further research
This study investigated SF in a variety of different

fields so that was unable to observe the characteristics and
different demands of each field. To have a better test result,
it needs to research on one particular field to observe the
role of RQ in conducting BMI.

[1].

[2].

[3].

[4].

[5].

[6].

[7]1.

[8].

[9].

[10].

[11].

[12].

[13].

[14].

JISRT18JL175

REFERENCES

Achtenhagen, L., Melin, L. & Naldi, L. (2013),
‘Dynamics of business models-strategizing, critical
capabilities and activities for sustained value creation’,
Long Range Planning, 46(6), 1-25.

Afuah, A. (2014), Business Model Innovation: Concepts,
Analysis, and Cases, New York: Routledge.

Aspara, J., Hietanen, J. & Tikkanen, H. (2010),
‘Business model innovation vs replication: financial
performance implications of strategic emphases’, Journal
of Strategic Marketing, 18(1), 39-56.

Baden-Fuller, C. & Haefliger, S. (2013), ‘Business
models and technological innovation’, Long Range
Planning, 46 (6), 419-426.

Baden-Fuller, C. & Mangematin, V. (2013), ‘Business
models: A challenging agenda’, Strategic Organization,
11(4), 418-427.

Bierly, P. E. & Gallagher, S. (2007), ‘Explaining alliance
partner selection: fit, trust and strategic expediency’,
Long Range Planning, 40(2), 134-153.

Carayannis, E. G., Sindakis, S. & Walter, C. (2014),
‘Business Model Innovation as Lever of Organizational
Sustainability’, Journal of Technology Transfer, 40(1),
85-104.

Casadesus-Masanell, R. & Ricart, J. E. (2010), ‘From
strategy to business models and onto tactics’, Long
Range Planning, 43(2-3), 195-215.

Chesbrough, H. W. (2006), Open Business Model: how
to thrive in the new innovation landscape, Cambrdige
MA: Harvard Business School Press.

Clauss, T. (2016), ‘Measuring business model innovation
. conceptualization, scale development, and proof of
performance’, R&D Management, 47(3), 385-403.

GEM (2016), Bao céo chi s6 khoi nghiép Viét Nam
2015-2016 cha d& nam kinh doanh xa hoi, Nha xuét ban
Giao Thong Van Tai, Ha Noi.

Holmen, E., Pedersen, A. C. & Torvatn, T. (2005),
‘Building relationships for technological innovation’,
Journal of Business Research, 58(9), 1240-1250.

Johne, A. (1999), ‘Successful market innovation’,
European Journal of Innovation Management, 2(1), 6-
11.

Kongmanila, X. & Takahashib, Y. (2009), ‘Innovation,
Export Performance and Profitability of Lao Garment

[15].

[16].

[17].

[18].

[19].

[20].

[21].

[22].

[23].

[24].

[25].

[26].

www.ijisrt.com

International Journal of Innovative Science and Research Technology

ISSN No:-2456-2165

Exporters’, International Journal of Economics and
Management, 3(2), 225-236.

Lages, C., Raquel, C. & Filipe, L. (2005), ‘The
RELQUAL scale: a measure of relationship quality in
export market ventures’, Journal of Business Research,
58(8), 1040-1048.

Littunen, H., Storhammar, E. & Nenonen, T. (1998), ‘An
the survival of firms over the critical first 3 years and the
local environment’, Entrepreneurship and Regional
Development, 10(3), 189-202.

Nguyén Quang Thu, Ng6é Quang Huén va Tran Nha Ghi
(2017), “Mdi quan hé giira nguon lyc doanh nghiép, ning
luc dong va két qua hoat dong ciia cac doanh nghiép da
khai nghiép tai tinh Ba Ria — Viing Tau’, Tap chi nghién
ctru Kinh té va Kinh doanh Chau A, 28(12), 5 — 21.
Nguyén Quang Thu, Ngbé Quang Huan, Tran Nha Ghi va
Ha Kién Tan (2018), ‘Nang cao két qua khoi nghiép
thong qua d6i méi mo hinh kinh doanh’, Tap chi Kinh té
- Ki thuat, S ddc biét, 156 — 168.

Nyaga, G. N. & Whipple, J. M. (2011), ‘Relationship
Quality and Performance Outcomes: Achieving a
Sustainable Competitive Advantage’, Journal of business
logistics, 32(4), 345-360.

Osobajo, O. A. & Moore, D. (2017), ‘Methodological
Choices in Relationship Quality
Research 1987 to 2015: A Systematic Literature
Review’, Journal of Relationship Marketing, 16(1), 40 —
81.

Osterwalder, A., Pigneur, Y. & Tucci, C. L. (2005),
‘Clarifying business models: origins, present, and future
of the concept’, Communications of the Association for
Information Systems, 16(1), 1-25.

Reinartz, W., Krafft, M. & Hoyer, W. D. (2004), ‘The
customer relationship management processes: its
measurement and impact on performance’, Journal of
Marketing Research, 41(3), 293-305.

Teece, D. J. (2010), ‘Business models, business strategy
and innovation’, Long Range Planning, 43(2-3), 172—
194,

Teece, D. J., Pisano, G. & Shuen, A. (1997), ‘Dynamic
capabilities and strategic management’, Strategic
Management Journal, 18(7), 509-533.

Wei, Z., Yang, D., Sun, B. & Gu, M. (2014), ‘The fit
between technological innovation and business model
design for firm growth: evidence from China’, R&D
Management, 44(3), 288—305.

Williamson, P. J (2010), ‘Cost Innovation: Preparing for
a Value-for-Money Revolution’, Long Range Planning,
43(2-3), 343 — 353.

302


http://www.ijisrt.com/
https://www.sciencedirect.com/science/journal/01482963

	I. INTRODUCTION
	II. THEORETICAL FRAMEWORK
	A. Relationship quality
	B. Business model innovation
	C. Relationship between RQ and BMI

	III. RESEARCH DATA
	IV. RESULTS AND DISCUSSIONS
	A. Research results

	V. CONCLUSIONS AND MANAGERIAL IMPLICATIONS
	A. Conclusions
	B. Managerial implications
	C. Limitations and recommendations for further research


