


qualities differently depending on the different phases of the initiation process. Below is six points
that summarizes our key findings.

e The startup’s product or solution must fit the incumbent’s value proposition in order to get
considered.

e The incumbent firms strongly believe they need to innovate, and seek startups to close the
innovation gap. Thus, they want an innovative solution.

e The importance of the startup’s underlying qualities, differs depending on the different stages
of the initiation process.

e In the first stage of the process, the incumbent is most focused on the value proposition fit.
Then, the underlying qualities of the startup become more important.

e Trustworthiness and commitment is crucial, as the incumbent needs to believe that the startup
will deliver what they promise. Being open, honest and including the incumbent in the process,
is a good way to build trust.

e Alliance capital reduce the friction when startups try to get a first meeting with an incumbent,
i.e. to become recognized.

e A short time to market is important in the second stage of the initiation process, and is a
decisive factor for the incumbent before signing an agreement.

5.2 Motivational drivers - why incumbent firms want to col-
laborate with startups

Relationships between startups and corporate firms form when the value of the relations exceeds
that of doing business transaction oriented (Pettersen, 2015). Understanding how the incumbents
perceive their own and the startups’ value is therefore critical for engaging in and maintaining
successful relations, as a company cannot deliver value directly, only value propositions (Muzellec
et al., 2015). This means that the startup needs to figure out what type of message they should
communicate to the incumbent, in order to make them deem it an attractive business proposition.
We found that each incumbent had a set psychological mindset that influenced how they perceive
and handle opportunities with startups. For example, the incumbents’ perception of how rapidly
the technology is changing, will affect how much they value new innovations and staying innovative
in order to keep a sustainable business model.

Kohler (2016) stated that the most important drivers for an incumbent to enter into a collaboration
with a startup is to close the innovation gap, solve business challenges, expand to new markets,
rejuvenate corporate culture and attract and retain talent. We found that the incumbents unani-
mously agreed that “solving business challenges” was the most important driver. More specifically,
they emphasized the importance of getting access to innovations that could solve their business
challenges and fit their strategy and value proposition. However, we found no indications from the
case firms that neither “rejuvenate corporate culture” nor “attract and retain talent” was contribut-
ing towards the motivation of the incumbent. More interestingly, “expanding to new markets” and
“PR and Marketing” was also deemed significantly less importance than the need for innovative
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solutions that could contribute to the incumbents value proposition. In short, the importance of
the strategic fit seems to be so important that it overshadows the other factors. “PR & marketing”
and “expanding to new markets” acts as positive contributors, but only so if the product itself is
deemed as a good fit. Lastly, both the cultural side and “attracting and retaining talent” was at
best perceived as being a bonus, but was not deemed as relevant for proceeding in engagement with
the startup.

Furthermore, the motivational drivers for collaborating with startups, and the startup’s underlying
qualities seems closely linked. For Telenor and Telco, connecting to startups for closing the innova-
tion gap, was the main benefit for a startup-collaboration. This is connected to the level of product
innovation that the startup can offer, which was an underlying quality all three actors valued highly.
The firms’ view of embracing external innovations in order to meet the technological changes, is well
in line with Chesbrough (2006) view of open innovation, defined as “the use of purposive inflows
and outflows of knowledge to accelerate internal innovation, and expand the markets for external
use of innovation, respectively”. Based on our findings, all the case firms were deeply interested
in new inflows of knowledge that could accelerate internal innovation, and would also share their
market knowledge in order to get there.

5.3 Transition one: Unrecognized - recognized

Startups and incumbents are both looking for potential business partners as “no business is an
island” (Meyer et al., 2010). Startups needs incumbents, and incumbents needs startups, and the
first step towards a potential agreement is the transition from being unrecognized to recognized,
see Figure 5.2.

Transition one:
Unregnized to recognized

Status 1 Status 2

Unrecognized Recognized

Figure 5.2: Transition One

The startups have few resources (Aaboen et al., 2011; Elfring and Hulsink, 2003, 2007) and need
relationships that can test an often unproven product (Sgrensen et al., 2015). The incumbent
on the other hand, is confronted with technological changes (Rothaermel, 2002). The case firms
interviewed were emphasizing that they knew the world is changing rapidly, and that they would
need to find new innovations and sources of revenue to stand a chance. This is in line with Aarikka-
Stenroos (2008), who states that "recognizing that they have a need” that the startup posses, is
one of the incumbent’s actions when moving from status 1 to 2. Kohler (2016) argues that startups
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today are a major source of innovation as they employ new technologies that allows the incumbents
to reinvent business models. Based on the need of the startup as well as the incumbent, they will
both look for new potential partners, which marks the first step of the initiation process.

The incumbent acknowledges new startups through a variety of means. This comes as a combination
of the incumbent actively looking for new ventures, i.e. information search and gathering as depicted
in section 2.2, as well as being contacted by promising startups. The first is done through networking
events, incubators, conventions, media, PR and more. The latter of the two is through direct or
indirect contact from someone related to the startup. All measures acts as the first step towards
building a successful relation between the startup and incumbent.

In this process, the most important underlying qualities of the startup seems to be product
innovation and third party actors. As argued, the incumbents are looking for new and innovative
products and solutions that would fit their strategy. As such, they would be more disposed to find
products and solutions that stands out as innovative. Furthermore, Telenor, Eplehuset and Telco
all highlighted the importance of being introduced by third party actors. This supports the claim
that a firm’s relationships is one of the most valuable resources a firm possesses and which can lead
to a competitive advantage (Ritter et al., 2004; Shane and Cable, 2002). This is further backed up
by the master thesis of Sgrensen et al. (2015), who found that introduction from third party actors
was the best way of approaching new clients.

“Using networks to acquire contacts and introductions is the most mentioned
characteristic of an efficient process”
- Sorensen et al. (2015)

In conclusion, our findings suggests that the incumbent is actively looking for new business op-
portunities that would fit their strategy, due to the need for innovation and renewal in an age of
technological disruption. Furthermore, the incumbent are more prone to acknowledge new startups
if they have an innovative product, and/or if they are introduced by someone in the incumbent’s
existing network. This means that startups must not be afraid to contact incumbent firms, as they
most likely are interested in working with startups. In addition, startups should focus on building
their network, as this will reduce the friction when getting in touch with incumbents.

5.4 Transition two: Recognized to considered

In the process of going from recognized to considered, see Figure 5.3, the incumbent will evaluate
the startups offering and its value (Aarikka-Stenroos, 2008). The case firms emphasized that is is
important that the startup communicate how their product fits into the incumbents value proposi-
tion. In addition, they deemed the Human Capital to be the most important characteristic of the
startup, in order to proceed towards ”considered”.

“Two things will get a startup to considered 1) that we can trust them, and 2) that
we believe their product will fit our strategy”
- John, Startup analyst trainee, Telco

54



Transition two:
Recognized to Considered

Status 3
Considered

Fits value
prop?

Status 2
Recognized

Yes|

No

Figure 5.3: Transition two

We found that the incumbents could have different reasons for why they chose to cooperate with
the same startup. To illustrate this, we use MovieMask as an example. Telco saw MovieMask as a
potential value fit for boosting their new video-streaming service, while Telenor saw it as a potential
value fit for reaching their younger customer segment. Eplehuset on their hand, saw the product in
line with their overall strategy of having quality products that enthuse their customers. As such,
it is important for the startup to understand the incumbent’s strategic position and goals, in order
to deliver a fitting value proposition for that purpose. This is in line with Osterwalder and Pigneur
(2010), who argues that “the value proposition should be designed for a specific user segment”. In
conclusion, finding the right value fit and communicating this to the incumbent seems like the most
important factor for going from recognized to considered.

If the product is outside our strategic goals, it will be harder to get an agreement
- John, Startup analyst trainee, Telco

It was also interesting to see that the perception of the startups value fit was correlated with how
the startup positioned their message early on. Furthermore, it seemed highly relevant from the
incumbent’s perspective, that the startup was able to build on a mutual understanding of the
proposed value fit. As an example, if Telenor’s perception was that the startups product could aid
in reaching a selected target group, then the startup should also build further on this perception,
instead of focusing on a different value proposition. This seems to hold true for the first meetings
with the incumbent, until a stronger bond of trust and commitment between the parties have been
forged. Then, new business opportunities with other types of value propositions could be discussed
on the grounds of an established relationship between the parties.

We found that the human capital stood out as the single most important underlying quality
of the startup in the transition from recognized to consider. More specifically, the three case firms
states that being able to trust that the startup deliver what they promise, is crucial. As the
incumbent will take part in launching an unproven product or service that is not widely introduced
to the market, they are taking a lot of risk (Aaboen et al., 2011). As such, trusting that the startup
has done their research, and that they are committed to work hard, becomes crucial for going
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onward in the process.

The importance of the human capital is in line with the theory of Morgan and Hunt (1994),
who argues that commitment and trust are the two key factors contributing to the success of a
relationship. Based on the respondent’s answers, we argue that this is specifically important during
the early phases of the collaboration, as the incumbent is making up their opinion whether or not
they want to pursue an opportunity with the startup. Aarikka-Stenroos (2008) also recognize that
building trust is important activities for the incumbent and the startup. However, as seen in Figure
2.2, she recognize the incumbent’s trust building later in the process, than our findings suggest.
We found that the trustworthiness of the startup is one of the key drivers for going forward to
”considered” and further to an agreement. Our results show that a good way to achieve the desired
trust is to be open and honest: Include the incumbent firm in the process by giving regularly
updates, thus showing progress and commitment to the relationship.

5.5 Transition three: Considered to agreement

Our findings suggests that in order to go from “considered” to an agreement, see Figure 5.4, the most
important qualities the startup needs to communicate is their social skills, their ability to deliver
and the product quality. These three qualities seems ultimately intertwined, as the incumbent
needs to trust the team to deliver a product with the desired quality on time. Furthermore, we
also found that at this stage in the process, the incumbent has acknowledged and approved that
there is a value fit between the startup and them, which makes it more important for the startup
to focus more on communicating their underlying qualities. This however, does not seem to hold
true if there comes a new decision maker into the process at a later stage. If so, the new decision
maker would need to go through the same stages starting at “unrecognized”, now helped by the
“internal” third party actors who has a clear opinion on both the startups strategic fit and their
underlying qualities.

Transition three:
Considered to Agreement

Status 4
Agreement

Valuation
of UQs

Status 3
Considered

No

Figure 5.4: Transition three

As it is when moving from recognized to considered, the human capital and the social skills of the
startup team is important. Again, the respondents mentioned that trust, openness and a good

56



interaction was crucial in order to get an agreement. In addition, the startup’s ability to deliver,
i.e. time to market, becomes a decisive factor for the incumbent at this point. As an example,
Eplehuset said that they had turned down several agreement offers as “we can’t sell products that
don’t exist”, meaning they did not believe the product would finish in time. Telco mentioned several
times that the time to market was crucial for signing any deal. Finally, in regards to the product
quality, all case firms stressed the importance of the quality of the product. It was interesting to
see that this did not act as a necessary quality for being evaluated during the first phases of the
relationship, but it became crucial for getting the agreement in the end.

5.6 An overarching model of why and how incumbents enter
agreements with startups

Our findings suggests that the initiation process between an incumbent and startup is dynamic,
where the importance of the startups underlying qualities changes during the process. Having an
innovative product that fits the incumbent’s strategy is a decisive converter for moving forward
during the first stage of the initiation process, and is thereafter considered as a “known factor” for
the reminder. Based on this, we would like to propose two new models.

Firstly, we want to propose a new overarching model explaining why and how incumbents enter
agreements with startups. In relation to the model of the initiation process of Edvardsson et al.
(2007), this model will focus on the initiation process seen from the incumbent’s perspective. Fur-
thermore, this model will also take into consideration the context and the incumbent’s perceived
valuation of the startups underlying qualities. Furthermore, a key finding from our analysis was
that the value fit mattered more during the early phases of the initiation process, while the startups
underlying qualities mattered more towards the end. This finding will be presented in a simplis-
tic model depicting the relative importance for the startups signaling of their product/solutions
strategic fit with the incumbent, in relation to the importance of signaling their underlying quali-
ties.

Lets start with our proposed overarching framework, constructed on the basis of our liter-
ature reviews and combined findings. See Figure 5.5
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Context:
- Incumbents needs help to innovate, and understand they can't do it alone
- Incumbents has a clear stategy and value proposition
- Incumbent has a known network of whom they trust
- Incumbent has clear guidelines for business decision

The initiation process

Valuation
of UQs

Status 3
Considered

Fits value
prop?

Status 1 Status 2 Ye Status 4
Unrecognized Recognized Agreement

L.

Which underlying qualities of the startup the Incumbents values most at the different stages

Prooduct innovation Product quality

Third party actors Time to market

Human Capital (social aspects and skills and experience)

Figure 5.5: The initiation process based on our findings

In this model, the context is incumbent firms that need to innovate, and that they believe that they
need help from external firms to do so. Furthermore, we propose that the incumbent has a clear
strategy and value proposition, such that it would be possible for startups to address a proposed
fit for their product. We have also chosen to include that the incumbent has a known network of
whom they trust, as we found third party actors could play a crucial part in the initiation process,
especially for moving between the first stages. Lastly, we believe it is essential that the incumbent
has clear guidelines for business decisions, as it would be hard to propose a structural model for an
irrational decision-making process.

In relation to the initiation process itself, it shows four statuses including two decision boxes,
that ultimately can be viewed as critical converters that are assessed by the incumbent. We would
argue that once the startup has moved from unrecognized to recognized, it is consequently known
by the incumbent firm and can thus not move back to the previous stage. In order to move from
recognized to considered however, the incumbent needs to perceive the startups value offering as a
strategic fit with their value prop. If so, it moves forward, and if not, it stays at the same status. In
this relation, it is also important to highlight that the process can move from considered to recog-
nized, as new external or internal factors can affect the process, such as a new decision maker. Now,
given that the startup moves forward, the incumbent will assess the startups underlying qualities
and evaluate whether or not they should make a deal, thus moving from considered to Agreement.
If so, this would conclude the initiation process, and be the start of a business relationship (Ed-
vardsson et al., 2007). If not, the startup will stay at the status of considered, until it can prove to
the incumbent that it fulfills the criteria necessary for obtaining an agreement.

Furthermore, we have chosen to highlight which of the startups underlying qualities
that the incumbent seemed to value the most during the different phases of the initiation process,
as illustrated at the bottom of Figure 5.5. These findings are interesting, because the simplified
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model of Edvardsson et al. (2007) seems to view the converters and inhibitors driving the process
forward and backwards as static, e.g. giving them the same weight and feeling throughout the
process entirely. We challenge this view, by stating that the relative importance of the converters
that drives the process forward will vary significantly from stage to stage.

A result from these findings, is that the importance of communicating a strategic value fit
between the startup and the incumbent varies greatly in relation to the development of the re-
lationship. As previously argued, the incumbents seems to determine whether or not to proceed
with any potential offers from startups based on the strategic fit of their offerings. However, if
the relationship develops and the incumbent perceives the startup’s value fit as good enough to
proceed, then other factors becomes more important, i.e. the startups underlying qualities. There-
fore, the startup should focus more on communicating their potential value fit in the early stages
of the process, before focusing more on their underlying qualities. This is illustrated in Figure 5.6
below.

100 %

The startups value fit The startups underlying qualities

Relative importance of the message
from the startup tto he incumbent

Time

Figure 5.6: Relative importance of communicating the startup’s value fit

Even though this model is very simplified, we believe it could aid startups in keeping the right
focus when engaging in initiation processes with new incumbents. This model could probably
be seen as more binary, as we got the impression that the incumbent at some point will accept
or acknowledge that there is a value fit, and from that point forth, the communication of this
becomes less important. However, it could be hard for the startup to identify when this incident
occurs. In addition, it could be a maturity process where the incumbent perceives a potential value
fit, but needs further reassurance before he or she fully stands behind it. As such, focusing on
communicating the value fit until there is no doubt, seems wise. Another limitation of the model is
that it does not take account for new decision makers entering the process. Nevertheless, we believe
this model can facilitate understanding for the relative importance of the value fit in relation to the
startups underlying qualities.
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Chapter 6

Concluding Remarks

In this thesis, we have tried to answer why incumbent firms choose to enter into agreements with
startups. Our goal was to develop an overarching construct that could create a holistic view on the
motivational drivers, process and evaluation seen from the incumbents perspective. We approached
this by dividing our problem statement into three RQs, which allowed us to create a comprehensive
interview guide based on literature reviews for each RQ. This interview guide was then used as
a basis for three in-depth interviews of three incumbent case firms. These firms were chosen by
purposeful sampling of the incumbent firms that the researchers’ firms, MovieMask, had been in
contact with. The chosen firms were Eplehuset, Telenor and Telco - all distribution partners located
in the Nordic Region.

In the following chapter, we will give the theoretical and practical implication this paper have
for the scientific community and aspiring entrepreneurs. More specifically, we will argue that
we have succeeded in giving a contribution in terms of a new overarching framework that could
help to explain why incumbent firms choose to collaborate with startups. Furthermore, we will
propose a practical framework for startups that can act as a guide towards getting a signed deal
from incumbents. However, these findings have several limitations, which will be further outlined
in Section 6.3, Limitations, followed by our proposal for further research in section 6.4, Further
Research

6.1 Theoretical implications

In chapter 1, Introduction, we argued that existing literature was insufficient in terms of giving an
overarching explanation of why incumbent firms choose to collaborate with startups. Furthermore,
we argued that there was a lot of literature touching the theme, but each from their separate angle.
More specifically, we found literature regarding the (i) motivational drivers for the incumbent to
enter an agreement, (ii) the initiation process between firms and (iii) various views of the success
factors for a startup that might be important for the incumbent. We also found that most of the
literature described relationships between established business and/or from the startups perspec-
tive.
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Overall, we believe we have given a theoretical contribution by constructing a new model of the
initiation process between a startup and an incumbent, seen from the latter perspective. This
model takes a holistic approach, as it explains the context of the incumbent, and the process
the parties goes through, as well as critical converters alongside the key underlying qualities of
the startup. Furthermore, we found that the startup should focus on communicating different
underlying qualities, at different stages in the process.

These findings further develop the general model of the initiation process described by Edvardsson
et al. (2007), Figure 2.1. First of all, we expand the model to take the context into account.
The context is important as it defines who the incumbents are, and what their motivation for
entering into agreements with startups are. Secondly, we describe the drivers and inhibitors as
dynamic factors, not static, as we found that they had changing relative importance. And lastly, our
model looks at the initiation process between startups and incumbents, seen from the incumbents
perspective. In sum, we believe our model could provide a better understanding of why incumbent
enter agreements with startups.

In terms of the different RQs, we believe we have given theoretical contribution for each of the
questions.

In terms of the incumbents motivational drivers for collaborating with startups, we found that the
importance of innovative products in relation to the incumbent’s firms value proposition was vastly
more important than all the other factors Kohler (2016) mentioned. More specifically, we found
no indications that "rejuvenate corporate culture” or ”attract and retain talent” was contributing
towards the motivation of the incumbent, and that ”expanding to new markets” and "PR and
marketing” was only given some importance.

In relation to the initiation process between the startup and the incumbent, we believe our new
model contributes by looking at this from the incumbents perspective, in contrast to Edvardsson
et al. (2007) and Aarikka-Stenroos (2008).

Lastly, we would argue that we have contributed with new findings explaining the relative im-
portance of the startups underlying qualities seen from the incumbents perspective. Given that
acquiring paying customers in order to validate the startups business model is their most important
success factors, understanding the importance of their underlying qualities seen from the incumbents
perspective is thus an important contribution to the existing literature from VC literature (Shep-
herd et al., 2000; Baum and Silverman, 2004; Hall and Hofer, 1993) and entrepreneurial literature
(Lussier, 1995; Connell et al., 2001; Gross, 2005; Ahmed, 1998; Aaboen et al., 2011).

6.2 Practical implications

We believe this thesis could aid both startups and incumbent to understand the initiation process
between them better. The overarching model proposed, as well as the relative importance of
communicating the startups value fit in relation to their underlying qualities, will benefit both
parties as to quicker find out if the relation between the two parties will work.

In relation to the startup, we have condensed our key practical findings in Figure 6.1 “A
Startup’s guide to get signed agreements from incumbents”. This Figure is modelled based on the
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different stages of the initiation process, and explains a simplified model of how the startup can
approach new customers with the purpose of getting a signed agreement.

1. Identify a relevant distribution partner.
Find one or several possible value fits.

Unrecognized <>
Recognized <>

2. Get a third party introduction to the

company.

Considered Q
3. Identify possible value fit between your

startup and the incumbent, present them
and adapt to their feedback.

! Constantly re-evaluate the alignment of |
! the incumbents and your startups view |
i on strategy and value fit. Improve/change

4. Understand which underlying qualities
the incumbent find important during the
different stages of the process.

5. Convince the incumbent that you score | if necessary and show that you take
high on all these qualities in an open and : feedback seriously. ,
trustworthy way. | T
Signed agreement <>

Figure 6.1: A startup’s guide to collaborating with incumbents

As one of the key findings of this paper is that the incumbents seeks out startups with innovative
products with the correct value fit, the first thing the startup should focus on is identifying relevant
distribution partners and position themselves as a potential value fit. Then, they should get a
relevant third party introduction to the the company, as this would increase the trust between the
parties. As a recognized actor, the startup now needs to focus on getting through a message of how
their product will be a value fit for the chosen incumbent. This is deemed necessary for moving on
to be considered by the incumbent. If the startup makes it this far, it will then be important to
understand which of the underlying qualities the incumbent values the most during the different
stages of the initiation. Our model, 5.5, can aid by giving an overview of what we found to be
deemed the most importance, but this would vary from firm to firm. Now, given that that the
startup gets which of the underlying qualities the incumbent values, they have to convince them
that they deliver on these, e.g. proving that they can deliver their products on time and that it
has the desired qualities. Lastly, it is important to consider that this guide needs to be constantly
re-evaluated, as one could jump between the stages, and that new actors could affect the perception
of the right strategy value fit from the incumbents perspective.

From the incumbents perspective, startups are seen as a source of of innovation and could aid
them in overcoming important business challenges. However, they do see a great amount of risk
in cooperating with startups, as they need to test an unproven solution. Therefore, this thesis can
give a better understanding of how other experienced incumbents deals with startups, and what
they see as important factors and critical converters during the initiation phase. In conclusion, we
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hope the insights from this paper could help more incumbents to be more open to new startup
collaborations, as well as having a more efficient process when searching for potential startups to
increase their level of innovation.

6.3 Limitations

In short, we have found three main areas of limitations. First, bias related to the researchers’
preunderstanding of the initiation process and personal relation with the respondents. Secondly, in
regards to the theory and method chosen. Lastly, the findings is confined based on the limitations
in regards to the choice and number of incumbents.

One potential source of bias in our study is that the researchers knew the respondents, and have an
ongoing collaboration with some of them. It is possible that the interviewees altered their responses
in order to not offend the researchers in any way, as previously outlined in section 3.6, Limitations
and Trustworthiness of the Study. However, based on the recordings, there seem to be a consistent
flow in the communication, and the respondent seemed eager to contribute to our thesis. This
gives indications of an open and honest communication (Qu and Dumay, 2011). Secondly, it is
important to consider that we as researchers had a preunderstanding of the initiation processes,
both theoretically and practically. This could have affected the findings, i.e. by making us focused
into particular field of interest to us as a startup.

In regards to the theory and method chosen, the theoretical construct is limited by the literature
review the researchers have conducted. As such, there may be relevant and important literature
the researchers did not cover. In order to minimize this limitation, we chose a semi-structured
interview approach. This means that we asked open questions, which allowed the respondent to
answer freely, and not always be constrained by the theoretical constructs.

One limitation is linked to the number and uniqueness of the incumbents chosen. Generalizing
findings from three case firms is challenging as the findings might be unique to one case only. But,
several of our findings are consistent between the incumbents. In addition, since the interviewees
had broad experience with startup-incumbent collaborations, we believe that our cases gave valuable
information that made it possible to generalize some of the key findings.

The geography of the incumbent firms is a potential limitation. The findings in this thesis is based
on a narrow part of the incumbent-startup-relationship realm. The case firms are located in a
small geographical area of the world. Hollensen (2008) states that the Nordic countries has a high
degree of trust in business relationships, which is a fundamental part of the results in the paper.
In addition, the only case firm located outside the startups home country stated that a “shared
Scandinavian culture” was important. This implies that before similar studies outside the Nordic is
conducted, our findings is only applicable to incumbents and startups in the Nordics. In addition,
two of three incumbents were within the telecom industry, while the last was within retail. All was
defined as distribution partners, based on Kohler (2016)’s definitions. As such, firms from other
industries and/or types of agreements could yield different results

The characteristics of the startup could also have big impacts on the initiation process. As an
example, the fact that MovieMask is a small, all-student hardware startup, with a very fast time-to-
market approach, were all mentioned by the case firms as defining aspects of MovieMask. Startups
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with software products, senior employees and a 5-year time-to-market goal, could possibly have
vastly different underlying qualities and initiation processes with incumbents As such, we have
focused to not only ask the incumbents about the initiation process with MovieMask, but with
startups in general.

This thesis does not take environmental factors into consideration. The political, environmental,
social, legal, economical and technical aspects of the environment could affect the incumbents
motivation for collaboration, how they evaluate startups and the process as a whole. Thus, a
different economic period, or with a different political environment, would might yield different
answers.

This thesis was conducted in a short time frame, and was mainly based on one hour long interviews
with the interviewees. As such, most of the data is based on the memory of the interviewee.
However, we did had existing mail correspondences and documents with the interviewees that
acted as a validation of their statements.

6.4 Further research

This research highlighted a number of topics on which further research would be beneficial. Firstly,
from our three research questions, (1) what is the incumbent’s motivational drivers for entering into
agreements with startups? (2) how does the initiation process between startups and incumbent firms
look like? (3) which of the startup’s underlying qualities is most important for getting a deal with an
incumbent firm?, we had several interesting findings. Our study was meant to be exploratory, and
we do think our findings were valuable. However, as we investigated all three of them together, we
do believe that our investigation only scratched the surface. As such, as a next step, we suggest to
further investigate the three research questions, preferably as independent studies, because we are of
the belief that only with independent studies would the researchers get the sufficient level of detail.
For instance, in response to research question number three, researching how the startup can better
build a trustworthy relationship with incumbent firms would be very beneficial for startups.

Secondly, as outlined in the previous section, the findings of this thesis is limited by the context of
this study. It is not yet clear if the findings of our study would yield the same results for incumbents
located in other geographical regions or in different industries. To fully understand why incumbent’s
enter into agreements with startups, we suggest to perform similar studies in other contexts, i.e.
across other geographical regions, with incumbents in other industries, and with a non-hardware
startup’s as research subject. What we would be looking for is if the criteria for relationships
between incumbents and startups, seen from the incumbent’s perspective, vary across industries or
geographical borders, or if the order of preference change.

Lastly, the findings of this thesis is limited to the research method. The findings is based on data
collected from interviews with only three case firms. We believe that our findings are interesting and
valuable, however further research on more incumbent firms would help to confirm, and possibly
develop, our model. One suggestion is to extend the study to a longitudinal study, that follow the
incumbent firms’ initiation processes with different startups. This would provide the researchers
with real time data, and not data based on the memory of the interviewee.
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Appendix A

Appendix

A.1 The work process of the master thesis

The different phases of the work process of this master thesis is illustrated in Figure A.1. A project
paper was done prior to this master thesis by the same authors. The interest for - and knowledge
about - the problem statement was evolved during the writing of the project paper. The work done
in the project paper was improved in the early stage of the master thesis work, before the researchers
studied literature on research methods and started creating the master thesis itself. In Table A.1
below, there is a brief explanation on Figure A.1, which show the progress and iterations that the
researchers have followed throughout the process the last 12 months. The steps are numbered in
an order of the time they were conducted, with some exceptions.

e New literature was reviewed throughout the process
e The interview construct (2) was continuously iterated during the interview phase (4)

e The researchers’ ability to interpret the results into an analysis was improved by each interview
and thus the interviews (4) and analysis (5) are intertwined.

e The concluding model in (8) was based on the theoretical framework from (2), but was
continuously used as a reference for how the thesis should be conducted
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Literature
review

After getting a practical understanding of the subject during the
researchers work in MovieMask, the initiation process was found
to be an interesting area to investigate. Literature reviews on
business relationships, the initiation process, startup success fac-
tors and valuation theory was conducted.

Theory-
based
structs
models

con-
and

The literature reviews in the project paper ended in a interview
construct for understanding the initiation process from the in-
cumbents point of view and an initial model of how the initiation
process in a startup-incumbent-relationship looks like from a the-
oretical perspective.

Literature
review on
methods

When the project paper was finished, the researchers also stud-
ied literature on appropriate methods to conduct the thesis.
When the appropriate method was found the researchers applied
this knowledge to the interview construct and the theoretical
initiation-phase model to start the interview phase.

Interviews

The interviews were based on the interview construct and the
theoretical initiation model. After selecting the cases based on
the theory from (3), there were five steps in the interview phase.
A test-interview phase where all obvious errors and improvements
where identified and then four consecutive interviews where the
last was used as a way to confirm that the characteristics of our
first three case firms was relevant to have consistent findings. In
each of these steps — any new knowledge that was acquired helped
the researchers reiterate the existing constructs and improved our
way of using the results in our analysis.

Analyzing
results

When all case firms had been interview, the researchers analyzed
the results and categorize them in findings relevant for this master
thesis.

Discussions

Then the analysis was discussed in light of the theory from (1).

Conclusions

Concluding remarks of the master thesis with notes on limitations
that were identified in light on the theory from both (1) and (3).

Main finding

The overarching framework of why and how incumbents enter
agreements with startups as an improved model of the theoret-
ical model from (2).

Table A.1: Explanation of the steps in Figure A.1
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A.2 Interview Guide

A.2.1 Generelt

Bakgrunn

Aller forst, kan du fortelle litt om din rolle i [Bedriften]?

Hvor mange startups har [Bedriften] inngatt samarbeid med de siste 5 arene? (Definerer
startups som en bedrift med et produkt/lgsning som ennd ikke har blitt testet pa markedet).

Hvilke type startups var dette?
Var det drevet av studenter eller voksne?
Var de norske eller utenlandske?

Som du vet, hvor mange startups har dere veert i dialog med, uten at det har endt i samarbeid?
Hvis du ikke vet svaret, har du en omtrent prosent?

Hvem har ansvaret for beslutningen om a inngéa samarbeid med startups i deres bedrift?

Er det flere eller fa beslutningstakere?

I dette sporsmalet gnsker vi a finme ut mer om bedriftens forhold til oppstartsbedrifter de siste arene.
Har de hyppig kontakt med oppstartsbedrifter eller er det sjelden? Er samarbeidet med MovieMask
det eneste tilfellet, eller er det i en rekke av mange oppstarter de har samarbeidet med?

RQ1: Hvordan ser initiation process ut?

Dere har veert i dialog med flere startups og inngatt samarbeid med X antall. For at dette
samarbeidet skal ha blitt inngatt, sa har dere gatt gjennom en initiation prosess. Var modell
for denne prosessen ser ut som i Figur 2.1.

— Man hgrer om bedriften for forste gang.

Man har forste kontakt.
Man forhandler

— Man inngar samarbeid

Kommentarer til modellen? Stemmer denne overens med din hverdag og hvordan du synes
dere har kontakt med startups?

Dette sporsmalet gnsker vi a besvare basert pa teori. Dette er for a begrense omfanget av opp-
gaven.

RQ2 Hva er grunnen for at en incumbent inngar samarbeid med startups?

Dere har veert i dialog med flere startups og inngatt samarbeid med X antall. De siste arene,
og fremover, hva er hovedgrunnen for at dere inngar samarbeid med startups?

Er det noe spesielt dere ser et spesielt verdifullt med nettopp unge, oppstartsbedrifter?

Helt apent spgrsmal forst, hvor han/hun gir et svar basert pa det han/hun mener var viktig
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o Ifplge en del fagartikler vil grunnene for at en incumbent inngar samarbeid med en startup
falle i en av de fplgende kategoriene (se tabell i Appendix C). Kan du rangere disse (og evt.
Vektlegge dem med en prosentsats) basert pa hva som var de(n) viktigste driveren(e) for
at dere inngar samarbeid med startups? En bedrifts mulige fordeler ved et bedrift-startup
samarbeid

e Ranger fra viktig-minst viktig

e Oppfplgingsspgrsmal rundt hvorfor de(n) driveren(e) ble sett pa som mer relevant enn de
andre

I dette spgrsmalet gnsker vi @ finne ut rasjonalet bak hvorfor de er interessert i a samarbeide med
startups. I folge Kohler (2016) vil grunnene for at en incumbent vil inngd samarbeid med en startup
falle i en av kategoriene i tabellen under. Stemmer dette? Eller er det flere drivere?

RQ3. Hvilke egenskaper til ved startups er viktigst for at en dere inngar et samarbeid
med dem?

Hvilke egenskaper og attributter var viktigst for at dere inngikk et samarbeid?

Hva matte veere pa plass av team, operasjonelt, finansiering, ferdig produkt?

I lgpet av initiation-prosessen, er det ulike ting dere ser etter?

Vi har delt inn de underliggende kvalitetene ved en startup i fglgende kategorier [Vis arket].
Hvordan vil dere vektlegge viktigheten av disse kvalitetene basert pa dere sa pa driverne XX
og YY (fra RQ2) som viktigst?

I dette sporsmadlet vil vi finne ut hvilke kvaliteter/faktorer ved startupen som wvar viktigst for at
MovieMask kunne fungere som en samarbeidspartner som oppfyller de grunnene de definerte 1
RQ2. Her tar vi utgangspunkt i rammeverket vi utviklet i prosjektoppgaven.

Hvilke signaler er utslagsgivende for a oppna kontakt med en incumbent og videre fa
en avtale?

e Dusier at XXX er de viktigste egenskapene ved en startup, for at dere skal innga et samarbeid.
e Hvordan kan en oppstartsbedrift signalisere dette?

e Hva skal til for at dere opplever en oppstartsbedrift XXX?

A.2.2 MovieMask

RQ1: Hvordan ser initiation process ut?

Slik sa initiation prosessen ut mellom MovieMask og [Bedrift]. Den er OK a ha med for hukom-
melsens skyld. Den spesifikke initiation prosessen vi har hatt med casebedriften vi intervjuer wvil
vi tegne opp pa forhand og ta med oss og vise til bedriften. Dette for a hjelpe dem huske de ulike
stegene i prosessen med MovieMask.
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A.2.3 RQ2 Hva er grunnen for at en incumbent inngar samarbeid med

startups?
Dere skrev under en intensjonsavtale med oss den XXXX. Hva var hovedgrunnen for at dere
inngikk et samarbeid med oss? Hva var det dere sa pa som verdifullt for dere?
Bruk gjerne kategoriene. Vis kategoriene under.

Oppfolgingspgrsmal med “Hvorfor det?”

RQ3. Hyvilke egenskaper til ved MovieMask var viktigst for at en dere inngikk et
samarbeid med dem?

Pa det tidspunktet dere inngikk et samarbeid med MovieMask, var ikke produktet lansert
enna. Hvilke egenskaper og attributter ved MovieMask viktigst for at dere inngikk et samar-
beid?

I lgpet av initieringsprosessen dere hadde med oss, var det ulike egenskaper dere sa etter?

Gitt at vi har delt inn de underliggende egenskapene ved en startup i folgende kategorier,
og tatt hgyde for “environmental factors” [viser sa tabellen]. Hvordan vil dere vektlegge
viktigheten av disse kvalitetene basert pa dere sa pa driverne XX og YY (fra RQ2) som
viktigst? Hvordan vil du rangere disse egenskapene fra viktigst til minst viktig nar det kom
til MovieMask?

Hyvilke signaler er utslagsgivende for 4 oppna kontakt med en incumbent og videre fa
en avtale?

Dette er slik vi husker prosessen (vis en illustrasjon av prosessen).

Hva husker dere som utslagsgivende for at dere responderte positivt pa var forste forespgrsel?
(Noen spesielle hendelser, signal)?

Hva husker dere som utslagsgivende for at dere valgte & ga videre i forhandlingene?
Hva husker du var grunnen for at dere valgte a innga avtale den XXX?

Du sa at XXX var den viktigste egenskapen til MovieMask. For hver av de underliggende
kvalitetene som var viktige, beskriv hvilke signaler dere oppfattet som understgttet dette?

Hva kunne vi signalisert til dere, for at denne prosessen skulle blitt enda bedre?

I dette sparsmalet vil vi sjekke om det er noen spesielle signaler som MovieMask har sendt ut som
har vert utslagsgivenede. Vi vil bruke signaling theory som rammeverk for dette sporsmalet. I tillegg
vil vi sjekke om det er “environmental factors” som pavirker. Et eksempel pa en slik environmental
factor kan vere at en konkurrent fikk et lignende produkt i sin butikk.

A.2.4 Avslutningsvis:

Synes du caset med MovieMask var unikt, eller var det et representativt case i forhold til
andre startups med fysiske produkter dere har veert borti?
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e Hvorfor/hvorfor ikke?

A.3 Theoretical constructs used in the interviews

A corporation’s potential benefits of an
incumbent-startup collaboration

Rank from 1-5, where 1 = most relevant

PR and Marketing

Solve business challenge /Fit to value prop

Expand to new markets

Rejuvenate corporate culture

Attract and retain talent

Figure A.2: Construct for collecting data about the benefits of collaboration
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Underlying Quality of the startup Points

Alliance Capital

A1: Buyers and suppliers

A2: Complementors and competitors

A3: Other

Human Capital

H1: Social aspects

H2: Experience and skills

PR & Marketing

PM1: Social Media Presence

PM2: Presence in other media

PM3: Brand

Financial Capital

F1: Funding

Distance

D1: Geographical distance

D2: Time to launch

Product

P1: Innovation

P2: Quality

P3: 1P

Figure A.3: Construct for collecting data about the underlying qualities of a startup
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