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Abstract 

Research on New Technology-based Firms (NTBFs) has made significant progress in 

understanding why these firms are founded in some locations and why they tend to 

agglomerate. The nearby availability of resources is described as a key factor because by being 

in close proximity to actors that possess resources, founders of NTBFs can make better use of 

social networks to obtain these resources. However, to date little is known about how NTBFs 

become more committed to – or anchored in – their founding location as they evolve. In other 

words, NTBF research provides limited knowledge about how these firms become more or less 

territorially embedded in their founding location. In addition, NTBF research also fails to 

explain if (and how) the two most common forms of early stage finance in NTBFs – i.e., 

bootstrapping and external equity finance (EEF) – are significant contexts influencing the 

emergence of the territorial embeddedness of these firms. This research uses qualitative, 

process-based research methods to create one generic story – or narrative – for a group of 

four bootstrapping NTBFs, and one generic story for a group of eight EEF NTBFs. I compared 

and contrasted these two generic stories and concluded that across a four-phase time frame, 

bootstrapping NTBFs tended to become more territorially embedded in their founding location 

than their EEF counterparts. Primarily this is because bootstrapping founders: a) developed 

more cohesive networks both within and outside the firm; b) tended to develop deeper social 

relationships based on mutual trust and strong direct ties; c) tended to initiate – and then 

maintain – a position of centrality in their networks; d) retained more autonomy in location 

decisions and appeared to (more actively) seek to configure and nurture their founding location 

networks. In contrast, EEF NTBF founders: a) developed much sparser networks both within 

the firm and outside; b) tended to develop shallower market and hierarchical relationships 

which are based on norms/sanctions, obligations/expectations, and weaker indirect ties; c) 

over time, tended to become increasingly more peripheral in their networks, and; d) have less 

autonomy in location decisions and appeared to (more passively) follow the investor’s (and 

sometimes their own) priorities for configuring and nurturing the networks in overseas 

locations.  
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Chapter 1. Overview  

1.1. Introduction  

The notion that New Technology Based Firms (NTBFs) bring many benefits to local economies 

is very pervasive indeed (Spencer & Kirchhoff, 2006; Storey & Tether, 1998a). Among the 

benefits pointed out by scholars, NTBFs grow faster than traditional firms (Bollinger, Hope, & 

Utterback, 1983; O’Regan & Sims, 2008) and generate highly skilled and well-paid jobs 

(Almus & Nerlinger, 1999). NTBFs also tend to focus on export markets (Preece, Miles, & 

Baetz, 1999) and have the ability to improve national competitiveness (Radosevich & 

Kassicieh, 1993). In addition, when NTBFs introduce innovative technologies, they can 

motivate industrial renewal (Rickne & Jacobsson, 1999) and stimulate larger, more traditional 

firms to follow suit and innovate too (Carayannopoulos, 2009; Doutriaux, 1991). As such, over 

the last decades, governments and policymakers around the world have been trying to 

incentivise the foundation of NTBFs and their growth in local economies (Fieser, 1993; Florida 

& Kenney, 1988; Kirwan, Sijde, & Groen, 2006; Storey & Tether, 1998b).  

However, in today’s globalised knowledge economy, the benefits NTBFs can bring to local 

economies may be very short-lived, especially if NTBFs become prematurely disembedded 

from their local economies. This may be a more obvious problem when NTBFs are founded in 

small, open economies – like New Zealand. NTBFs founded in such locations often have to 

internationalise very early in their lives. Then, because NTBFs are usually resource-poor they 

may have to prioritise larger overseas markets to the detriment of their smaller home markets 

(Autio & Yli-Renko, 1998; Keeble, Lawson, Smith, Moore, & Wilkinson, 1998a). 

Additionally, in order to compete with large incumbent firms, NTBFs may have to cut costs by 

shifting value-creating economic activities, such as research and development (R&D) and 

manufacturing, to cheaper locations overseas (Keeble et al., 1998a; Lindqvist, 1997).  

The potential problem of disembeddedness due to the effects of globalisation was first exposed 

in the works of Giddens (1990, 1991). With these effects in mind, scholars have portrayed 

disembeddedness as a phenomenon whereby economic action – and its inherent social relations 

– become disconnected from their original local context of interaction (Dacin, Ventresca, & 

Beal, 1999; Ulhøi, 2005). Indeed, when a “firm cuts ties within a region (for instance by 

disinvestment or plant closure) a process of disembedding takes place”, thus likely inhibiting 
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the firm’s potential to foster local value creation and local economic growth (Hess, 2004, p. 

178). As such, as a consequence of NTBFs becoming prematurely disembedded from their 

founding location, the highly desirable economic benefits they are expected to bring to their 

local economies can diminish, or perhaps simply cease to exist.  

NTBF research has made significant progress in understanding the context within which 

NTBFs are founded and the advantages for these firms when they become agglomerated in 

certain locations. This body of research tends to highlight the nearby availability of resources 

(such as knowledge, human resources, networks, technological and physical resources) as a 

key factor influencing the foundation and agglomeration of NTBFs in particular locations 

(Audretsch & Lehmann, 2006; Lafuente, Vaillant, & Serarols, 2010). More specifically, 

scholars have argued that NTBFs can take advantage of knowledge spillovers and networks 

when they are located nearby other NTBFs, be that within clusters (Bathelt, Malmberg, & 

Maskell, 2004; Keeble et al., 1998a; Maine, Shapiro, & Vining, 2010; Malmberg & Maskell, 

2002; Rocha & Sternberg, 2005), within science parks (Dettwiler, Lindelöf, & Löfsten, 2006; 

Löfsten & Lindelöf, 2002; Westhead & Storey, 1994), or simply through being founded in 

close proximity to universities (Audretsch, Hülsbeck, & Lehmann, 2012; Audretsch, Lehmann, 

& Warning, 2005). In these locations founders of NTBFs can tap into “local spatial bonds” that 

are essential for the birth and continued existence of these young and resource-poor firms 

(Trettin & Welter, 2011, p. 577). The findings of these studies support the notion that close 

proximity to actors that possess resources can help the founders of NTBFs use their social 

networks to obtain the resources they need (Anderson, Park, & Jack, 2007; Lin, Li, & Chen, 

2006; Partanen, Möller, Westerlund, Rajala, & Rajala, 2008).  

While the body of research mentioned above sheds light on the reasons why NTBFs tend to be 

founded and agglomerate in particular locations, it fails to explain why NTBFs will choose to 

remain in or leave their founding location as they evolve over time. In other words, it fails to 

explain why NTBFs become more or less territorially embedded in their founding location. 

According to Hess (2004), territorial embeddedness “is the degree of commitment of an actor 

to a particular location” (p. 178). Further, White (2004) specifies that when such actors are 

firms, territorial embeddedness can be understood as “the manner in which firms become 

anchored in particular places” (p. 245). With that in mind, while I can say I know why NTBFs 

may be founded in certain locations, it is currently unclear why some NTBFs remain committed 

to and anchored in their founding location.  
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Scholars portray embeddedness as a complex and multilevel process that emerges over time 

and is highly dependent on context (Granovetter, 1985; Hess, 2004; Oinas, 1997). The 

entrepreneurial finance literature suggests the two most important, early-stage finance 

mechanisms used in NTBFs (i.e., bootstrapping finance and external equity finance) may also 

be significant contexts for how NTBFs become more or less territorially embedded in their 

founding location.  

On the one hand, the bootstrapping finance literature suggests, for example, that bootstrapping 

entrepreneurs are more likely to rely on personal social capital (e.g., friends and family) and 

strong relationships with clients and suppliers to obtain the non-financial resources they need 

(Grichnik, Brinckmann, Singh, & Manigart, 2014; Patel, Fiet, & Sohl, 2011; Smith, 2009). 

Such reliance could potentially lead the bootstrapping entrepreneur to become more embedded 

in their local social networks over time, and, in turn, the bootstrapping NTBF to become more 

territorially embedded in the founding location. On the other hand, the external equity finance 

(EEF) literature suggests, for example, that EEF entrepreneurs are likely to rely on the much 

more extensive and broader social network provided by their investors (Hsu, 2004). In addition, 

it is also possible that EEF entrepreneurs are comparatively less reliant on their own social 

capital because the financial capital brought in by their investors can replace or diminish the 

need for founders to make use of their own social capital. This may happen simply because, 

with financial capital at their disposal, founders are able to pay for the non-financial resources 

they need (Rosenbusch, Brinckmann, & Müller, 2013).  

Although these arguments drawn from the entrepreneurial finance literature are plausible, they 

are, however, speculative. To date, empirical research has yet to establish if there exists 

causality between the early-stage finance tools used in NTBFs and the level of the firm’s 

territorial embeddedness in its founding location. In other words, we do not know if (or how) 

bootstrapping finance or external equity finance may affect the territorial embeddedness of the 

NTBF in its founding location. Could bootstrapping NTBFs over time become inherently more 

territorially embedded in their founding location than EEF NTBFs, or is it the other way 

around? Thus, the overarching research question this study seeks to answer is: How do the two 

most common forms of early-stage financing in NTBFs (i.e., bootstrapping finance and external 

equity finance) affect the emergence of the territorial embeddedness of these firms in their 

founding location? 
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This study is qualitative and exploratory. The objective is to fill the knowledge gaps described 

above. I do that by exploring how the territorial embeddedness of an NTBF in its founding 

location emerges over time. More specifically, to understand how this emergence occurs I 

investigate how NTBF entrepreneurs use social capital (to gain access to resources they need) 

and how they make location decisions, thus becoming more or less embedded in founding 

location networks. In addition, I also reveal, compare and contrast how the emergence of such 

territorial embeddedness occurs for NTBFs in the specific contexts of primarily using either 

bootstrapping finance or external equity finance.  

1.2. The domain of this study  

1.2.1 Understanding embeddedness and the focus of this study  

The embeddedness literature consistently acknowledges the concept of embeddedness as 

stemming from the works of Karl Polanyi (1944, 1957). However, it was the seminal work of 

Granovetter (1985) that gave the concept its contemporary form and credence in social science 

disciplines. Indeed, in his 1995 study, Granovetter established the link between the “existence 

of embedded relations and social structures in the context of market societies” (Hess, 2004, p. 

171). For Lie (1997), Granovetter was also responsible for creating one of the most irrefutable 

assumptions for the concept of embeddedness, namely that “social networks – built on kinship 

or friendship, trust or goodwill – sustain economic relations and institutions” (p. 349). 

Following Granovetter’s seminal work, the concept of embeddedness gained considerable 

attention from a variety of scholars with interests across a range of domains and topics. As 

such, extensive work has been done to review the meaning of embeddedness in terms of 

economic sociology (e.g., Grabher, 1993; Lie, 1997; Powell & Smith-Doerr, 2010), business 

and organisation research (e.g., Dacin et al., 1999), economic geography (e.g., Dicken & 

Malmberg, 2001; Dicken & Thrift, 1992; Oinas, 1997) and network studies (e.g., Habinek, 

Martin, & Zablocki, 2015; Halinen & Törnroos, 1998; Oerlemans, Meeus, & Boekema, 2001; 

Uzzi, 1997). As a consequence of these diverse scholarly conversations, the concept carries a 

variety of meanings and is used in a multitude of contexts and phenomena (Dacin et al., 1999; 

Markusen, 2003; Oinas, 1997). 

In the wake of such a wide range of uses and meanings for the concept, scholars (e.g., Dacin et 

al., 1999; Oinas, 1997) have expressed concerns about the need for embeddedness researchers 

to be more attentive to the boundaries of the embeddedness phenomenon. On the same note, 
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Pike et al. (2000) make a clear call to embeddedness researchers to be more specific and answer 

the question of who is embedded in what in their research projects.  

In response to Pike et al. (2000), Martin Hess (2004) developed a model (see Figure 1, below) 

intended to create a more widely accepted understanding about the real meaning of the concept 

of embeddedness and to summarise the existing knowledge in terms of who is embedded in 

what. In this model, Hess (2004) advances the notion that the concept of embeddedness is made 

up of three dimensions: network embeddedness, territorial embeddedness and, societal 

embeddedness. “These three dimensions of embeddedness are of course closely knitted to one 

each other and in combination, form the space-time context of socio-economic activity” (Hess, 

2004, p. 178). Thus, with such an explanation in mind, I argue that his model of embeddedness 

suits this study perfectly because it encompasses the notion of that embeddedness occurs, 

concomitantly and interdependently, in networks and in spaces. More importantly, the model 

embraces the notion that both embeddedness and disembedded needs time to occur. In the 

following paragraphs, I provide a brief overview of each of the three dimensions and 

especifically point out the focus of this study in relation to these dimensions.  

Network embeddedness “describes the network of actors a person or organisation is involved 

in” (Hess, 2004, p. 174). It is about the composition and structure of the network and therefore 

encompasses its relational dimension and its structural dimension.  

The relational dimension can be explained as the soul of the network. It is concerned with the 

nature of the relationships between actors, including how meaningful, durable and stable they 

are. Social capital and network scholars (e.g., Adler & Kwon, 2002; Nahapiet & Ghoshal, 

1998) argue that pertinent questions here include whether these relationships are long-term 

social relationships based, for example, on mutual trust and mutual identification. In these 

kinds of relationships, one actor helps the other (e.g., through referrals or favours) in the 

expectation of recurring interactions. Alternatively, relationships can be merely one-off, 

superficial market transactions (e.g., an actor conducts a one-off sale of a product/service to 

another actor, and they never interact again) or hierarchical (e.g., where despite not knowing 

every single employee, the CEO of a large company is still hierarchically related and can 

command every single employee). 

The structural dimension can be explained as the physical body of the network; in other words, 

“the structure and evolution of the network as a whole” (Hess, 2004, p. 177). The structural 

dimension of the network can be described as a blueprint for the relationships between actors 
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(Adler & Kwon, 2002; Nahapiet & Ghoshal, 1997). For example here, pertinent questions 

include whether ties exist between actors. Furthermore, for a more extensive understanding of 

the structural dimension, one should be able to comprehend if these existing ties between actors 

are direct or indirect, and the strength of the ties (i.e., strong or weak ties).  

Territorial embeddedness relates to the territorial configuration of the actor’s network. The 

key characteristic of this dimension of embeddedness is the location of the actor’s relationships. 

Accordingly, pertinent questions for shedding light on this dimension explore the physical 

distribution and relative importance of an actor’s relationships (i.e., locally based or based 

somewhere else). Furthermore, territorial embeddedness is related to spatial lock-in and, 

therefore, the commitment and/or desire of an actor to remain (or not remain) “anchored in 

particular territories or places” (Hess, 2004, p. 177). Hess (2004) argues that while the broader 

literature on embeddedness invariably conveys the importance of personal relationships and 

networks to the generation of trust, “proponents of the local embeddedness literature have 

concluded that spatial proximity facilitates relationships based on trust” (emphasis added 

p.174). 

Societal embeddedness relates to the “history of the social networks” of actors as well as the 

“heritage” of these actors (Hess, 2004, p. 177). This dimension of embeddedness can be seen, 

for example, when older firms become representations of a society’s DNA – or firms are 

symbols of a particular culture, location or country. According to Hess (2004), it “signifies the 

importance of where an actor comes from…” (p.176). As such, societal embeddedness will be 

more noticeable in older firms, which have had enough time to develop a traceable history in 

their networks whilst becoming deeply entrenched in society. A good example of such 

embeddedness is the Ford Motor Company, which from its origins in 1903, and still to this day 

carries, complies with, and more importantly, exudes societal values deeply ingrained in US 

society. Thus, because my focus is on New Technology Based Firms, I do not consider this 

dimension in the study. I am dealing with young firms still in their infancy, whose 

characteristics of historical background or heritage will inevitably be underdeveloped – or even 

absent. In Figure 1 below, I explain how this study fits within Hess’ (2004, p.178) model of 

embeddedness. 
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Figure 1. Dimensions of embeddedness and the focus of this study adapted from Hess (2004, p.178) 

 

With regard to the dimensions of the embeddedness concept, I argue that the focus of this study 

sits precisely at the intersection between the network embeddedness dimension and the 

territorial embeddedness dimension. Within this focus, I embrace the well-established notion 

that embeddedness is a spatial-temporal concept that requires adopting a dynamic view of 

social structures and the agency of actors within those structures. As Hess (2004) suggests, this 

dynamic view of social structures and agency implies that the sub-dimensions of embeddedness 

“have to consider developments over time and changes in the spatial configuration of 

networks” (p. 178). In embracing this view, and as made explicit in the research questions and 

process based research methods used, my focus is trying to understand how the emergence of 

the territorial embeddedness of NTBFs (in their founding location) occurs over time. In section 

1.3, I will further explain how the overarching research question and the two sub-research 

questions, yet to be presented, fit together to align with the focus of this study – and the 

dimensions of embeddedness portrayed by Hess (2004), as outlined in Figure 1 above.  

1.2.2 Understanding why early-stage finance can be a significant context 

Langley (1999) argues that when scholars investigate process phenomena (e.g., how things 

emerge and evolve over time), it becomes all the more important to “identify the effect of a 

contextual variable on the evolution of events” (p.693). In this research, the most important 
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contextual variables are the two early-stage financial mechanisms NTBF are most commonly 

able to obtain. The overarching research question is designed to test my belief that these 

contextual variables can potentially have an impact on the evolution of events that lead to the 

NTBF becoming more or less territorially embedded in its founding location. 

Entrepreneurial finance scholars frequently advance the notion that the most common forms of 

early-stage finance available to technology entrepreneurs are either bootstrapping the business 

or raising external equity finance (Berger & Udell, 1998; Brierley, 2005). In this section, I 

provide a brief overview of why I believe bootstrapping and external equity finance methods 

can potentially affect the emergence of the territorial embeddedness of NTBFs in relation to 

their founding location. More specifically, I draw on the bootstrapping and EEF literature to 

suggest that entrepreneurs making use of these two early-stage finance methods could 

potentially use social capital to make location decisions in fundamentally different ways.  

Bootstrapping finance  

Scholars concur that bootstrapping finance is not a simple and easily described financing 

method (Ebben & Johnson, 2006; Winborg & Landström, 2001). It involves a range of 

processes and techniques rather than actors necessarily borrowing financial resources owned 

by another actor, which is the traditional notion of financing. Bootstrapping finance is usually 

much more than that. In this study, I follow scholars (e.g., Freear, Sohl, & Wetzel, 1995; R. 

Harrison, Mason, & Girling, 2004) who describe “bootstrapping as a range of highly creative 

ways of acquiring the use of resources without borrowing money or raising equity financing 

from traditional sources” (R. Harrison et al., 2004, p. 310). For Baker and Nelson (2005), 

bootstrapping finance is the ability that some entrepreneurs have to “create something from 

nothing” (p. 330). 

Entrepreneurial finance research makes a clear distinction between two types of bootstrapping 

entrepreneurs. The first type demonstrates high levels of control aversion – the fear of losing 

control through selling equity in the firm (Berggren, Olofsson, & Silver, 2000; Cressy & 

Olofsson, 1997). Typically, these entrepreneurs will intentionally avoid external equity 

financing. The second type is the bootstrapping entrepreneur who is eager to obtain EEF but 

struggles to do so because external equity investors are not willing to invest the financial capital 

required by the entrepreneur. Therefore, these entrepreneurs are left with no other choice than 

bootstrapping their businesses (Vanacker, Manigart, Meuleman, & Sels, 2011). In this study, I 
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focus on the first type of bootstrapping entrepreneur, as they better represent the characteristics 

and journey of a bootstrapping entrepreneur in their NTBF. 

Bootstrapping finance scholars argue that effective use of bootstrap financing techniques 

requires entrepreneurs to possess, explore, and manage their social capital well (Jones & 

Jayawarna, 2010; Jonsson & Lindbergh, 2013; Smith, 2009). Indeed, a quick look at some of 

the most common bootstrapping techniques reveals that almost invariably, bootstrapping 

entrepreneurs have to make use of their own social relationships in a rather intense way to gain 

access to some of the basic non-financial resources they need (Smith, 2009; Winborg & 

Landström, 2001).  

Among these techniques, bootstrapping founders may borrow equipment or set up in a rent-

free space such as their parents’ garage. They may delay payments to suppliers, take small 

loans from friends and family, and ask for all sorts of personal favours to get the resources they 

need. In addition, bootstrapping founders may also tap into the resources and social capital 

provided by their customers (e.g., through advance payments and/or referrals), and by hiring a 

cheaper workforce (Jones & Jayawarna, 2010). At the core of all of such techniques is the 

ability of the entrepreneurs to cultivate their social relationships with other actors, who then 

provide the resources they need. As a consequence of the intensive use of such bootstrapping 

techniques, NTBF entrepreneurs and their firms can become indebted to the actors who have 

helped them (Grichnik et al., 2014). In these environments, loyalty, trust, and embeddedness 

in local social networks can indeed create the right conditions for NTBFs to flourish.   

External Equity Finance 

Entrepreneurial finance scholars (e.g., Berger & Udell, 1998; Carpenter & Petersen, 2002; 

Müller & Zimmermann, 2009) describe external equity finance as encompassing formal 

finance mechanisms that involve entrepreneurs obtaining external financial resources, be that 

in public equity markets (e.g., through an initial public offering of shares) or private equity 

markets (e.g., through angel or venture capital investments), and in exchange – providing the 

owners of these financial resources with equity in their firms. Berger and Udell (1998) point 

out that external equity finance implies that entrepreneurs will lose at least some control in 

their firms. However, they argue some entrepreneurs “may choose external equity to help share 

the risk with less risk-averse investors” (p. 624). Overall, findings across the entrepreneurial 

finance literature make it possible to hypothesise that EEF entrepreneurs potentially rely less 
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on their own local social capital as a means to get access to resources. There are four main 

reasons for this rationale, as outlined below.  

First, under normal conditions, entrepreneurs will naturally found their firms close to friends, 

family and home where the majority of their own social capital is held (Stam, 2007). However, 

from the EEF founder’s perspective, the availability (or lack) of equity finance in their intended 

founding location could be a factor in their decision making around where to start up their 

business. For example, instead of setting up their NTBF in a location close to home, EEF 

entrepreneurs could decide to set up in a location that has more vigorous equity investment 

activity (such as the Silicon Valley) with the aim of having better access to equity investors 

(De Prijcker, Manigart, Collewaert, & Vanacker, 2014). In other words, they will prefer to 

establish their NTBF in such locations rather than where the majority of their own social capital 

is naturally based.  

Second, entrepreneurial finance research has scrutinised location bias among some external 

equity investors. Angel investors and venture capital firms, in particular, prefer to invest in 

firms that are located close to their offices (Aram, 1989). Accordingly, if NTBF entrepreneurs 

have not founded their NTBFs in close proximity to investors, they may be induced or even 

pressured to relocate in order to get more investors on board (Cumming & Dai, 2010; De 

Prijcker et al., 2014)  

Third, after securing an equity investment in their NTBF, founders will have financial capital 

at their disposal. They can thus buy required non-financial resources (Rosenbusch et al., 2013), 

instead of relying on their own social capital. In other words, the equity capital that becomes 

available to NTBF founders acts as a substitute for the social capital they would otherwise have 

to use. They can simply hire new staff members, rent an office or buy a piece of machinery 

instead of counting on friends and family to provide these resources.  

Fourth, EEF entrepreneurs tend to use investors’ social capital as a means to get access to 

resources. Because angel EEF investors are usually experienced entrepreneurs, they are often 

willing to contribute to the development of the NTBF by acting as a mentor through providing 

entrepreneurial knowledge and expertise (Saetre, 2003; Van Osnabrugge, 2000). Entrepreneurs 

can, therefore, draw on not only the equity investor’s knowledge and expertise, but also on 

their social capital (Aram, 1989; Paul, Whittam, & Wyper, 2007; Saetre, 2003; Shane & Cable, 

2002). The social capital provided by external equity investors can substitute – or even 

completely replace – the entrepreneur’s own social capital. Indeed, using equity investors’ 
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social capital and networks as a means to get access to resources has been noted as one of the 

main benefits EEF entrepreneurs expect from equity investors (Hsu, 2004; R. Wright & Ken, 

1998). In summary, the use of own social capital as a means to get access to non-financial 

resources can be diminished or become obsolete either before or after the entrepreneur manages 

to secure an injection of capital from equity finance providers. 

1.2.3 Understanding NTBFs and adjacent concepts 

Scholars have argued that NTBFs constitute an ideal setting for investigating embeddedness 

(Bliemel & Maine, 2008; Lyons, 2000). I concur with this view, especially because innovation 

and entrepreneurial activities are at the core of what NTBFs do. Indeed, both activities benefit 

immensely from the ability of actors - within the firm or outside the firm - to become embedded 

in networks (Keeble et al., 1998; Lyons, 2000). In addition, another advantage of using NTBFs 

in embeddedness studies is because these firms can be easily defined.  

Researchers have reasoned that NTBF definitions fall into two categories – broad and narrow 

(Lindelöf & Löfsten, 2002; Storey & Tether, 1998a). The definition of NTBFs used in this 

study fits into the broad category because I consider “all new firms operating in high 

technology sectors” (Storey & Tether, 1998a, p. 934). High technology sectors have a higher 

than average ratio of R&D expenditure to revenue, and/or in comparison to other sectors, 

employ proportionally more highly skilled personnel such as engineers and scientists (Butchart, 

1987). With the above in mind, I can argue that I have adopted a definition that allows me to 

unequivocally identify an NTBF. More importantly, by using a broad definition, I will also be 

able to select potential case studies from a broad population of firms.  

However, despite such strong definition and potential for easily identifying potential case 

studies, in this study, I have concluded that I should be flexible and recognise the need to 

explore concepts that are adjacent to the term NTBF. This flexibility is justified and very much 

necessary because the term has not attracted as much attention as some of the other terms for 

which it can be substituted. For example, entrepreneurial finance research usually adopts the 

terms technology-based firms (TBFs) or startups, which are, in essence, the same type of firm. 

Another example comes from Luostarinen and Gabrielsson (2006). They argue that their 

research on born globals involved reviewing literature that was not exclusively focused on born 

globals. Instead, they also reviewed the literature on NTBFs, high tech startups, global startups 

and global knowledge-intensive. For them, all of these are firms are similar and therefore 

belong to the same definitional realm. 
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Following the rationale above, I have decided to expand the scope of the literature that informs 

this research. Indeed, I believe that adopting this flexibility was necessary and greatly benefited 

this study.  For example, by accessing a more extensive range of studies, I managed to develop 

a much better understanding of the core phenomenon, contextual variable, and causal 

mechanisms that I investigate. All of which will be explained in the next section and in the 

literature review chapter. 

1.3. Research questions and how they will be answered 

This study seeks to advance research on the emergence of the territorial embeddedness of 

NTBFs in their founding location. As mentioned previously, I also aim to unveil, compare, and 

contrast (if and how) the two most common forms of early-stage financing for NTBFs 

(bootstrapping and EEF) affect their emerging territorial embeddedness. Thus, the overarching 

research question this study seeks to answer is: 

• How do the two most common forms of early-stage financing of NTBFs (i.e., 

bootstrapping finance and external equity finance) affect the emergence of the territorial 

embeddedness of these firms in their founding location?  

Previously, in section 1.2.1, I outlined the two highly intertwined dimensions (network and 

territorial) of the embeddedness concept described by Hess (2004). I have positioned this study 

precisely at their intersection and explained that in order to delve into the network dimension, 

it is necessary to investigate both the structural characteristics and the relational 

characteristics of the networks that NTBF entrepreneurs build. Further, in the same section, I 

explained that under the territorial dimension, what matters is the physical distribution and 

relative importance of the networks. As such, it becomes necessary, for example, to investigate 

if location decisions make the networks in the founding location more or less important than 

the networks established elsewhere. 

In this section, however, I will explain how I plan to operationalise the research to answer the 

overarching research question. My intent here is twofold. First, I will explain why I investigate 

the entrepreneur’s use of social capital, as the primary causal mechanism, to unveil both the 

structural and relational characteristics of the networks that entrepreneurs build. This will 

culminate with the introduction of the first sub-research question. Second, I will explain why I 

investigate the entrepreneur’s location decisions, as the secondary causal mechanism, to unveil 

the physical distribution and the relative importance of the networks that entrepreneurs build. 
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I will then introduce the second sub-research question. It is this joint investigation of the 

primary causal mechanism (entrepreneur’s use of social capital) and secondary causal 

mechanism (location decisions) that will allow me to answer the overarching research question.   

Entrepreneur’s use of social capital 

It is possible to maintain that the social capital and network literature belong to two distinct 

bodies of research. However, scholars specialising in these areas have long recognised that, in 

practice, the constructs are deeply intertwined. As such, many embrace the view that each 

construct can be considered a component of the other and, at the same time, neither construct 

can be explained without the other (Burt, 2000; Lin, 2017). Anderson and Jack, for example, 

suggest that social capital has been recognised as “both the origin and the expression of 

successful network interactions” (2002, p. 193). In addition, they suggest that social capital can 

be “both the glue that binds to create a network and also the lubricant that eases and energises 

network interaction” (Anderson & Jack, 2002, p. 193). I concur with this notion that networks 

are made of social capital, and that social capital cannot be understood without the networks 

and relationships that occur between actors.  

With the above in mind, I argue that scholars can operationalise embeddedness research by 

focusing their inquiries either on the network construct or on the social capital construct. In 

this study, I have decided to focus on the social capital construct, and below I will explain the 

three main reasons for this decision.  

First, I believe the social capital construct is more tangible and easier to understand than the 

network construct. This is because social capital is intrinsically related to resources, and the 

term resources is indeed tangible and easy to understand. More importantly, the term resources 

is part of the entrepreneur’s vocabulary and therefore, easily understood in the interviews. The 

intrinsic relationship between social capital and resources is very well expressed in Nahapiet 

and Ghoshal’s (1998) definition of social capital, which I adopt in this study. They advise that 

social capital can be understood as the total amount of resources (readily available or 

potentially available) “embedded within, available through, and derived from the network of 

relationships possessed by an individual or social unit. Social capital thus comprises both the 

network and the assets that may be mobilised through that network” (Nahapiet & Ghoshal, 

1998, p. 243). I believe that dealing with a tangible and easy to understand construct is essential 

to improving the precision of the analysis and clarity of arguments. For example, I will be able 



 

22 
 

to generate other elements of the research, such as sub-research questions and interview 

questionnaires, that are correspondingly tangible and easy to understand.  

Second, the social capital construct fits well with the unit of analysis of this research. Social 

capital is a construct that is attributable concomitantly to individuals and to the relationships 

they establish with others (Adler & Kwon, 2009; Woolcock, 1998). This is a particularly 

important feature for this research because the unit of analysis in all the case studies I present 

is the NTBF entrepreneur (see sections 1.5.1 and 1.5.2 for more detail on the unit and levels of 

analysis). In other words, in each of the 12 case studies I have developed, I only interview the 

individual entrepreneurs, never a group of individuals or actors or anybody else belonging to 

their networks.   

Third, and more importantly, I have chosen to focus on the social capital construct because a 

substantial number of scholars have already used social capital to investigate the embeddedness 

phenomenon (see: Adler & Kwon, 2009; Burt, 2000; Coke et al., 2005; Coleman, 1988; 

Nahapiet & Ghoshal, 1998). As such, I can rest assured that the operationalisation of the 

research through the use of the entrepreneur’s social capital has precedents and will work. 

Furthermore, such studies also provide direction on how to proceed with the research. For 

example, almost invariably, previous inquiries have explored the structural and relational 

dimensions of social capital to find out more about embeddedness. With that in mind, in the 

following paragraphs, I explain how the structural and relational dimensions of entrepreneurs’ 

social capital will help me to understand if and how NTBFs become more territorially 

embedded in their founding location.    

In essence, the structural dimension of social capital can be identified through the presence or 

absence of ties between actors (i.e., direct or indirect relationships) and the strength of these 

ties (i.e., strong or weak ties) (Burt, 2000; Nahapiet & Ghoshal, 1997, 1998). These aspects of 

the structural dimension are important in terms of the social capital of an actor, such as the 

founder of an NTBF, for example. NTBF founders can use their own direct relationships to 

bridge and facilitate access to a valuable resource (e.g., knowledge, employee, equipment) that 

someone else possesses. Alternatively, indirect or absent ties occur when the NTBF founder 

does not directly know the owner of a particular resource. In such situations, the NTBF founder 

can ask someone else that he/she does know to make introductions and facilitate a transaction.  

The essence of the relational dimension of social capital is the types of relationships 

entrepreneurs build over time and the key mechanisms that are formed within and govern these 



 

23 
 

relationships. According to Burt (2000), the intensity of relationships also helps define the 

relational dimension. For example, are there deeply established social relations? Alternatively, 

are relationships merely superficial, based on market and/or hierarchical relations?  Nahapiet 

and Ghoshal (1997, 1998) provide more detail about the types of mechanisms that govern 

relationships, and which ones play a significant role in understanding the relational dimension 

of social capital. More specifically, they identify the following mechanisms as key elements of 

the relational dimension of social capital:  

• the trustworthiness of an actor and the trust between actors: the foundations of 

relationships between actors;  

• identity and identification: the “process whereby individuals see themselves as one with 

another person or group of people” (Nahapiet & Ghoshal, 1997, p. 38);  

• obligations and expectations: the commitment that one actor feels toward another, 

especially in favour exchanges or when formal relationships are established;  

• norms and sanctions: represent the rules of expected behaviour in strongly convergent 

groups, which if not followed, can then incur penalties (or sanctions) (Nahapiet & 

Ghoshal, 1997).   

Thus, after justifying my decision to use the social capital construct and providing more detail 

about the way I will operationalise this area of the research (i.e., focusing on the structural and 

relational dimensions of the social capital), I can now introduce the first sub-research question: 

• RQ 1: How do the two most common forms of early-stage financing in NTBFs (i.e., 

bootstrapping finance and external equity finance) affect the ways in which 

entrepreneurs use social capital to access the non-financial resources they need over 

time?  

Figure 2 below demonstrates that in addressing RQ 1, I will shed light on the top square of 

Hess’ (2004) model of embeddedness; specifically, the composition and structure of the 

networks that entrepreneurs build over time. The remainder of this section is dedicated to 

explaining how I will use the secondary causal mechanism – i.e., location decisions – to shed 

light on the bottom square of the model of embeddedness, the condition and territorial 

configuration of the networks. 
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Figure 2. How this study’s research questions fit with the model of embeddedness 

 

Location decisions 

I have previously explained that I embrace Hess’ (2004) perspective of embeddedness as a 

spatial-temporal concept. In embracing this perspective, I must “consider developments over 

time and changes in the spatial configuration of networks [emphasis added]” (Hess, 2004, p. 

178). In essence, it is possible to investigate and explain the emerging spatial configuration of 

the networks based on an analysis of the location decisions made by entrepreneurs. As will be 

explained in the literature review chapter, the expected location decisions will place the NTBFs 

in a spectrum from highly embedded (where all value-creating functions are in the founding 

location) to highly disembedded (where the NTBF has been entirely relocated to an overseas 

location). These location decisions will, in turn, indicate where the NTBF entrepreneurs are 

using their social capital. Thus, I will be able to evaluate, for example, if NTBF entrepreneurs 

are growing stronger or weaker relationships over time, either in the founding location or 

elsewhere. With that in mind, I can now introduce the second sub-research question:  

• RQ 2: How do location decisions in bootstrapping and EEF NTBFs affect the 

entrepreneur’s use of social capital in the founding location over time?  
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Ultimately, Figure 2 above explains that by concomitantly answering sub-research question 

one and sub-research question two in both early stage finance contexts, I will be able to 

generate two distinct generic stories: one for bootstrapping NTBFs and one for EEF NTBFs. It 

is only by comparing these two generic stories that I will then be able to answer the overarching 

research question.       

1.4. Contributions of the thesis  

1.4.1 Theoretical contributions  

I will make three main theoretical contributions in this study. First, I will contribute to the 

literature on territorial embeddedness by exploring how the phenomenon emerges in the 

context of NTBFs in their founding location. As explained earlier, NTBF research has made 

significant progress in understanding the context within which NTBFs are founded and the 

advantages for these firms when they become agglomerated in specific locations. However, 

there has been little focus on the continuity of NTBFs in their founding locations. In other 

words, little is known about how these firms become more or less committed to – or anchored 

in – their founding location. I will address this gap by giving voice to the founders of NTBFs 

and allowing them to convey their stories about how they have used social capital and made 

location decisions. In this way, I will generate a personalised and realistic view of the 

phenomenon of territorial embeddedness of NTBFs in their founding location. 

The second theoretical contribution will come from the exploration of the territorial 

embeddedness of NTBFs in relation to two specific contexts provided by the early-stage 

finance mechanisms most commonly used in NTBFs. More specifically, my focus is 

understanding if (and how) bootstrapping finance and EEF finance are important influencing 

contexts on the territorial embeddedness of NTBFs in their founding location. By using these 

two early-stage finance mechanisms as the discerning criteria for selection and comparison of 

the case studies, I will provide a more nuanced and contextualised knowledge of the 

phenomenon of NTBF territorial embeddedness.  

The third theoretical contribution derives from the research methods applied in this study. In 

adopting process-based research methods, this study will unveil the emergence of territorial 

embeddedness as it happens over time in firms. In this way, I will embrace and bring forth the 

temporal perspective of embeddedness, according to which “being embedded as well as 

sustaining embeddedness is a process” (Oinas, 1997, p. 28), and a temporary state where “the 
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embeddedness of actors varies in strength” (Oinas, 1997, p. 28).  Furthermore, by using 

process-based research methods, this study will provide a more dynamic account of the 

territorial embeddedness of NTBFs in their founding location. In other words, process research 

methods will enable the documentation of the evolution and emergence of NTBF territorial 

embeddedness as founders concomitantly use social capital (e.g., to obtain the resources they 

need to form the NTBF or develop their innovations) and make location decisions.   

1.4.2 Practical contributions 

There are two main contributions to practice worth noting in relation to this study, one from 

the perspective of the entrepreneur founders of NTBFs, and the other from the perspective of 

governments and policymakers seeking to incentivise the creation of NTBFs in their local 

economies.  

NTBF growth is highly dependent on the entrepreneur’s access to specific resources, namely 

human resources, and technological and social resources (Bart, Bruneel, & Wright, 2011; 

Colombo & Grilli, 2010). A common understanding among NTBF entrepreneurs is that their 

access to these resources (and therefore, their growth) can be restricted by capital (Lindstrom 

& Olofsson, 2001; Piper, 2000). In general, the founders of NTBFs adequately understand the 

main implications and consequences of choosing either of the two early-stage finance methods 

I have outlined. On the one hand, there is a generalised understanding that bootstrapping 

finance may allow founders more control and autonomy in how they manage their NTBFs 

(albeit at the cost of likely slower growth and more limited access to resources). On the other 

hand, external equity finance is seen as a tool that affords founders more limited control despite 

the (likely) faster growth and greater access to resources.  

However, a much less observable implication stemming from the choice between these two 

early-stage finance tools is the ability of NTBF founders to keep operating in their founding 

location. Assuming the founding location is usually where the founders of NTBFs want to be 

because it is where they have most of their social capital (e.g., friends and family), from their 

perspective this is an additional piece of information to consider when choosing between these 

two early-stage finance tools. This study therefore contributes to practice because it potentially 

gives founders a better understanding of the impact the source of early-stage finance can have 

on their ability to keep their NTBFs territorially embedded in their founding location.  
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The second contribution to practice is from the perspective of governments and policymakers. 

It relates to the study’s focus on bootstrapping and external equity sources of early-stage 

finance. As previously argued in Section 1.1, governments, and policymakers around the world 

seek to incentivise the creation of NTBFs in their economies. However, if these firms become 

prematurely disembedded from their founding locations, taxpayer money and other efforts to 

incentivise the foundation of these firms may be expended in vain. It is thus clear this study 

will provide governments and policymakers with valuable information about the impact these 

finance mechanisms can have on the territorial embeddedness of NTBFs. With such 

information at hand, governments and policymakers can potentially design better policies 

(including finance mechanisms) to help entrepreneurs keep their NTBF economic activities 

territorially embedded in their founding locations. By understanding how these two types of 

finance tool respectively affect the territorial embeddedness of these firms, governments and 

policymakers can prioritise policies and create incentives or mechanisms to help NTBFs to 

become more territorially embedded in the founding location over time.  

1.5. Overview of the process-based research design  

1.5.1 Unit of analysis and sources of data  

In this study, the unit of analysis is the entrepreneur-founder of NTBFs primarily using either 

bootstrapping finance or external equity finance at the time of the interviews. The main data 

sources are archival data, and retrospective reports on the entrepreneurial journeys gathered 

from the founders of NTBFs through semi-structured interviews. I will now explain how these 

data sources were used.  

First, prior to conducting the semi-structured interviews with the founders of the NTBFs, I used 

archival data and secondary sources (such as the internet, popular business press, and other 

publicly available histories of their ownership) to create a preliminary overview of the history 

of each NTBF. More specifically, secondary sources and archival data allowed me to establish 

details about the history of the NTBF that were pertinent to this study, such as a) key early-

stage finance events; b) historical changes in ownership; c) the type of innovations being 

developed; d) the type of resources potentially required to develop these innovations; e) who 

might have helped the founders to gain access to these resources (e.g., investors, friends, 

family); and f) their location decisions. As such, each interview protocol was customised to 

reflect, precisely, the characteristics and history of each NTBF.  
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Due to the level of customisation based on the history of the NTBF, I was able to explore the 

specific themes important to this research during the interviews (i.e., early-stage finance, use 

of social capital, and location decisions). In this way, I was able to develop a preliminary 

understanding of when and how key events occurred throughout the evolution of the individual 

NTBFs. More importantly, I was able to create rapport with interviewees by demonstrating a 

good understanding of what they had experienced so far in their NTBF journeys up to the time 

of the interviews. 

1.5.2 Levels of analysis 

In this study, I draw primarily on two levels of analysis. The first level of analysis considers 

the individual within their group. Especifically, I consider the individual entrepreneur-founders 

within their group of either bootstrapping or EEF NTBFs. At this level of analysis, I seek 

answers to the two sub-research questions by exploring how individuals (within each group) 

have used social capital and made location decisions. The analysis from this level will be 

presented in Chapter 5 in the form of one generic story for the typical bootstrapping founder 

and one generic story for the typical EEF founder – both told across a four-phase time frame.  

Subsequently, the second level of analysis is at a cross-group level as I consider, compare, and 

contrast the bootstrapping NTBF group with the EEF NTBF group. The aim at this level of 

analysis is to answer the overarching research question about how territorial embeddedness 

emerges in a typical bootstrapping NTBF compared with a typical EEF NTBF. With this in 

mind, it is possible to argue that the final analysis – which answers the overarching research 

question – can be classified as an emergent bottom-up approach (Gupta, Tesluk, & Taylor, 

2007). It reflects the actions and behaviours of the individual founder at the lower level – to 

ultimately reveal the phenomenon of territorial embeddedness in these two groups of firms at 

a higher level.  

1.5.3 Level of the suggestive theory 

Based on the unit and levels of analysis described above, I argue that the suggested level of 

process theory – which I will introduce in chapters 5 and 6 – fits what Klein, Dansereau and 

Hall (1994) classify as “the individual within the group” (p. 201). Klein et al. (1994) argue that 

for suggestive theories at this level, “knowledge of the group context is not only informative 

but necessary to interpret an individual's placement or standing in the group” (1994, p. 201). 

Accordingly, in this study, I analyse the emergence of NTBF territorial embeddedness by 
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looking at how individual entrepreneurs are placed within the two different groups 

(bootstrapping NTBFs and EEF NTBFs), and have used social capital and made location 

decisions. Ultimately, I believe that individual entrepreneurs’ placement within one of the two 

NTFB groups of NTBFs will influence the suggestive process theory and understanding about: 

a) the emergence of territorial embeddedness in NTBFs, and b) the impact that early-stage 

finance mechanisms may have on such emergence.   

Almost unanimously, embeddedness scholars concur with the notion that embeddedness is a 

phenomenon that occurs primarily (and concomitantly) at multiple levels of analysis (e.g., 

Dacin et al., 1999; Granovetter, 1985; Habinek et al., 2015; Moran, 2005; Oerlemans et al., 

2001). As such, there is a strong logic and clear rationale behind the emergent bottom-up 

approach I adopt in this study. This is especially valid because I am investigating the emergence 

of territorial embeddedness in NTBFs as a consequence of how their founders have used social 

capital and made location decisions. In addition, promoting the advantages of cross-level 

studies for understanding the embeddedness phenomenon, Dacin et al. (1999) suggest a cross-

level analysis can create the right conditions and “empirical means to assess the relative 

‘strength’ of different types of embeddedness and the ways their interactions may, on the one 

hand, reinforce constraint but on the other, create opportunities for ‘disembedded’ activity” (p. 

343).  

Indeed Dacin and colleagues’ call for cross-level analysis aligns well with the research 

questions and objectives of my study, in that: a) at the firm level, I want to investigate the 

relative strength of the relationships that the entrepreneurs build both within the firm and 

outside, and b) at the cross-group level, I want to investigate the relative strength of territorial 

embeddedness in bootstrapping compared to EEF NTBFs. In other words, what is important is 

the individual founder effect for the bootstrapping NTBF and the EEF NTBF. Thus, by 

comparing the two groups of NTBFs, I can better understand the relative strength of their 

embeddedness in their founding location (i.e., which type of firm can be considered more or 

less committed or attached to their founding location?).   

1.5.4 Multiple case study approach  

As mentioned earlier, I compare case studies of four bootstrapping NTBFs and eight EEF 

NTBFs. The decision to use multiple comparative case studies aligns well with the 

recommendations of process research theorists. For example, Hinings (1997) suggests that due 

to its frequent use in process research, the case study has become ‘the appropriate approach” 
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(p. 495). I concur with Hinings and other qualitative research theorists that multiple cases 

studies often generate richer and better data than single case studies (e.g., Eisenhardt, 1989a; 

Siggelkow, 2007).  

Further, the evidence extracted from multiple cases is usually more convincing and allows for 

better analysis and frequently more robust research and theory building (Eisenhardt, 1989a, 

1991; Yin, 2009). According to Eisenhardt (1991), among other reasons, this is because 

multiple cases allow for “replication and extension among individual cases” (p. 620) as the 

researcher is able to unveil “complementary aspects of the phenomenon” (Eisenhardt, 1991, p. 

620) and therefore develop a more elaborate theory. Eisenhardt (1991) further elaborates, “By 

piecing together the individual patterns, the researcher can draw a more complete theoretical 

picture” (p. 620).  

In this research, a complete theoretical picture is expressed in the within-group analysis 

(Chapter 5) through the presentation of the two generic stories mentioned in the previous 

section (i.e., the generic story of the bootstrapping founder and the generic story of the EEF 

founder). Furthermore, it is through these two generic stories that I piece together the 

complementary aspects of the phenomenon found in each individual case study. As such, these 

generic stories sum and extend the experiences of the four bootstrapping founders and the eight 

EEF founders. It is therefore important to note that although these two generic stories are based 

on the combined experiences of founders from each group, they may not be an exact 

representation of the lived story of each individual founder within the two groups.  

1.5.5 Strategies for theorising from process data  

Process research scholars generally agree that one of the most challenging aspects of 

conducting a process-based study is the complexities in analysing and theorising from process 

data (Langley, 1999; Langley & Tsoukas, 2010; Orton, 1997; Pettigrew, 1992, 1997; Van de 

Ven, 1992). This is because process data can be highly convoluted, multifaceted, involve 

multiple levels, have ambiguous boundaries and occur in multiple time frames. With that in 

mind, Langley (1999), proposed seven – what she calls – sense-making strategies to help 

researchers when theorising based on process data. Langley (1999) argues that most process-

based research will require a combination of these theorising methods. I have taken her advice 

in this study and used – in sequence – the three strategies described below.  
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The first strategy used was the alternate template strategy. As Langley (1999) describes, the 

template strategy allows researchers to analyse process data “through internally coherent sets 

of a priori theoretical premises” (p. 698). In order to develop the template, I followed the 

recommendations of King (1998, 2012) and Langley and Abdallah (2011). Accordingly, I used 

a priori theoretical premises based on key concepts and themes relevant to this research project. 

As such, the template encompassed key themes established in the research questions. More 

especifically the template was focused on: 1) the key events related to early-stage finance 

mechanisms; and 2) key events related to entrepreneurs’ use of social capital (e.g., structural 

and relational dimensions for both internal and external actors). These key events in 

entrepreneurs’ use of social capital could relate, for example, to the formation of the NTBF 

and/or development and commercialisation of their innovations. The final focus was: 3) key 

events related to location decisions. These could be any location decisions (e.g., opening a new 

office, exporting to, or manufacturing in overseas locations). Collecting information on 

location decisions helps in understanding the relative importance of networks at the founding 

location. In Appendix 2 and Appendix 3, I show an example template for a bootstrapping NTBF 

and an example template for an EEF NTBF.   

By laying out all the data for the four bootstrapping NTBFs and eight EEF NTBFs using the 

templates, I was then able to view the data against the set of theoretical premises specific to 

this study. In this way, I was able to analyse the process data (i.e., how things evolved over 

time) and to map and trace the common themes (such as processes, timing, sequence, 

mechanisms, etc.) occurring within both groups of NTBFs. After that, I was able to apply our 

second theorising strategy.   

The second strategy I used was to concomitantly apply the temporal bracketing and visual 

mapping techniques recommended by Langley (1999). The temporal bracketing strategy 

allowed me to reduce the journeys of individual founders into four common phases that NTBFs 

typically go through (phases 0, 1, 2, 3). The objective was to try and identify commonalities in 

the founders’ stories across successive adjacent periods. According to Langley (1999), this 

strategy allows process researchers to see “how actions of one period lead to changes in the 

context that will affect action in subsequent periods” (p. 703). As previously noted by several 

process research scholars (e.g., Langley, 1999; Pettigrew, 1992; Van de Ven, 1992), applying 

temporal bracketing was an arduous process because I was dealing with 12 distinct stories of 

unique experiences and journeys made up of specific characteristics.  
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Based on the data as organised into the templates and the temporal bracketing described above 

– I was then able to aggregate the data to create three visual maps. The first visual map 

represents the generic four-phase story of the bootstrapping NTBFs (see section 5.3.1). The 

second visual map represents the generic four-phase story of the EEF NTBFs (see section 

5.4.1). The third visual map presents a comparison of the four-phase generic stories of the 

bootstrapping and EEF NTBFs. I will now explain in more detail the role of combining these 

two techniques (temporal bracketing and visual mapping) played in the theorising process.  

According to Langley (1999), visual mapping is particularly useful in a process data analysis 

because it allows “the simultaneous representation of a large number of dimensions, and they 

can easily be used to show precedence, parallel processes, and the passage of time” (p. 700). 

Visual mapping benefited the analysis in this study because it allowed me to “zoom into” a 

(one page) generic story for the bootstrapping NTBFs and then into another (one page) generic 

story for the EEF NTBFs. In this way I was able to succinctly demonstrate in a visual map: a) 

the three most important ways that founders used their social capital in each phase (including 

with whom, as well as structural and relational dimensions); and b) the most important location 

decisions throughout the time in which the NTBFs were operating. These two within-group 

visual maps are, in fact, graphic representations of the answers to sub-research questions 1 and 

2.  

The third theorising strategy I used was Langley’s narrative strategy. According to Langley 

(1999), “this strategy involves construction of a detailed story” (p. 695). I used both the 

detailed, rich data I had organised through the templates combined with the simplified “zoomed 

in” visual maps to start narrating fuller and more detailed combined versions of the stories of 

the bootstrapping and the EEF NTBFs. For Langley (1999), “good research of this type will 

often produce a sense of ‘deja vu’ among experienced readers” (p. 695). The narrative strategy 

is presented in its entirety in sections 5.3.5 and 5.4.5. In these two sections, I present the within 

group findings in the form of generic stories for the bootstrapping and EEF NTBFs, 

respectively. As such, one narrative takes the standpoint of a local New Zealand based 

bootstrapping founder who originally founded their NTBF (Techs 1 to 4) in a New Zealand 

city. The other narrative takes the standpoint of a local New Zealand based EEF founder who 

originally founded their NTBF (Techs 5 to 12) in a New Zealand city. Ultimately, by 

constructing these two generic stories, this study reveals a) how a typical bootstrapping founder 

and a typical EEF founder have used social capital over time (answering RQ1); and b) how 
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bootstrapping and EEF founders have made their location decisions, thereby revealing where 

they have developed and used social capital (answering RQ2).  

Finally, in Chapter 6, I present the cross-group analysis and discussion. I compare and contrast 

the two generic stories to answer the overarching research question and shed light on if (and 

how) the two common forms of early-stage finance affect the territorial embeddedness of 

NTBFs in their founding location over time. The third visual map is presented in this chapter 

(section 6.1) to provide a graphic representation of the answer to the overarching research 

question. In figure 3 below, I present the summary of the theorising strategies that I have 

utilised and where to locate the artefacts associated with these strategies.   

 

 

Figure 3. Summary of theorising strategies  
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Chapter 2. Literature Review 

2.1. Introduction and purpose of the chapter  

The literature review presented in this chapter follows the characteristics and methods of 

theoretical reviews. As a form of research synthesis, theoretical reviews “aim at explanation 

building” by drawing “on existing conceptual and empirical studies to provide a context” for 

researchers through identifying and describing existing knowledge on a phenomenon (Paré, 

Trudel, Jaana, & Kitsiou, 2015, p. 188). The main goal of a theoretical review is to “develop a 

conceptual framework or model” for the research that is based on a set of premises (Paré et al., 

2015, p. 188). Accordingly, I argue that the theoretical literature review is suitable in this study 

because it helps me to explain the fundamental premises and constructs used to understand how 

the territorial embeddedness of NTBFs emerges over time. More specifically, this explanation 

is presented in the proposed conceptual framework shown in Figure 4 below.  

The conceptual framework highlights the importance of the overarching theme (territorial 

embeddedness) and its relationship with the three remaining constructs, which each form the 

core of a section of this literature review. In sum, the conceptual framework explains how 

early-stage finance (bootstrapping or external equity) as the core contextual variable potentially 

affects the two causal mechanisms investigated, namely the entrepreneur’s use of social capital 

and the entrepreneur’s location decisions. These causal mechanisms, in turn, are critical for 

understanding how the core phenomenon being investigated (i.e., the territorial embeddedness 

of NTBFs) may emerge over time. Below, I provide more detail about the purpose and the 

rationale for including each of the four bodies of research comprising this literature review.  

The first body of research (section 2.2) relates to the theory and use of the territorial 

embeddedness concept, which is the core phenomenon being investigated in this research. 

More specifically, my focus in this section will be first to recall some of the broad introduction 

to the concept already provided in section 1.2.1, and to explain “who is embedded in what” for 

this study. Second, I explore the role of the network in the territorial embeddedness literature. 

In particular, I explain that even when territorial embeddedness researchers have taken the role 

of the network seriously, often the mechanisms used to investigate network embeddedness are 

flawed. Third, I explain the role of the spatial scale in territorial embeddedness research.  
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Figure 4. Proposed conceptual framework  

 

The second body of research (section 2.3) pertains to early stage entrepreneurial finance. More 

specifically, I compare the characteristics and processes typical to the bootstrapping and 

external equity finance methods. Accordingly, in this section of the review, I first explore key 

theories on early-stage finance within the entrepreneurial finance literature as I try to create a 

better understanding of how entrepreneurs go about choosing their sources of early-stage 

finance. I then explain the characteristics of bootstrapping finance and how it can affect the 

way entrepreneurs go about accessing resources. Finally, I explain the characteristics of EEF 
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finance, its sources and how it potentially affects the way entrepreneurs seek to access 

resources. In this way, I will foreground the different ways EEF founders and bootstrapping 

founders use social capital as a means to gain access to resources.  

The third body of research informing this study (section 2.4) relates to social capital theory and 

the use of social capital in NTBFs. In this section of the literature review, I first delve into the 

definitions and dimensions of social capital as they are critical to understanding and analysing 

the ways entrepreneurs use social capital over time. Second, I explore wider social capital 

theory to gain a broader perspective on how social capital is seen to be used. Third, I then 

narrow my focus to the social capital literature that is mainly concerned with entrepreneurial 

and NTBF contexts. Overall this body of research helps to understand how entrepreneurs use 

social capital to become part of networks (within the firm and outside) and to gain access to 

resources they need.    

The fourth body of research (section 2.5) relates to location decisions and how these can be an 

intrinsic part of embedding and disembedding processes. In this section, I aim to unveil more 

detail about NTBF location decisions to help understand and evaluate the relative importance 

of networks in the founding location and elsewhere. For example, I delve into location literature 

that explains the different degrees of NTBF disembeddedness stemming from offshoring only 

a few economic activities versus entirely relocating all value-creating activities. As such, this 

body of literature is included to shed light on both the practicalities and nuances of what 

constitutes embedding and disembedding processes.   

2.2. Theory and use of the territorial embeddedness concept  

2.2.1 In this study, who is embedded in what?  

In the introductory chapter, I briefly presented the theoretical foundations of the embeddedness 

concept. More specifically, I explained that the concept was first coined through the works of 

Karl Polanyi (1944, 1957). It was, however, only following the seminal work of Granovetter 

(1985) that the concept evolved and gained more currency. From that time the embeddedness 

concept attracted interest from a broad range of scholars in several disciplines, resulting in 

multiple interpretations. In fact, for Dacin and her colleagues (1999), the word embeddedness 

is like other keywords such as “structure, culture, learning, and trust” that are used in a variety 

of industry and academic contexts (Dacin et al., 1999, p. 317).  
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With that in mind, scholars (e.g., Pike et al., 2000) have suggested that embeddedness research 

needs to specify not only the actors being investigated (i.e., who is embedded), but also the 

context in which the embeddedness takes place (i.e., embedded in what). In section 1.2.1, I 

specified that my focus is NTBFs. Indeed for this study, they are the “who is embedded”. In 

addition, I explained that the founding location is “the embedded in what” for this study. 

Putting such a focus in perspective, I made it clear in section 1.3 that I will operationalise the 

research by investigating a primary and a secondary causal mechanism.  

The location decisions of NTBF entrepreneurs is the secondary causal mechanism that will 

allow me to understand how they cause their firms to become more or less embedded in their 

local and overseas networks over time. Thus, the location of the networks is crucial to this 

study and will be discussed further both in the section (2.3.3) and in section 2.5   

The primary causal mechanism is the entrepreneurs’ use of social capital. I use this causal 

mechanism to understand how the individual NTBF founders become – as they evolve – more 

or less embedded in their networks within the firm and outside. The structural dimension of 

the entrepreneurs’ social capital will unveil network and tie strength, and those with whom 

entrepreneurs establish relationships to get access to the resources they need. The relational 

dimension of the entrepreneurs’ social capital will reveal the type of relationships entrepreneurs 

establish with other actors (e.g., a one-off superficial market transaction, a hierarchical 

relationship or a long-term social relationship), and the mechanisms that govern these 

relationships (e.g., trust and trustworthiness, identity and identification, obligations and 

expectations, norms and sanctions). With that in mind, in section 2.4 I will provide more detail 

about how social capital works, and its role as a causal mechanism for embeddedness. 

Furthermore, in the next section (2.2.2), I will explore the role of the network itself within the 

territorial embeddedness literature.  

2.2.2 The role of networks in territorial embeddedness research 

At the outset of this section, it is useful to recall my previous discussions (in sections 1.2.1 and 

1.3) regarding the broader embeddedness research and research focusing on territorial 

embeddedness as being similar and intertwined, yet not the same (Dacin et al., 1999; Hess, 

2004). Both bodies of research tend to recognise the importance of personal relationships for 

the formation of networks, and for the embeddedness of actors in these networks. As such, both 

share the notion that when actors trust each other and have strong relationships, their network 
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ties will also be strong, and consequently the embeddedness of these actors will be pronounced. 

However, some significant differences exist between these two bodies of research. 

For example, territorial embeddedness research promotes spatial proximity as an enabler of 

trust and strong relationships, whereas in the broader embeddedness research, spatial proximity 

is not necessarily an enabling factor (Dacin et al., 1999; Hess, 2004). In addition, I have 

identified other differences that are worthwhile addressing in this literature review. These 

differences mostly relate to the different levels of attention paid to the role of networks, and 

the mechanisms used to evaluate levels of actor embeddedness.  

On the one hand, within the broader embeddedness literature, researchers usually see the 

network as the most prominent mechanism for understanding the embeddedness of actors (e.g., 

Halinen & Törnroos, 1998; Jack et al., 2008; Yli-Renko & Autio, 1998). Accordingly, 

appropriate mechanisms such as trust, strength of ties, and cohesiveness are utlilised to 

investigate the embeddedness of actors in these networks. On the other hand, networks usually 

have a much less prominent role within studies of territorial embeddedness. Furthermore, in 

my view, often the mechanisms utilised to investigate or measure the embeddedness of actors 

are not satisfactory. White (2004) and Perkemann (2006) are two examples of territorial 

embeddedness research lacking in their approach to networks.  

The problem stems from the fact that White (2004) and Perkemann (2006), along with other 

territorial embeddedness researchers, often fail to investigate the type and nature of 

mechanisms that govern the relationships between actors. Instead, such scholars often choose 

to investigate territorial embeddedness as based on the commercial transactions and the 

configuration, integration and dependency of the firm on its local supply chain and customer 

base. In other words, such an approach assumes that the more a focal actor buys from – or sells 

to – a nearby actor, the more embedded these actors will be in the local network.  

In his 2004 study, White examined the extent to which subsidiaries of high tech multinationals 

companies (MNCs) become more territorially embedded. To this end, he investigated how the 

subsidiaries of five US-based MNCs developed their interactions with firms established in the 

local supply chain. More specifically, the article describes how these MNCs initially 

established a purely commercial/transactional relationship with one supplier. After that 

according to White (2004), if the MNC buys more from their local supply chain and includes 

a wider variety of suppliers, then the company will become more territorially embedded. It is 
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thus possible to argue that White (2004) sees the complexity of the local supply chain and the 

and reliance of firms on local suppliers as a proxy for increased firm territorial embeddedness.  

However, such an approach does not take into account if and how individuals working for the 

MNCs or for their suppliers established relationships with each other. For example, there is no 

reference to the strength, sparsity, or cohesion of ties that individuals established with each 

other. Nor does the study refer to the mechanisms (such as trust, obligations, identity) that 

govern the relationships between individuals. A such, it becomes challenging to understand if 

the people working for either the MNCs or their suppliers developed some form of strong 

relationship with each other because of the commercial transactions.   

Further, Perkmann (2006) developed another territorial embeddedness study which, I argue, 

does not fully capture the intricacies and depth of personal relationships within the networks. 

He compared the level of territorial embeddedness between multinational branch plants and 

locally owned manufacturing plants within the same region. To this end, Perkmann (2006) 

developed three propositions, of which only one seeks to scrutinise the role of the networks in 

territorial embeddedness. Perkmann operationalised this proposition in two ways.  

First, he surveyed local firms to understand input-output transactions with suppliers and 

customers (Perkmann, 2006). Similarly to White’s (2004) approach, he relied primarily on “the 

degree of local sourcing of production inputs” and the “location of the firm’s customers” 

(Perkmann, 2006, p. 431). The second way he operationalised this proposition was to survey 

the extent to which respondent firms had been involved in innovation-oriented cooperation 

with other firms, and whether these firms (such as suppliers, clients or knowledge providers) 

were based within or outside the region. Again, the intricacies of the personal relationships that 

can forge cohesiveness or sparsity in networks were not sufficiently scrutinised in this study.  

With the above in mind, I argue that both White (2004) and Perkmann (2006) used a similar 

approach to understand the level of firm territorial embeddedness, both looking at the extent to 

which firms buy and sell things to other actors based nearby. Essentially, these can be 

considered market relationships (Adler & Kwon, 2009). Admittedly, it is possible that frequent 

transactional/market relationships (e.g., with suppliers and clients) can last for a long time, and 

therefore personal relationships between actors may evolve and become stronger. However, 

the way these scholars have reported their findings does not communicate, for example, if and 

how the relationships existing between firms, suppliers and customers are based on robust and 

resilient relationships. As argued elsewhere in this study (e.g., in sections 1.2.1 and 2.4), 
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relationships based in market – and hierarchical – transactions are more superficial and fragile 

than long term social relationships based in trust and reciprocity (Adler and Kwon, 2002).  

Although understanding the reasons behind their approach, this cannot be considered an 

effective way of measuring how embedded a firm is in a localised network. The following 

hypothetical scenario illustrates why I believe the market (transactional) relationships 

presented in the two studies do not fully capture the true embeddedness of firms in a particular 

location.  

Imagine the relationship between a local firm (hereafter named the focal firm) and a local 

supplier. Now imagine that the local supplier reduces the quality of the product they have been 

supplying to the focal firm for years. In addition, imagine the local supplier is no longer able 

to match the prices offered by competitors based elsewhere. Then picture the focal firm 

immediately, and with no hesitation switching to another supplier based anywhere (locally or 

overseas). Such ease in switching suppliers and lack of loyalty are what characterise superficial 

market transactions. I argue that such relationships do not sustain the territorial embeddedness 

of the supplier, who can very easily be left out of the focal firm’s network through being 

replaced by another supplier. 

On the other hand, when there is trust and loyalty involved in the relationships between the key 

decision-makers (both in the focal firm and local supplier), then the outcome can be much 

better all round than the one described above.  In a high trust loyalty scenario, the people within 

these firms could get together to try and work out viable solutions for both parties. In this way, 

they can build resilience and maintain the ties between themselves (be it market and/or personal 

relationships). Next I describe other territorial embeddedness research that adopts what I 

consider a more appropriate approach.  

Pallares-Barbera and his colleagues (2004) explored the spatial loyalty and territorial 

embeddedness of firms in a multi-sectoral regional cluster. To this end, they delved deep into 

the personal relationships local entrepreneurs had established with other people in their 

networks (e.g., their suppliers and clients, etc.). In their approach, I consider they have managed 

to capture the intricacies of personal relationships in localised networks appropriately. Indeed, 

through rich interviews, they allow the reader to hear the voices of the actors involved in the 

networks and therefore to understand how important these actors are to one another. As a 

consequence, it becomes clear how mutual trust and loyalty strengthen network ties, while 

concomitantly enhancing the territorial embeddedness of actors.  



 

41 
 

As one of the entrepreneur interviewees in their study said, “Ours is a very old system, and it 

is sacred in our business. We put all our trust in certain people (suppliers) with whom we have 

oral agreements and if, by chance, something goes wrong, it has the same value as it would if 

it was written on paper” (as quoted in Pallares-Barbera et al., 2004, p. 643). Along the same 

lines, another entrepreneur explained the mutual benefits of the trust they have with other 

suppliers: “[With our] … system of trust with our suppliers, when we have a problem, we (both 

firms) try to solve it as soon as possible” … “I would say that knowledge of each other’s firms 

avoids the need for at least one quality control.”  

Through these quotes, the study effectively depicts the importance such entrepreneurs place on 

their relationships with local clients or suppliers. In this way, Pallares-Barbera et al. (2004) 

demonstrate quite vividly how deeply embedded in their territory the individual actors and their 

firms are. Furthermore, gathering the views of the entrepreneurs adds a layer of veracity 

because they are the final decision-makers in these firms.  

In this study, I have embraced such a qualitative approach. As previously mentioned in section 

1.4, one of my main theoretical contributions to the territorial embeddedness literature is giving 

voice to the entrepreneur founders of NTBFs. In this way, I allow them to tell their stories about 

how they have used social capital to become, over time, embedded in their founding location 

(the interviews are reported in sections 5.3.5 and 5.4.5.). In section 2.4, I provide the theoretical 

foundations for understanding why (and how) the entrepreneur’s use of social capital 

contributes to their network embeddedness.     

2.2.3 The role of the spatial scale in territorial embeddedness research. 

Contemporary embeddedness scholars have recognised that even from its beginnings (e.g., 

Granovetter, 1985; Polanyi, 1944) embeddedness research identified the role of spatiality and 

proximity in nurturing embeddedness (Pike et al., 2000). However, essential details about these 

factors were missing in these first embeddedness studies. For example, Hess (2004, p. 171) 

claims that neither Polanyi (1944) nor Granovetter (1985) attempted to prescribe an “a priori 

spatial scale of analysis”. As such, in their work, there is little or no reference to which specific 

spatial scale should be considered when investigating the territorial embeddedness of actors. 

According to Moulaert and Sekia “the issue of spatial scale is an important area for debate”  

(2003, p. 297) because a well-defined spatial scale can, for example, help governments, 

policymakers and local actors to understand boundaries regarding how far localised economic 

development strategies should go.  
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However, since the first wave of embeddedness research, this lack of a specific spatial scale of 

analysis has been addressed. This advance has occurred because of the natural interest 

economic geographers have in not only the concept of embeddedness, but also the locations in 

which embeddedness occur. As Dicken and Malmberg (2001) explain, at the centre of 

economic geography discourse are queries about “the role of space and place in shaping the 

transformation of economic activity systems and, about the impact of such transformations on 

the wider processes of territorial development at local, regional, national, and global scales 

[emphasis added]” (p. 345). Indeed, such spatial scales seem to have become widely adopted 

in this field of research.   

On a similar note White (2004) explains that economic geography research considers “not only 

the social, political, cultural and institutional factors governing economic action but also the 

extent to which those relations are embedded within particular spaces and places” (p. 244). 

Furthermore, White (2004) believes that over the years, the spatial perspective of 

embeddedness has gained more interest in academic circles because localised production and 

innovation systems (e.g., Silicon Valley and Route 128) are now seen as powerful tools of 

successful regional economic development.  

This growing academic interest is exemplified in Dicken and Malmberg’s (2001) study of what 

they term the firm-territory nexus, and which has been explored in studies of science parks 

(Dettwiler, Lindelöf, & Löfsten, 2006; Löfsten & Lindelöf, 2002; Westhead & Storey, 1994), 

industrial districts (e.g., Alberti, 2006; Hervás-Oliver et al., 2017; Markusen, 1996), innovative 

milieu (e.g., Crevoisier, 2004; Czarnitzki & Hottenrott, 2009; Lyons, 2000; Maillat, 1995), 

regional innovation systems (e.g., Asheim & Isaksen, 1997; Belussi et al., 2010; Cooke et al., 

2003), and clusters (Bathelt, Malmberg, & Maskell, 2004; Keeble et al., 1998a; Maine, Shapiro, 

& Vining, 2010; Malmberg & Maskell, 2002; Rocha & Sternberg, 2005). Moualert and Sekia 

(2003) call these models of regional innovation – Territorial Innovation Models, arguing that 

“despite their apparent semantic unity, these models are conceptually quite diverse and their 

theoretical building blocks are used in incongruent ways” (p. 291). However, it appears that 

there is congruency in these territorial approaches, stemming from the belief that firms benefit 

from spatial proximity because it allows them to build trusting relationships and share 

knowledge with their peers (White, 2004).  

With all of the above in mind, it is therefore not a surprise that Dicken and Malmberg concluded 

in their 2001 study that “the relationships between firms and territories are complex” (2001, p. 
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358). Furthermore, they argue that one cannot fully understand the firm-territory nexus by 

looking at “how individual firms are related to the territory within which they happen to be 

located” (Dicken & Malmberg, 2001, p. 359). Instead, they call for scholars to embrace “the 

more complex issue of how firms are embedded in systems” that connect them to other local 

stakeholders such as institutions and other firms (Dicken & Malmberg, 2001, p. 359). I concur 

with their view and, as explained earlier, will be using two causal mechanisms (social capital 

and location decisions) to investigate how individual firms (NTBFs) become more or less 

embedded in their founding location.  

In this study, founding location is akin to the local spatial scale referred to by Dicken and 

Malmberg (2001). It is important to note that although I support the notion that local 

embeddedness can benefit local economic development, I do not subscribe to an idealised and 

utopic notion of territorial embeddedness in the founding location as always positive for both 

the firm and the location. For example, scholars have warned that over-embeddedness may 

hinder the development of actors because they, for example can become more risk-averse and 

less innovative (e.g., Adler & Kwon, 2009; Molina-Morales & Martínez-Fernández, 2007; 

Moran, 2005; Oinas, 1997). Further, I also believe that in some situations it is preferable for a 

firm to be partially embedded through having some business functions remain in the founding 

location (e.g., headquarters and R&D), so retaining some benefits of territorial embeddedness 

when staying fully embedded in the founding location means the firm is not competitive 

internationally. In section 2.5, I explore key location theories to shine a light on the full 

spectrum of possibilities for territorial embeddedness ranging from the location decision to 

remain fully embedded to the decision to relocate, which implies becoming totally 

disembedded from the founding location.  

2.3. Theory and use of early-stage finance 

2.3.1 Key theories on early-stage finance 

This section explores key theories in entrepreneurial finance intending to explain how founders 

choose between bootstrapping and EEF finance. To this end, I draw on relevant entrepreneurial 

finance theories such as financial growth cycle theory, pecking order theory and the concept of 

control aversion. This section will, therefore, shed light on identifying finance-seeking 

behaviours in entrepreneurs, especially at phases zero and one of their journeys.  
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According to Berger and Udell (1998), firms follow a “financial growth cycle in which 

financial needs and options change as the business grows, gains further experience, and 

becomes less informationally opaque” (p. 622). They argue that firms can be arranged on a 

continuum, where their size, age and the information available about them are the key criteria 

used by financiers when making decisions about offering financial capital to entrepreneurs. On 

one extreme of this continuum, very small, newly established and informationally opaque 

firms, like NTBFs, rely almost exclusively on insider finance (such as friends, family and the 

entrepreneur’s own personal funds) and early-stage equity finance (such as angel capital). 

Indeed, several studies have confirmed that NTBF entrepreneurs often find it challenging to 

secure either debt or equity finance in their early stages (Coleman & Robb, 2011). For example, 

Westhead and Storey (1997) identified a progression in which the more complex and 

sophisticated the NTBF’s technologies, the more difficult it is to secure any form of external 

finance.  

In a similar vein, another study showed that even in high tech firms with a focus on more widely 

known technologies (such as in information and telecommunication), start-up entrepreneurs 

still had to rely primarily on their own funds and very limited provision of short term debt from 

banks and other types of debt providers (Bollingtoft, Ulhoi, Madsen, & Neergaard, 2003). At 

the other extreme of Berger and Udell’s (1998) financial growth cycle continuum, firms tend 

to be larger, of course, older and less informationally opaque. At this stage, they can count on 

a much wider set of options, including long-term debt, going public through an initial public 

offering (IPO), or issuing public debt (Berger & Udell, 1998).  

Complementing financial growth theory, Myers’ (1984, 1998) financial pecking order theory 

reveals and highlights the importance of entrepreneur preferences and objectives in obtaining 

finance. Briefly, the theory suggests that entrepreneurs’ first choice will be finance options that 

allow them to maintain equity and control of their firm by first using and exhausting all 

alternative sources of insider finance. Second, once internal finance options are exhausted, the 

entrepreneur will then seek to finance the firm’s economic activities through contracting debt. 

Third, and most importantly, financial pecking order theory suggests that, as a last resort, 

entrepreneurs will choose to sell equity and give up some control of their firms. With some 

exceptions, the pecking order theory has been proven to be somewhat applicable to NTBF 

financing (Coleman & Robb, 2011).  
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For example, several studies based outside the USA have pointed out that despite facing 

difficulties in funding their NTBFs, NTBF entrepreneurs prefer not to sell equity or give up 

any control of their firms. This view is echoed by Giudici and Paleari (2000), who found that 

in order to retain equity, the majority of NTBF entrepreneurs in their study chose to rely on 

debt rather than equity finance. Furthermore, they found that when equity finance was 

considered, it was because of the added value venture capitalists could bring to the NTBF in 

terms of managerial expertise. Along the same lines, Colombo and Grilli (2007) found that 

debt financing was still be preferred, even when it provided significantly smaller amounts of 

capital than equity finance alternatives. In other words, the NTBF entrepreneurs chose 

insufficient funds to support the growth of the firm while retaining control over having 

sufficient funds and losing control.  

Cressy and Olofsson (1997) labelled this preference “control aversion” or “aversion to the sale 

of equity to outsiders” (p. 90). In their study of 285 firms of various sizes and from a range of 

industries, almost 50 per cent of the entrepreneur respondents demonstrated extreme levels of 

control aversion. These entrepreneurs were prepared to sell the whole firm rather than share 

ownership and control. A study by Manigart and Struyf (1997) found similar control aversion 

in NTBFs, noting that “many entrepreneurs are extremely reluctant to open their capital for 

third parties, even if this attitude hampers the growth of the company because they fear to lose 

their independence” (1997, p. 134).  

Overall, this evident desire among some entrepreneurs to hold onto equity and control provides 

support to the notion that bootstrapping and external equity finance can affect NTBF territorial 

embeddedness in distinct ways. It can be argued that this profound difference is likely because 

local entrepreneurs will have several reasons for keeping their firms territorially embedded in 

the local economy. For example, local entrepreneurs will have the drive and impetus to run 

their firms near their homes where friends and family are close at hand (Dahl & Sorenson, 

2009, 2012). Furthermore, as previously mentioned, entrepreneurs prefer to be closely 

surrounded by their local social capital networks (Rutten, Westlund, & Boekema, 2010; 

Schutjens & Völker, 2010; Westlund & Bolton, 2003), local innovation networks (Yli-Renko 

& Autio, 1998) and local sources of knowledge (Raspe & Oort, 2008). Fundamental to the 

belief that entrepreneurial finance is a significant context are theoretically grounded arguments 

holding that in situations where local entrepreneurs are able to retain ownership and control, 

their preference for keeping the NTBF territorially embedded in its founding location will – 

autonomously – prevail. On the other hand, when ownership and control are diluted through 
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external equity finance, decisions on whether to keep an NTBF territorially embedded in its 

founding location are no longer left to the sole discretion of the entrepreneur.  

2.3.2 Bootstrapping finance: characteristics  

While a number of studies have sought to document the methods utilised by bootstrap finance 

entrepreneurs (Freear et al., 1995; Harrison et al., 2004; Van Auken & Neeley, 1996) many 

other scholars have tried to define bootstrapping finance. As such, definitions of bootstrapping 

financing differ quite markedly. An issue arising from such different definitions is that it 

becomes difficult to have a clear understanding of the tools and methods that can and cannot 

be considered bootstrap finance. For example, some researchers have included several forms 

of debt finance (such as home equity bank loans, credit cards, loans from life insurance) and 

even venture capital in the same basket as financial bootstrapping tools (see Van Auken, 2005, 

p. 95). However others, such as Berger & Udell (Berger & Udell, 1998) more appropriately 

consider these tools as forms of debt or equity finance. Such discussions are beyond the scope 

and purpose of this study, especially because – as previously mentioned – the financial terms 

set by financiers can change, therefore changing firms’ decisions with regard to the type of 

finance to adopt. Furthermore, in most cases, financial decisions are not mutually exclusive as 

firms can concomitantly adopt multiple forms of finance.  

Keeping in mind the flexible and dynamic nature of financing, the description of bootstrapping 

finance used in this research also needs to incorporate such flexibility. As such, Harrison (2004) 

provides an appropriate description when suggesting that bootstrapping “involves imaginative 

and parsimonious strategies for marshalling and gaining control of resources”(p. 308). In this 

view, it is implied that bootstrapping finance is all about the entrepreneur’s actions in getting 

the resources that the firm needs using alternative/non-conventional and economical means. 

Such a description is open to the reality that financial bootstrappers usually come across – and 

sometimes have to opt for – other non-equity and equity forms of finance.  

In line with this view, this research embraces Malmström's (2014, p. 29) suggestion that 

bootstrapping is “driven by the entrepreneurs, as it involves the entrepreneurs’ creativity, 

decisions, and actions to address their venture’s resource needs”. In general terms, bootstrap 

finance relies on two basic and intertwined strategies. The first is aimed at reducing the need 

for funds by acquiring resources at minimal or no financial cost. The second group of strategies 

is aimed at avoiding the use of external finance (e.g., bank or venture capital), for example by 

using personal financial means or seeking subsidies (Vanacker et al., 2011). Harrison (2004, p. 
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333) provides a comprehensive list of 31 product and business development related 

bootstrapping techniques used by NTBFs (see also Winborg & Landström, 2001, p. 253 for a 

list of bootstrapping methods used in SMEs). 

At the core of the effective use of bootstrap financing methods is the ability of entrepreneurs 

to draw upon their social capital (Jones & Jayawarna, 2010; Jonsson & Lindbergh, 2013; Smith, 

2009). Although social capital is also essential for entrepreneurs seeking other forms of finance 

(see Uzzi, 1999) and resources (Baker & Nelson, 2005; Florin, Lubatkin, & Schulze, 2003; 

Packalen, 2007) financial bootstrapping methods are quintessentially dependent on the 

entrepreneur’s social capital. Indeed, all five categories of bootstrapping methods suggested by 

Van Auken (see Van Auken, 2005, p. 96) involve the ability on the part of the entrepreneur to 

foment their social capital and cultivate relationships with all sorts of actors (both close and 

distant in his social network) in order to secure the resources that are mostly in possession of 

these same actors. For example, when delaying payment of a supplier, the consequences are 

highly dependent on the supplier’s trust that the entrepreneur will be able to make the required 

payment. Therefore, the strength of their relationship will clearly endorse that trust and could, 

for example, minimise penalties and assure continuity of supply as a consequence.  

Similarly, the entrepreneur’s social capital and ability to cultivate relationships are also vital in 

the remaining four bootstrapping categories proposed by Van Auken (2005, p. 96), namely: 

minimising accounts receivable (e.g., obtaining advance payments), minimising investment 

(e.g., borrowing or buying used equipment), using private-owner finance (e.g., employing 

relatives /friends at low/no cost or taking loans from them), and sharing resources with other 

businesses (e.g., sharing equipment, employees and space). Furthermore, the level of 

dependency of financial bootstrapping on the entrepreneur’s social capital may vary from one 

entrepreneur to another. As evidenced in Malmström’s (2014) typology of bootstrapping 

behaviours (i.e., quick fix, proactive and efficient). He suggests that although social capital is 

critical for all types of financial bootstrapping behaviours, proactive bootstrappers have a much 

more socially oriented approach focused on “securing access to operational resources via the 

social network at minimal or no cost” (2014, p. 37). 

The role of financial bootstrapping methods in NTBFs’ territorial embeddedness can therefore 

first be explained in terms of the dependency of bootstrapping methods on the entrepreneur’s 

local social capital, as described above. Second, bootstrapping methods can allow 

entrepreneurs to retain more equity and control of their own NTBF. Even though firms of all 
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sorts – both NTBFs and traditional – have been using a variety of bootstrapping methods for 

some time (Bhide, 1991), the adoption of bootstrap financing by NTBFs verges on universal. 

This is because, for NTBFs, the process for securing conventional external finance “is 

commonly more difficult than nontechnology-based firms due to the high cost and high risks 

associated with technology development and long lead time to commercialise technology” 

(Van Auken, 2005, p. 102). As such, several studies have suggested that an absolute majority 

of NTBFs use some form of bootstrapping finance. Indeed, Freear et al (1995) and Harrison, 

Mason and Girling (2004) similarly found that 90–95% of the software entrepreneurs they 

surveyed used bootstrapping finance methods in their start-up years.  

In line with such findings, Coleman and Robb (2011) reported that NTBFs “used a higher ratio 

of owner provided financing and lower ratios of financing from other insiders or external debt 

than all firms during their start-up year” (p. 1). The many success stories and inspirational 

entrepreneurial trajectories prove that financial bootstrapping methods can work very well for 

the NTBF entrepreneur. In fact, many of the most successful and largest NTBFs in the world, 

including Microsoft, Apple and Dell, have grown from humble beginnings drawing on the 

financial bootstrapping methods used by their main founding entrepreneur(s). In the start-up 

stages, bootstrapping methods have enabled these and many other entrepreneur-founders to 

preserve higher levels of equity in their NTBFs, both before their IPO – when dealing with 

venture capital investors – and subsequently (see Tomory, 2011 for an account of the 

bootstrapping methods adopted by Bill Gates, Jobs and Michael Dell)  

The examples above make it clear that effective financial bootstrapping methods are especially 

useful in allowing NTBF entrepreneurs to strengthen their local social capital and be in a better 

position to negotiate with providers of other forms of non-equity finance (such as banks). In a 

similar vein, these entrepreneurs may also be better positioned to keep their NTBFs territorially 

embedded in their local economy.   

One of the most common fallacies identified in the literature concerning technology-based 

firms is the assumption that entrepreneurs will naturally seek to grow their firms at a fast pace. 

In fact, the research reveals that a clear majority of NTBF entrepreneurs are pleased with 

modest growth rates (Autio, 1997; Oakey, 1995). This evidence of modest growth ambitions 

align perfectly with the findings of Cressy and Olofsson’s (1997) study. They argue that debt 

financing is usually preferred by entrepreneurs who have lower growth ambitions for their 

firms. They also argue that entrepreneurs with higher growth ambitions but who are not willing 
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to cede equity and control on their firms also prefer debt as opposed to other forms of finance. 

Indeed the combination of bootstrapping techniques described above and debt align with the 

principles of financial pecking order theory, and so are especially appealing to entrepreneurs 

who demonstrate the above-mentioned control aversion. In fact, some authors consider that 

bootstrapping is almost a pre-condition for firms to become bankable (see Jonsson & 

Lindbergh, 2013). However, compared to non-technology based firms, NTBF entrepreneurs 

generally face many more challenges when trying to raise finance through banks, and often 

bank financing is just not attainable (Hogan & Hutson, 2005).  

There are several reasons for the barriers impeding NTBF from attaining bank financing. First, 

NTBFs usually require long product-lead times, which would require long-term loans that are 

often difficult to secure with debt financing providers (such as banks). Second, such loans 

usually require the provision of some form of equity (owned by the firm or by entrepreneurs) 

to be used as collateral (Berger & Udell, 1998). At times such criteria are difficult to meet, 

either because the entrepreneur does not own assets (such as a real estate), or the firm simply 

does not have a sufficiently strong track record of being operational and profitable. 

Furthermore, the need to provide collateral makes this form of financing a risky option for 

entrepreneurs, who might end up losing the firm’s or their personal assets in the case of default. 

Third, often NTBFs’ most important assets are considered to be intangible (such as knowledge 

and patents), and therefore difficult to evaluate for use as collateral (Brierley, 2005). According 

to Cressy (1995), this lack of tangible assets often forces NTBF entrepreneurs to seek informal 

debt financing providers (other than friends and family). In such scenarios, informal debt 

providers may expose entrepreneurs to an even higher risk of default as their interest rates are 

often considerably higher than bank rates. Fourth, even when the lender’s terms can be met, it 

is widely accepted that such loans are short term and the amount that NTBFs can secure is 

usually insufficient to fund growth and further expansion that it is strategically well-timed 

(Brierley, 2005; Colombo & Grilli, 2007). 

However, if NTBF entrepreneurs are able to meet the terms and conditions imposed by lenders, 

small, short-term bank loans can still be helpful. This is especially true if such loans are used 

in conjunction with bootstrapping techniques to support a firm’s cash flow. Therefore, it is 

possible to argue that debt financing may play an indirect and relatively small role in the 

territorial embeddedness of New Zealand NTBFs. This is because while the entrepreneur’s 

social capital is relevant for obtaining bank financing (Kiisel, 2013; Uzzi, 1999), it is not nearly 

as important as the role of the entrepreneur’s social capital when using bootstrapping 
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techniques. According to Jonsson and Lindbergh (2013), bootstrapping, entrepreneurs rely 

much more heavily on their social capital and relationships with a number of stakeholders 

compared to when trying to secure loans from the bank. In fact, “in the start-up phase, firms’ 

relationships with banks are low in the relational and cognitive dimensions [of social capital]”. 

This can “potentially hinder banks from facilitating entrepreneurs’ trade and consequent 

business development” (Jonsson & Lindbergh, 2013, p. 681).  

With this in mind, it can also be argued that when used in conjunction with bootstrapping 

techniques, debt financing can allow NTBF entrepreneurs to complement cash flows and keep 

the firm operational (by paying suppliers and employee salaries for example). In this way, debt 

financing can be considered a tool for preventing bootstrapping entrepreneurs from wearing 

out (see Ostrom, 2001), their social networks, for example with frequent late payments to 

suppliers or loans. In sum, debt financing on its own probably has little impact on an NTBF’s 

territorial embeddedness. However, in combination with bootstrapping techniques, it can 

increase the NTBF’s chances of survival and help to nurture the essential social networks that 

make financial bootstrapping possible. In this way, short-term debt financing (and servicing of 

the debt) can help entrepreneurs to better position themselves in their quest to negotiate with 

external investors, and/or when trying to secure more long-term bank debt.  

2.3.3 External equity finance: characteristics   

Equity finance: angels  

Angel finance, also known as informal venture capital, is a form of venture capital that often 

occurs during the initial stages of firm development. Angel investors usually invest when 

NTBF entrepreneurs have few personal funds to finance the initial stages, or when bank debt 

is not available because no personal assets (such as a house) can be offered as collateral on 

loans (Brierley, 2005). There are often high levels of uncertainty during a firm’s initial stages, 

and angel investors are generally willing to take considerable financial risks with their 

investments. However, in exchange, they require considerably high equity stakes in early-stage 

NTBFs (Freear, Sohl, & Wetzel, 2002, 1994). In addition, such investors may also provide 

more than one round of funding and can facilitate access to later-stage venture capital funding 

(Sørheim, 2005). As such, angel finance can be considered complementary to venture capital 

(Berger & Udell, 1998). The process for securing investments from angel investors is often 

complex and varies considerably from case to case (see Paul et al. (2007) for a well-accepted 

model of angel investment).  
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Such complexity can often be due to the overall lack of information about products, markets, 

and technologies on both sides. In these situations, entrepreneurs and angel investors both rely 

on their social capital to obtain information about each other and make decisions. From both 

perspectives, angel investors and entrepreneurs are interested in each other’s reputation. Such 

reputational information has considerable significance and can be even more critical than 

technical information about the NTBF and its technologies (Sørheim, 2003). After securing an 

investment, the angel’s role often extends beyond merely supplying funds. Angel capitalists 

are usually experienced entrepreneurs who are willing to contribute to the development of the 

NTBF by acting as a mentor and sharing their entrepreneurial knowledge and expertise (Saetre, 

2003; Van Osnabrugge, 2000). Further, Aram (1989) even suggests that “one’s chances of 

gaining start-up financing may be greatest from a person with direct experience as entrepreneur 

and manager in a related or similar business” (p. 396). With such synergy, entrepreneurs can 

not only draw on the angel’s relevant knowledge and expertise, but also on their equally 

relevant social capital (see Paul et al., 2007; Saetre, 2003).  

Although it is clear that angel capital can provide many benefits to NTBFs, its role in relation 

to territorial embeddedness is unclear as there is almost no research on the topic. However, 

some speculations can be drawn based on the extant literature. For example, several studies 

(e.g., Berger & Udell, 1998; Fenn, Liang, & Prowse, 1997; Sørheim, 2005) have indicated that 

angel capital is considered a preliminary form of equity investment. These studies also suggest 

that the first round of angel investment often leads to further rounds of investment, either from 

more angel capital or from venture capital. As such, angel capital can potentially lead NTBF 

entrepreneurs along a path of progressively diminishing equity and control of their firms. In 

addition, because angel investors usually have a profitable exit as their primary goal 

(Collewaert, 2012; Paul et al., 2007), it is likely they will have little or no emotional attachment 

to the firm. Therefore, they are unlikely to oppose – or at the least be indifferent – to the issue 

of an NTBF becoming less territorially embedded. Another factor that may affect the territorial 

embeddedness of NTBFs is the location of the angel investor’s networks. This is because, as 

previously mentioned, NTBF entrepreneurs are usually very interested in tapping into an angel 

investor’s social capital.  

If the angel investor’s networks are exclusively local, this could incentivise the NTBF to 

become more territorially embedded in the local economy (by nurturing the entrepreneur’s 

local social capital and networks). On the other hand, if an angel investor has strong linkages 

with overseas networks, this could lead to the NTBF becoming more territorially embedded in 
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foreign economies (the possibility of concomitant NTBF embeddedness in local and foreign 

locations has been argued in Keeble et al. (1998a)). Another factor that could interfere with 

territorial embeddedness is the conflict between the angel investor and entrepreneur, leading to 

an early, forced exit from the investment relationship (see Collewaert, 2012). When this occurs, 

local, territorial embeddedness can be compromised; for example, by the new owners of the 

equity stake. In sum, the most crucial aspect is the fact that angel capital investments will 

typically – in the short term – reduce the autonomy of the entrepreneur in making decisions 

regarding the NTBF’s territorial embeddedness. In the long term, angel investments can 

potentially lead the entrepreneur along a path of progressively reducing equity and control.   

Equity finance: independent and corporate venture capital  

Typically, formal venture capital (VC) investments are made by independent venture capital 

investors (IVCs) or corporate venture capital investors (CVCs). Both types of investor have 

many characteristics in common (Wright Robbie, 1998). For example, both can be considered 

complementary to public capital markets as venture capital investors often seek high returns 

on their investments by steering firms toward going public through an IPO (Berger & Udell, 

1998). Another common characteristic of IVCs and CVCs is that they seek out firms that have 

passed the initial stages of investment. Contrary to angels, VC investors often require the 

entrepreneur to have something more tangible to offer – such as prototypes or initial clinical 

trials, or even a commercial track record – in order to proceed with an investment in the firm 

(see Tyebjee & Bruno (1984) for a well-accepted model of VC investment).  

However, IVCs and CVCs can also be quite different. For example, the sources of their funds 

are fundamentally different. On the one hand, independent venture capital firms are often 

intermediaries between the investors that provide the funds (i.e., pension funds, foundations, 

wealthy families, investment banks and other investors) and the issuers (i.e., the firms that will 

cede equity in exchange for funds). Corporate venture capital funds, on the other hand, usually 

come from a single large corporation (Fenn et al., 1997). These differences in the sources of 

funds underlie the different ways the two types of venture capital investors can interact with 

their invested NTBFs and, consequently, their different effects on NTBF territorial 

embeddedness.  

One of the most prominent reasons why IVCs and CVCs interact with NTBFs in different ways 

is because they have different perceptions, objectives, and approaches when investing in 

NTBFs. For example, researchers have pointed out that IVCs outside the USA often have a 
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bias against NTBFs. This is true even in countries with a well-developed venture capital market 

such as the UK (Lockett, Murray, & Wright, 2002). This bias occurs because of a generally 

negative perception that NTBFs are riskier investments (Mason & Harrison, 2004) due to the 

additional information asymmetries that come with market and technological uncertainty. As 

such, IVC firms will find it difficult to access information about the NTBF’s R&D and 

technology/product development. Such bias usually leads IVCs to require greater equity 

compared to when they invest in more traditional firms (Murray & Lott, 1995). However, 

CVCs can perceive such risks quite differently and also have different objectives when 

investing in NTBFs because their backing corporations often have objectives other than the 

financial returns that motivate most IVCs (Bertoni, Colombo, & Grilli, 2011; Chemmanur & 

Fulghieri, 2014). For example, the investment objectives of CVCs also involve motivating 

factors related to their innovation and marketing strategies (Dushnitsky & Lenox, 2006; Siegel, 

Siegel, & MacMillan, 1988).  

It is thus possible to argue that CVCs can often be more open to an NTBF’s novel, radical and 

disruptive technologies while being more familiar with broader and long-term market trends 

(Chesbrough, 2002; Dushnitsky & Lenox, 2005). A CVC’s process of investment will 

generally involve more significant levels of affinity between investors and investees. Indeed, 

Weber and Weber (2007) suggest that the success of CVC investments also relies on the 

existence of a relational fit between CVCs and the firms in which they invest. This relational 

fit is based – among other things – on the ability of both the corporation (backing the CVC 

investment) and the NTBF to draw upon each other’s social capital and knowledge. In sum, 

while IVCs are usually exclusively interested in financial returns on their investments, CVCs 

have other interests guiding their investment decisions that make the two types of venture 

capital investment fundamentally different.   

From the NTBF’s perspective, the benefits and value-added outcomes that venture capital can 

provide had been well documented in the literature (Hsu, 2004). In fact, research shows that 

entrepreneurs who seek venture capital finance are usually willing to give away more equity to 

venture capital firms that have a strong reputation for providing better benefits and value-added 

(Hsu, 2004). Similar to angel investments, NTBF entrepreneurs can benefit from a venture 

capitalist’s social capital and are usually very eager to do so. For example, VCs are well known 

for helping improve the invested firms’ human resources by finding the right people and skills 

to foster growth (Hellmann & Puri, 2002). Among other benefits, VC-backed NTBFs can enjoy 
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considerably faster development times and achieve more radical types of innovations 

(Keuschnigg, 2004; Kortum & Lerner, 2000).  

In addition, VC-backed NTBFs seek more aggressive marketing strategies (Hellman & Puri, 

2000) when compared with non VC-backed NTBFs. All this value-added usually leads VC-

backed NTBFs to enjoy better growth rates than non VC-backed NTBFs (Davila, Foster, & 

Gupta, 2003). This is because, with more funds at their disposal, NTBFs can more easily and 

quickly draw on a greater abundance of resources in order to thrive. In this regard, some CVC 

investments can be even more advantageous to NTBFs. Depending on the strategic interest of 

the corporation backing the investment, NTBFs can attain further benefits (such as specific 

new know-how and technical expertise) from the corporation backing the investment. In fact, 

“resource acquisition, knowledge acquisition and endorsement benefits are the primary 

mechanisms by which corporate venture capital investments add value to NTBFs beyond 

financing” (Maula, 2001, p. 3).  

As demonstrated above, it is clear that venture capital financing adds value and can, therefore, 

play a significant role in the development and growth of NTBFs. However, the role of venture 

capital financing on the location of an NTBF’s economic activities – and its territorial 

embeddedness – is not as clear. Although unlike angel investment, there is some research on 

the impact of venture capital on the location of economic activities of invested firms, the 

majority of such studies have focused on the influence of the USA’s local venture capital 

industry in the regional location of NTBFs born in the USA. A general overview of this 

literature indicates that VCs in the USA generally prefer to invest in firms located close to 

where the VC is headquartered.  

This preference exists because VCs usually want to keep a closer eye on their invested firms 

in order to provide value-added and to monitor their investments (Florida & Kenney, 1988; 

Sahlman, 1990). The co-location rationale between venture capital firms and their investments 

is apparently even stronger in some high tech industries; for example, biotech (Kolympiris, 

Kalaitzandonakes, & Miller, 2011; Powell, Koput, Bowie, & Smith-Doerr, 2002). In a similar 

vein, another study identified that almost 50% of both VC firms and VC-backed firms are 

concentrated in the three most significant high tech regions of the USA (i.e., Silicon Valley, 

Boston and New York). However, although these VC firms outperformed firms from other 

locations, the study concluded this was not due to the colocation of VC firms and invested 

firms on the same city (Chen, Gompers, Kovner, & Lerner, 2010). 
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When this is taken into account, and because New Zealand NTBFs often find it challenging to 

secure more substantial investments from the local VC industry (Lerner, Moore, & Shepherd, 

2005), a strong argument can be made for local NTBFs relocating to the USA. This could bring 

them closer to USA VC firms. While they are unlikely to outperform their competitors, they 

will be more likely to receive funding in the first place by being closer to VC firms. Wakeman 

(2013, p. 17) provided evidence that New Zealand NTBFs have felt such pressure to relocate 

to the USA when negotiating with VC firms from that country. 

In contrast, other researchers have challenged the proximity and colocation rationale described 

above. For example, Gupta and Sapienza (1992) identified that CVCs and larger IVCs invest 

on a broader, international geographic scope, and do not necessarily intend to bring investees 

closer to them. Other studies further suggest that the extensive use of syndicated investments 

increases the chances of VC firms investing in companies that are not closely located to their 

offices (Sorenson & Stuart, 2001). In addition, the high returns that some venture capital firms 

– particularly US-based - have achieved in past decades have stimulated competition and a 

surge in the trend toward internationalisation of their activities.  

Venture capital firms in the USA, and worldwide, are indeed more willing to cross borders to 

invest (Aizenman & Kendall, 2008; Schilit, 1992; M. Wright, Pruthi, & Lockett, 2005). In other 

words, shifting from an initially highly localised approach, venture capital firms around the 

globe have opened up their investment portfolios by taking broader geographical focus in theit 

search for better deals. As a result, outflows of venture capital coming from the USA and 

elsewhere have increased considerably over the past decade (Aizenman & Kendall, 2008; 

Iriyama, Li, & Madhavan, 2010). However, the notion that venture capital firms from the USA 

will still seek physical proximity with invested NTBFs still persists (Plant, 2007), and thus 

probably attracts NTBFs from other countries seeking VC-backing to relocate to the USA.  

For example, Cumming, Fleming, and Schwienbacher (2009) concluded that firms from other 

countries with local VC-backing that relocate would do so by moving to the USA. Such 

relocation would occur with three significant benefits in mind. First, they see being closer to 

USA venture capitalists as opening up a wealth of new funding opportunities. Second, such 

firms will be seeking the protection of the USA’s robust legal system. Third, and more 

importantly, entrepreneurs – and possibly their local Venture Capital investors – will also be 

seeking the much higher returns that can be achieved through an IPO in the USA’s public 
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equity markets. As mentioned in section 2.5.1, such a push to relocate or IPO in the USA is 

also a well-known problem in Israel (Coppola, 2014; Wrobel, 2014). 

Keeping the arguments, I just described in mind; there are several possible ways the different 

types of venture capital firms may affect the territorial embeddedness of local NTBFs. All such 

ways are conditioned on the premise that when venture capital firms acquire a stake in an 

NTBF, they will also gain some form of control rights. Therefore, similarly to angel capital 

investments, this will reduce the autonomy of the entrepreneur when making decisions 

regarding the location of the NTBF’s economic activities. 

2.4. Theory and use of social capital  

2.4.1 Definition and dimensions of social capital 

Jacobs (1961) was one of the pioneers of social capital research. As a sociologist, his intention 

was to generate a better understanding of how family relationships and the social capital within 

contribute to the development of neighbourhoods. Within a few decades, the concept gained 

more traction with the works of Bourdieu (1983), Coleman (1988) and Burt (1992). Since then, 

the concept of social capital has attracted attention from a wide range of social science scholars. 

Social capital has been used to examine a wide range of social issues, including “the study of 

families and youth behaviour problems, schooling and education, community life, democracy 

and governance, economic development, and general problems of collective action” (Adler & 

Kwon, 2009, p. 90).  

Along with the wide adoption of the social capital concept described above has come a range 

of definitions. In their review of the social capital literature, Adler and Kwon (2009) maintain 

that definitions of social capital can be divided into two groups. In the first group of definitions, 

social capital is seen as “a resource located in external linkages of a focal actor” (Adler & 

Kwon, 2009, p. 92) that helps the focal actor to act, relate, and interact with other actors within 

a network. Network theorists have strongly influenced these definitions. In their view, the 

“actions of individuals and groups can be greatly facilitated by their membership in social 

networks, specifically by their direct and indirect links to other actors in these networks” (Adler 

& Kwon, 2009, p. 90).  

The second group of definitions primarily focuses on social capital as a “feature of the internal 

linkages that characterise the structures of collective actors” (Adler & Kwon, 2009, p. 92). 
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Within this group of definitions, social capital is seen as determining the cohesiveness that 

provides the benefits that actors draw from these networks. However, despite recognising the 

distinctions between these internal and external views of the social capital, the authors claim 

that the differences between the two groups of definitions are primarily a matter of the 

“perspective and unit of analysis” (Adler & Kwon, 2009, p. 93). Adler and Kwon believe these 

two views should not being mutually exclusive because “a collective actor such as a firm is 

influenced by both its external linkages to other firms and institutions and the fabric of its 

internal linkages: it is capacity for effective action is typically a function of both” (Adler & 

Kwon, 2009, p. 93).  

I concur with their view, and accordingly will (in Chapter 5) build the analysis upon founder 

social capital that has a locus both internal and external to the firm. In line with this, and as 

explained in section 1.2.3, I adopt Nahapiet and Ghoshal’s (1998) definition of social capital 

that encompasses both external and internal linkages. According to their definition, social 

capital is:  

The sum of the actual and potential resources embedded within, available through, and 

derived from the network of relationships possessed by an individual or social unit. 

Social capital thus comprises both the network and the assets that may be mobilised 

through that network. (p. 243)  

As outlined in section 1.3, the research questions direct attention to NTBF founders’ use of 

social capital. Particularly important to answering the sub-research questions and overarching 

research question is understanding and analysing how the structural and relational dimensions 

of entrepreneurs’ social capital develop over time. In their widely cited work on social capital, 

Nahapiet and Goshal (1997, 1998) refer to the key elements of these two dimensions of social 

capital, as follows:  

The structural dimension of the social capital incorporates a) the presence/absence of direct or 

indirect ties; b) the strength of ties (weak or strong); and c) the position an actor occupies in 

the network (e.g., central or peripheral) and the locus of the relationship (i.e., if relationships 

are internal or external to the organisation).  

The prominent features of the relational dimension of the social capital, are actor bonds 

(Hakansson & Snehota, 1995), trust and trustworthiness (Fukuyama, 1995), norms and 

sanctions, obligations and expectations (Burt, 1992; Coleman, 1988; Granovetter, 1985), and 

identity and identification (Hakansson & Snehota, 1995). 
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2.4.2 Social capital: theory and use 

The concept of social capital has gained popularity among organisational research scholars. In 

this field of research, scholars almost unanimously understand the concept of social capital 

according to the fundamental premise that economic actors such as firms and organisations 

invest and nurture social relations in the expectation these relations will generate returns for 

them (e.g., Burt, 1992, 2000; Coleman, 1988; Nahapiet & Ghoshal, 1997; Portes, 1998). 

Similarly, Lin, Cook, and Burt (2001) maintain that at the individual level, social capital is a 

reflection of what individuals do when they “engage in interactions and networking in order to 

produce profits” (p. 3). With this rationale in mind, it is possible to see that both organisations 

and the individuals who work in these organisations understand how important social capital 

can be for their own benefit. 

Although it is understandable that social capital can be seen as a means for self-benefit, it is 

also important to highlight that social capital cannot be sustained when actors are exclusively 

seeking to benefit only themselves. In other words, if an actor wants to develop and use social 

capital over the long term, the self-benefit that accrues from using social capital cannot be to 

the detriment of the benefits that other actors can obtain from the relationship (Adler & Kwon, 

2009). Central to the concept of social capital is the trust and reciprocity that needs to be 

maintained by actors involved in a relationship. As such, when relationships are not mutually 

beneficial, they can become fragile, and actors may stop liking, relating, and prioritising to 

each other. When this happens, the social capital residing in such a relationship can lose its 

utility (Glaeser, Laibson, Scheinkman, & Soutter, 1999). Accordingly, the networks that may 

be very useful today need to be cultivated and reciprocated if they are to be used again in the 

future.  

In line with the argument that social capital can be used to support profit-seeking, 

entrepreneurship and organisation scholars maintain that one of the main benefits of social 

capital is that it can be used to replace or supplement resources needed by an actor (Burt, 1992; 

Liao & Welsch, 2003; Portes, 1998). For example, having very good industry connections can 

facilitate the recognition of opportunities (Presutti, Boari, & Fratocchi, 2007; Rodríguez, 

Garrido, Gómez, & Navarro, 2010), access to overseas clients (Prashantham & Dhanaraj, 2010) 

and access to top knowledge through hiring top talent (Davidsson & Honig, 2003). As such, 

Glaeser et al. (2002) introduced the notion that social capital can be seen from an economic 

perspective.  
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According to the economic perspective, Glaeser et al. (2002) suggest that an actor’s approach 

to investment in social capital can be affected by a multitude of contexts and behaviours, some 

of which an actor can control, while others they cannot. Further, some of these contexts and 

behaviours may help in predicting an individual’s ability to invest and nurture their social 

capital. Consequently, an individual’s ability to use and obtain returns and benefits from their 

social capital also can be predicted. An example of the influence of context is the age of an 

actor. Glaeser et al. claim that up to a certain point, an actor’s social capital will increase with 

age, after which it decreases. They, therefore, posit that the age of an actor can provide an 

indication of how keen they will be to invest time and effort in developing a relationship, as 

well as the potential returns this actor can obtain from such relationships (Glaeser et al., 2002).  

Glaeser et al. (2002) also advance the notion that mobility and physical distance between actors 

can reduce social interaction and therefore inhibit individuals from benefiting from social 

capital. Therefore, when individuals frequently move house or move far away from their 

contacts, this will lead to them putting less effort into cultivating relationships (Glaeser et al., 

2002). As such, for these individuals, the intensity of their social capital will potentially 

diminish over time. On the other hand, their networks will certainly be wider and have 

considerably more reach. Furthermore, the authors also concluded that individuals who own 

their homes could, over time, invest and benefit from the social capital embedded in their 

neighbourhoods.  

With these arguments in mind, it is possible to argue that an individual’s social capital takes 

time to be forged, and its accumulation demands a series of specific contexts and behaviours. 

Applying this rationale to the context of this research, I can predict that from the NTBF 

founder’s perspective, he or she will have to communicate to other actors his or her 

intentionality in terms of the continuity of the firm. Businesses in their infancy are risky, and 

NTBFs are notoriously riskier than more traditional new businesses. As such, this could 

potentially affect the disposition of other actors toward developing more meaningful and 

stronger relationships with NTBF internal and external actors. It then follows that the NTBF 

founders’ ability to communicate their plans to maintain and continue operating the business 

for a long time will help. In this way, NTBF founders can perhaps ease other actors’ 

preconceptions that NTBFs tend not to remain operating for a long time.   
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2.4.3 Social capital in entrepreneurial and NTBF contexts  

Anderson and Miller (2003) bring forward the notion that social capital in entrepreneurial 

scenarios influences entrepreneurial outcomes in two distinct ways. First, at the individual 

level, they claim that because entrepreneurs are participants in a social environment, they will, 

therefore, be shaped and influenced by that environment. For example, entrepreneurs exposed 

to different social environments will perceive opportunities in a different way. In addition, at 

the level of the entrepreneurial venture, they claim that the stock of social capital possessed by 

entrepreneurs will likely influence the nature of the business (Anderson & Miller, 2003). Along 

the same lines, other scholars support the argument that the entrepreneur’s position in a given 

network can hinder or foster their venture’s outcomes (e.g., Aldrich & Zimmer, 1986). For 

example, Liao and Welsh (2003) found that high levels of social capital can help entrepreneurs 

gain access to equity investors, customers and critical knowledge about the markets in which 

they operate. For Liao and Welsh (2003) and other scholars (e.g., Chell, 2000; Cope, Jack, & 

Rose, 2007; Greve & Salaff, 2003) there is consensus that the quality and quantity of the 

entrepreneur’s social capital can influence the success or failure of entrepreneurial ventures.   

Arregle et al. (2007), investigated in more depth this intertwined existence between individual-

level social capital and the organisational level social capital mentioned above. They extended 

social capital theory by further exploring how the social capital residing within a dominant 

social group of individuals (i.e., family members) lends itself to creating social capital for the 

organisation they control (i.e., family firms). Further, these dominant social groups are like 

“any group possessing its own values and norms of behaviour” and can include religious 

organisations for example, and non-profit or even new venture firms not formed by family 

members (Arregle et al., 2007, p. 75). Arregle et al. (2007) advance several justifications for 

their conclusion that these dominant social groups give direction, shape and form to the 

organisations that they are affiliated with or control. Here, I present the three most important 

arguments.    

First, the more members of the dominant group are able to be close to each other and establish 

trusting and harmonious relationships with each other, the better for organisational level social 

capital. This is because if they can manage to transmit a united and coherent social capital 

between themselves, other actors around the dominant group will see more potential to become 

more deeply involved in transactions with them and with the organisation. Second, due to their 

position of power and dominance, the dominant social groups can impose their personal values 

onto their organisation’s identity. According to Arregle et al. (2007), an organisation’s identity 
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“is crucial for a firm and is a central, distinctive, and enduring characteristic of an 

organisation…. It is strongly linked to the missions, values and practices of the firm” (Arregle 

et al., 2007, p. 80). Third, the human resource practices of the firm where the dominant group 

exists can signal stability and a long-term orientation, which in turn makes employees more 

willing to invest (e.g., their time and efforts) in creating a strong trusting and reciprocal 

relationship with the dominant group. In addition, by adhering to the values and principles of 

the dominant group, employees also signal to the dominant group they can be trusted for 

promotion (e.g., to a management position) because they will ensure the organisational values, 

norms and ultimately its identity (which are important to the dominant group) are preserved.    

An interesting aspect of social capital research in entrepreneurial contexts is that scholars 

usually portray social capital in a very positive light and how beneficial it can be for 

entrepreneurs. For example, Davidsson and Honig’s (2003) study of 380 nascent entrepreneurs 

found that social capital is a strong predictor of potential entrepreneurs’ success in starting up 

new businesses and progressing into first sales to achieve profitability. They argue that 

membership of a business network is particularly crucial to positive outcomes (Davidsson & 

Honig, 2003). However, according to Adler and Kwon (2009), there is an ugly side to social 

capital that is potentially linked to negative outcomes for its users, but which is rarely 

investigated.  

In a highly regarded social capital study that perpetuates the positive perspective of social 

capital in entrepreneurial contexts, Florin, Lubatkin, and Shulze (2003) proposed a model to 

explain the relationship between social capital and the performance of 275 high-growth firms 

both before their IPO and two years after. After controlling for firm size, stage of development, 

location, and even industry, the researchers were able to demonstrate how valuable social 

capital is for firms pursuing high growth strategies. They found that the social capital embedded 

within high-growth firms positively influenced productivity and the performance of the firm’s 

resources (e.g., human resources and financial capital) both before and after IPO. Further, on 

the basis of their results, Florin and colleagues (2003) conclude that a similar positive impact 

of social capital will also be found in large public firms and small private firms.  

Scholars have established the importance of social capital in high-tech sectors because it can 

help entrepreneurs and employees to learn, gain knowledge and become better equipped to 

explore such knowledge. Social capital is seen as especially necessary in the high tech sector 

because entrepreneurs and employees in these firms need to acquire and exploit knowledge 
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both regularly and frequently (Grant, 1996; Kogut & Zander, 1992; Spender & Grant, 1996). 

Because acquisition and exploitation of knowledge are inherently social processes (Kogut, 

Shan, & Walker, 1993), social capital within these firms can positively influence the success 

of their innovations (Yli-Renko, Autio, & Sapienza, 2001). Therefore, in this line of research, 

social capital is generally seen as one of the most important mechanisms enabling small 

entrepreneurial high-tech firms to overcome the challenges, complexities, and ambiguities that 

stem from developing an innovation (Landry, Amara, & Lamari, 2002; Li, Lin, & Huang, 2014; 

Molina-Morales & Martínez-Fernández, 2010).   

In sum, the literature that explores social capital in entrepreneurial and NTBF contexts often 

describes social capital as a handy tool for entrepreneurs. Studies reported in this body of 

research generally concur that the more entrepreneurs can work on fomenting their social 

capital, the greater the benefits they will gain from it. It is nevertheless widely recognised that 

it takes entrepreneurs time to build a useful network of social relationships that will help in 

their journey. For new entrepreneurs, especially those operating in high tech industries, social 

capital is even more important as it facilitates knowledge acquisition and knowledge 

exploitation, which are most certainly crucial for the success of NTBFs.   

2.5. Theory and use of location decisions and processes of embedding and 

disembedding  

2.5.1 Location decisions: choosing to remain embedded  

At the outset of this section on locational factors in NTBF economic activities, it is essential to 

note that the extant works of literature in innovation and economic geography have 

comprehensively addressed several NTBF (or TBF) specific positive externalities that may 

directly foster NTBF embeddedness in the founding location. As stated in the introduction to 

this thesis, NTBF scholars have explored co-location advantages and localised knowledge 

spillovers (e.g., Bathelt et al., 2004; Malmberg & Maskell, 2002, 2006; Yli-Renko et al., 2001). 

However, this literature is primarily concerned with firm-level performance and regional 

economic performance that exist because such firms are embedded in different kinds if 

territorial systems of innovation (Dicken & Malmberg, 2001; Moulaert & Sekia, 2003). The 

positive externalities and conditions that NTBFs may encounter such territorial systems can 

influence the founder’s decision where to found or not their NTBFs.  
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However, one aspect that the literature above rarely explores is the personal opinion and 

preference that entrepreneurs may have with regards to the location of their firm. Indeed, while 

the literature above is focused on the advantages and disadvantages that locations may yield 

for firms (through may different institutions and mechanisms); it usually ignores the most 

important decision maker in the NTBFs. In other words, I will rarely hear the voice of the 

entrepreneur stating and what location he or she would personally prefer in terms of the location 

of the firm.  

Stam (2007) have partially addressed this problem. In his research, he brings the human agency 

back to the location decision context and to the spatial organisation of entrepreneurial firms 

subsequent to the start-up phase. Stam concludes that in the initial stages of the firm, 

entrepreneurs find necessary that the firm can be located near the personal relationships that 

entrepreneurs have. As such, he argues, being closely located to friends and family in the initial 

stages of the firm is particularly essential because entrepreneurs can count on physical and 

moral support in such a critical time of his or her journey. As the firm evolves; however, other, 

non-personal aspects (such as sunk costs, or costs of production and logistics) become more 

influential in the founder’s location decisions. He suggests “that the spatial organization of 

entrepreneurial firms co-evolves with the accumulation of the firms' capabilities” (Stam, 2007, 

p. 46). As such, the more sophisticated these capabilities are, the more complex the spatial 

organisation of the firm can be.   

Central to the concept of NTBF territorial embeddedness is the strategic entrepreneurial 

decisions on the location of the firm’s economic activities. These decisions, however,  go 

beyond the personal preferences of the entrepreneur and the positive (or negative) external 

environment in which the firm is located. Indeed, in a globalised world, firms from all sectors 

and levels of innovation participate in and explore resources that are increasingly located in 

globally dispersed value chains (Coe, Hess, Yeung, Dicken, & Henderson, 2004; Gereffi, 

Humphrey, & Sturgeon, 2005). According to a comprehensive OECD (2007) report on 

globalised value chains, this dispersion is even more evident in high tech industries where firms 

are much more prone to offshoring and relocation of economic activities than firms in low to 

medium-tech industries. This is because, in some situations, local NTBFs will only survive if 

they explore such globalised resources and offshoring value-creating activities. For example, 

this is likely the case when local manufacturing NTBFs shift their plants overseas. 
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Moving a manufacturing plant overseas can, for example, allow NTBFs to achieve shorter 

prototype-to-production time and gain fast access to more extensive and effective production 

facilities and supply networks that are not readily available in small local economies. 

Manufacturing overseas can also significantly reduce delivery time and the costs associated 

with logistics, components and assembly. More importantly, manufacturing overseas can 

enable – or improve – access to overseas markets, either through complying with local market 

regulations or by exploring regional trade agreements (Harrison & McMillan, 2011).  

In a similar vein, most non-manufacturing NTBF entrepreneurs can be compelled to locate 

sales and marketing functions overseas. This is the case because often, NTBF technologies are 

designed to address market niches (Preece et al., 1999) that are usually insignificant or even 

non-existent in small open economies. In addition, shifting marketing and sales overseas can 

also allow for the optimal levels of customer support and feedback essential for product 

customisation and development. Furthermore, it is possible that some technologies in both the 

manufacturing and non-manufacturing sectors will require both more sophisticated R&D and 

skilled production labour that is readily (and cheaply) available in larger overseas markets 

(Ghodeswar & Vaidyanathan, 2008). 

Therefore, some New Zealand based NTBF entrepreneurs can plausibly argue that it is difficult, 

if not impossible, to keep all value-creating activities embedded in the founding location. 

Indeed, for some, it would be only by offshoring activities that their NTBF will be able to 

survive and thrive in world markets. Even if this goes against their personal preference and 

commitment to remain embedded in their founding location. This argument leads to a general 

assumption that sometimes local NTBFs will “have to” shift some of their economic activities 

overseas. However, it is crucial to be able to understand the extent and type of activities being 

shifted. In order to explain what is meant by “the extent and type of shifting”, I address the 

issue of territorial disembeddedness of NTBFs in the following sections by borrowing from the 

offshoring and relocation literature.  

To this end, in the next sub-section, I will present an overview of the offshoring literature, 

which mostly deals with less impactful forms of disembeddedness where offshoring is limited 

to sending some business functions overseas. In the following sub-section, I will then provide 

an overview of the relocation literature, which mostly deals with a more impactful form of 

disembeddedness where firms decide to relocate the entire firm to another country. Against 

this backdrop, it is also important to note that scholarly research on offshoring of economic 
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activities and the relocation of firms have rarely focused specifically on the NTBF context. In 

addition, this body of research also rarely focuses on New Zealand. However, most of the 

theories, constructs and findings from the offshoring and relocation literature seem 

transferrable to NTBF context.  

2.5.2 Location decisions: becoming more disembedded (offshoring)  

Offshoring is a topic that has gained attention from a variety of disciplines, such as Strategy, 

International Business, Economic Geography, Logistics, Operations Management, Human 

Resources and Entrepreneurship. The impacts of the offshoring of business economic activities 

have been felt by many national economies for some time, and are particularly problematic for 

the manufacturing and service sectors in developed countries (Bunyaratavej, Doh, Hahn, 

Lewin, & Massini, 2011). Since the first wave of offshoring activities beginning in the 1970s 

and 1980s, the impact has grown steadily. While the first wave mostly affected low-skilled jobs 

in developed countries (Harrison & McMillan, 2011; Levy, 2005), the second wave – believed 

to have started in the early 1990s – was more encompassing and progressively included more 

sophisticated business functions. This second wave was epitomised by what economists call 

the international division of labour (Dunning, 1993). 

Today, in a globalised knowledge economy, we are witnessing a third wave where the 

phenomenon has become far more reaching and pervasive (OECD, 2007). This is because 

almost all back-office activities and complex business functions (see MGI, 2003), such as 

sophisticated R&D and engineering (see: Lewin, Massini, & Peeters, 2009, and; Manning, 

Massini, & Lewin, 2008), can be carried out with the same or superior quality and in a more 

cost-effective way in developing countries. The ease of international trade, the evolution of 

ICT technologies and falling costs in transport and logistics are some of the factors behind the 

pervasiveness of this third wave (Contractor, Kumar, Kundu, & Pedersen, 2010; Crinò, 2010). 

Nevertheless, opinions diverge considerably on the overall impact on local economies and 

society when the economic activities of local firms are located in foreign countries. 

On the one hand, some scholars see offshoring in a positive light. According to this view, 

offshoring generates opportunities for wealth and profit maximisation that benefit shareholders 

and entrepreneurs alike. In addition, scholars following this line believe that displaced workers 

can also benefit as they will often have the opportunity to be re-trained, and subsequently be 

able to trade up from their old jobs to new, better jobs requiring more skills (see Farrell, 2005; 

Farrell & Agrawal, 2003). On the other hand, other scholars believe that while offshoring 
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brings opportunities for wealth and profit maximisation, it does so at a high cost to local 

economic development and to society through the loss of such activities. In a nutshell, the 

reason that local economies may be harmed primarily because offshoring “decouples the 

linkages between economic value creation and geographic location” (Levy, 2005, p. 685). The 

consequences are felt acutely in the short term. In the front line, of course, are the employees 

who have lost jobs associated with the functions that are sent overseas. Local communities and 

governments will immediately feel the ensuing economic pain (Kedia & Mukherjee, 2009). 

According to Levy (2005, p. 685), one of the major arguments against offshoring is that 

displaced workers most likely don’t end up “trading up to higher skilled jobs”, and the absolute 

majority endure severe earning losses for several years after displacement (see Kletzer, 2001). 

However, in this study, I do not delve and explore this divergence in scholarly opinion. This is 

because, as previously mentioned, when considered from the firm perspective, in many 

circumstances, offshoring is a sine-qua-non condition for survival. It, therefore, follows that 

from the perspective of local economic development, it is preferable to have a few jobs held 

locally – and have an existing firm based/domiciled in the local economy and remaining 

competitive – than the firm ceasing to exist because it becomes uncompetitive. Overall, the 

decision to offshore some of a firm’s economic activities can indeed be considered a 

disembedding move. 

In light of the scenario above, the work of Jahns, Hartman and Bals (2006) provides a clear 

picture of the fundamental differences between modes of offshoring. In their view, for a true 

understanding of the offshoring phenomenon, it is “necessary to take into account the 

contractual/legal dimension in combination with an offshore location, i.e., one that is not 

domestic/onshore” (Jahns et al., 2006, p. 222). The authors argue there are three distinct aspects 

to the contractual/legal dimension of offshoring that can have fundamentally different effects 

for offshoring processes, and therefore the outcomes of offshoring activities for firms. 

Specifically, the contractual dimension of offshoring is based in the make-or-buy decisions 

around sourcing, and also includes joint ventures as a hybrid contractual mode.  

At one end of the contractual/legal spectrum, firms decide to “make” within the firm in an 

offshore location. In this mode, firms can either set up wholly-owned subsidiaries or, for 

example, acquire a foreign firm. This mode is often labelled captive offshoring (see Kedia & 

Mukherjee, 2009). On the other side of the contractual/legal spectrum, firms decide to either 

“buy” from a third party (intermediary) provider, for example, or directly from an offshore 
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provider. This mode is usually labelled offshore outsourcing. Regardless of the firm’s reasons 

(i.e., strategic or financial) for opting for one model over another, both contractual modes can 

impact the economic wellbeing of the firm’s home country. However, this impact is firm-

specific and usually dependent on a series of factors, for example, the firm’s size, strategies 

and financial resources (Dunning, 1993). 

With regard to the mode of offshoring and its impact on NTBF embeddedness, several 

outcomes can be expected according to the firm-specific characteristics described above. For 

example, it can be argued that if a New Zealand NTBF decides (and has the financial resources) 

to opt for captive offshoring, it will become an agent of foreign direct investment (FDI) and 

therefore enhance the country’s international investment position. According to Roza et al. 

(2011), this mode (and joint ventures) is usually preferred by large firms because it requires a 

set of resources that small firms lack (e.g., human and financial resources).  

While introducing more complexity into the NTBF’s business, this mode can provide more 

robust competitive advantages, especially when controlling the offshored process is vital for 

these competitive advantages. When opting for this mode, a long term commitment to a foreign 

location is usually implied (Roza et al., 2011). This could, in turn, foster the NTBF’s 

commitment to an increasing number of foreign locations (as they become true multinationals), 

while at the same time the firm is able to retain territorial embeddedness in their home country 

(see Keeble, Lawson, Smith, Moore, & Wilkinson, 1998b). Contrary to this thinking, this mode 

could lead firms to progressively send more – or even all of their – economic activities to 

offshore locations. In this way, it can be argued that this mode of offshoring potentially exposes 

firms to the advantages of total relocation (an extreme form of disembeddedness). 

In contrast, offshore outsourcing provides a good fit with the lack of resources typical in small 

firms. Offshore outsourcing requires less commitment to suppliers, and due to the foreign 

location, equity investments are avoided, and contracts are usually more flexible (when 

compared to JVs or captive offshoring). This mode can allow small firms with limited resources 

to concentrate on the further development of their technologies and marketing activities while 

avoiding the set-up costs required by the captive mode of offshoring (Roza et al., 2011). With 

this in mind, it has been argued that offshore outsourcing of manufacturing activities can 

instigate the “freeing up” the resources of small firms for investment in the growth of other 

functions (such as marketing and R&D) in their home countries (Jahns et al., 2006).  
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However, when offshore outsourcing involves non-manufacturing and the outsourced activity 

is a core activity (e.g., programming in software firms), offshore outsourcing can then be 

considered close to an extreme form of disembeddedness. For example, if a local small 

software development firm decides to outsource their programming offshore, and their sales 

are conducted overseas, the firm’s contribution to the local economy may end up being 

restricted to the firm’s repatriation of profits.  In sum, the impact of offshoring activities in 

local economies varies considerably according to the function that has been offshored, and the 

relative weight of this function compared to all the other functions carried out by the firm. With 

this in mind, I will now overview the literature on what can be classified as a more extreme 

form of disembeddedness, i.e., the total relocation of a firm’s economic activities to an overseas 

location. 

2.5.3 Location decisions: becoming highly disembedded (relocation)  

In parallel with the waves of offshoring activity described in the section above, the 

phenomenon of the total relocation of firms has also become more noticeable and concerning 

to local economies. Indeed, the negative impact on local economies of offshoring activities can 

be even more pronounced when all of an NTBF’s core economic activities (including head 

office) leave the country. When the head office of an NTBF remains in a country, its value 

creation and potential to stimulate local economic growth still apply – obviously to a lesser 

extent – even if all other economic activities have already been sent overseas. The firm’s 

headquarters retains control over the firm’s overseas assets (Sweet & Nash, 2007) and the 

profits from overseas operations can be repatriated (see Voget, 2011). Often, total relocation is 

not an option for firms and entrepreneurs, but when it occurs, it is undoubtedly more harmful 

to the local economy than if the relocation is limited to some business functions (i.e., 

manufacturing and sales). 

Indeed, totally relocating a firm’s economic activities overseas is not an easy decision to make. 

According to  Johansson and Forslund (2010, p. 42), firms generally consider three main factors 

when deciding whether to entirely relocate to a new location – or stay in the same place: 1) the 

“possibilities and costs associated with input suppliers (including R&D collaboration and 

knowledge suppliers)”; 2) the “possibilities and costs of interactions with customers”; and (3) 

the “capacity and quantity of a region’s endowments” (which influences both 1 and 2). 

According to the authors, a region’s endowments (e.g., natural and infrastructure resources, 

accessibility to capital, social and human capital) “provide regions with different opportunities 
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or advantages as well as disadvantages” (Johansson & Forslund, 2010, p. 45). The size of a 

region is a critical endowment factor simply because large regions can offer a much broader 

set of potential connections for the firm (on both the supply and demand side). Firms located 

in New Zealand are certainly disadvantaged in terms of country’s endowments when compared 

to other larger developed nations. 

It is also important to note that although location theory per se is not relevant to the 

phenomenon at the core of this study, location theory does play a crucial role in the literature 

addressing the relocation phenomenon. Indeed, because paradigms for relocation are lacking, 

scholars almost invariably have to draw on well-established concepts from location theory. 

However, location and relocation are two different things (Manjón-Antolín & Arauzo-Carod, 

2011). Indeed, location theory is focused primarily on the search for the best location choice 

based on the attractiveness of a place(s) for the establishment of a firm (pull factors). Relocation 

theory, however, is not only concerned with pull factors, but also with the first steps or 

motivations for firms in seeking a new location, or, as described by Pellenbarg, Wissen, and 

van Dijk (2002), the push factors out of the current location. Accordingly, in this section, I 

provide a brief overview of the three main approaches of location (and relocation) theory. First, 

I present key arguments from the neo-classical approach and discuss its suitability for 

application to the issues around NTBF territorial embeddedness. Then, in the same way, I 

present the behavioural and institutional approaches. 

According to Brouwer et al. (2004), neo-classical location theory is primarily interested in 

exploring the idea that by choosing optimal locations, firms can minimise costs and therefore 

maximise profits (e.g., Moses, 1958; Weber, 1929). This branch of the location literature holds 

with the argument that in a situation of equilibrium, the ideal location for a firm is fixed and 

therefore, relocation is not necessary. In fact, the neo-classical approach suggests that, in 

general, firms will avoid relocation because of three cost-related factors: (1) if the direct and 

indirect costs associated with the actual relocation and then establishment in the new location 

are too high; (2) if there is already a substantial amount of written-off capital in the current 

location (in other words, firms in this situation can make a profit even in a suboptimal location 

because the costs in that location are low); and (3) in some industries, where activities are based 

does not represent a significant cost in the overall cost structure of the firm.  

In the neo-classical approach, the critical driver for relocation is the realisation that the current 

location no longer offers the conditions for profitability, whereas a new location would. In 
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addition, scholars in this tradition often depict some location-specific factors (such as the costs 

of logistics and salaries) as the main drivers for relocation (Brouwer et al., 2004). Furthermore, 

according to Pellenbarg et al. (2002), the neo-classical approach is somewhat removed from 

the relocation argument because it fails to consider the internal subtleties of firms. For example, 

it does not take into account the reality that firms are subject to imperfect information and 

uncertainty when deciding on the location(s) where they will establish. A key reason why 

arguments based on the neo-classical approach may not not apply to EEF NTBFs is because it 

does not contemplate the possibility that profit maximisation might not be the NTBF’s ultimate 

goal, as often NTBFs spend several years prioritising other strategies such as technology 

development and market share (rather than profit maximisation). 

According to Pellenbarg et al. (2002), the behavioural approach, in many ways relates more 

closely to relocation thinking. Their reasons are threefold. First, behavioural location theory 

considers that firms are rational agents that can opt for sub-optimal outcomes when relocating 

(i.e., it is not necessarily a profit maximising effort). Second, the behavioural approach focuses 

on the behaviours and decision-making processes of managers and entrepreneurs. Third and 

most importantly, the behavioural approach takes into consideration factors that are both 

internal and external to the firm in the process of relocation (push factors such as limited space 

at the current location and pull forces in the form of attractive advantages of other locations). 

Therefore, the behavioural approach aligns more closely with this research project than the 

neo-classical approach.  

Furthermore, the behavioural approach considers firm growth as one of the main triggers for 

considering relocation. When the trigger is pulled, it is often followed by the following phases: 

(1) the decision about whether to move or remain in the same location; (2) the search for an 

alternative site for relocation; (3) evaluating alternative sites; and (4) the final choice (Brouwer 

et al., 2004). This view is shared by Schmenner (1980, 1982), who defends the idea that 

relocation is the result of a complicated series of decisions taken within these four phases. 

However, they also posit that total relocation is just one of the many alternatives for spatial 

adjustment. For example, firms can instead opt for reorganising or expanding the current site, 

or branching out and opening another site. Pellenbarg et al. (2002), suggest that studies within 

the behavioural approach tend to conclude that firms would rather remain where they are than 

relocate. They explain that this is because firms have limitations in terms of gathering 

information and limited ability to understand the complex spectrum of information related to 

the relocation process. As such firms will be affected by bias with regard to the entire process 
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of relocation decision making. In other words, the researchers argue that firms will opt for no 

relocation in the first instance. Then if relocation somehow becomes a necessity, they will 

move to closer locations rather than relocating to remote sites. This is simply because closer 

sites will obviously be easier to access, and may represent less uncertainty. 

The institutional approach, while distinct from the behavioural approach in many ways, is also 

complementary, particularly in the context of this study and its analysis of NTBF territorial 

embeddedness. This is because the institutional approach does not only consider the behaviour 

of the firm, or its profits, as significant to a firm’s locational decision making processes. 

Instead, the whole institutional environment in which the firm operates is seen as playing a 

significant role. The institutional approach thus gives much more attention to the social and 

cultural aspects of the contexts against which the behaviours of the firm occur (Brouwer et al., 

2004). According to this view, first introduced in the geography of enterprise literature (e.g., 

Hayter, 1997; Krumme, 1969), the key factor underlying a firm’s decision about where to 

relocate is the firm’s interactions with other multiple agents (such as suppliers, governments 

and unions). In fact, it is within the institutional approach that the notion of territorial systems 

of innovation (Moulaert & Sekia, 2003) became linked more closely with firm growth and 

regional economic growth. 

Remarkably, in the institutional approach, spatial agglomeration is considered a key influence 

with regard to “where” firms should optimally be located. For example, the institutional 

approach considers territorial innovation systems such as industrial districts, science parks 

incubator regions, or learning regions. For example, locations such as Silicon Valley in North 

America or Emilia Romagna in Italy can favour innovation and entrepreneurial activities by 

providing easier access to venture capital and knowledge sharing networks (Scott, 2000). 

Although the institutional approach has been heavily criticised for its focus on large enterprises 

(e.g., Hayter, 1997), in combination with the behavioural approach described above it can 

without a doubt come near to explaining the essence of an NTBF’s relocation choices. This is 

because while the behavioural approach focuses on inner contextual factors (which are very 

relevant to the total relocation of NTBFs), the institutional approach provides a complement to 

the firm’s rationale by unveiling the importance of the key locational preferences of NTBFs, 

as outlined at the beginning of this section. 

The impact of the two approaches on NTBF territorial embeddedness can be thought of in two 

ways. For example, local NTBFs may see advantages in the local system of innovation and 
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stay locally embedded. Alternatively, they may perceive better value in foreign territorial 

systems of innovation and relocate closer to those systems (as discussed previously in Section 

2.2.3, some NTBFs are willing to relocate to the USA specifically to gain access to more 

abundant financial resources). In addition, well-established firms in traditional territorial 

systems may face fierce international competition (especially in price-sensitive industries) that 

can force their relocation overseas. This has been the case in Europe in particular, where 

traditional regional innovation systems (with firms very embedded in their local innovation 

networks) have been affected by the relocation of local firms (Asheim & Isaksen, 1997; Ashein, 

2004; Biggiero, 2006). In these European innovation systems, regional agglomeration 

advantages are not enough to secure competitiveness – and thus embeddedness – of the local 

firms.  

Therefore, although a large body of literature promotes the advantages of agglomeration and 

territorial innovation systems, these advantages alone are not enough to secure the territorial 

embeddedness of local firms (see Biggiero, 2006; Humphrey & Schmitz, 2002). This is also 

true also because many countries are trying to increase the spatial agglomeration of NTBFs 

within their borders. In this way, they too, can attract foreign companies to relocate to their 

shores (Arndt & Kierzkowski, 2001). All in all, the total relocation of firms is a possibility, 

even when firms have for several years enjoyed substantial locational and co-locational 

advantages. Specifically, with regard to the embeddedness of New Zealand-founded NTBFs, 

this can be negative because compared to other regions, New Zealand’s innovation system does 

not effectively maximise the potential advantages of agglomeration and clustering (see Serres, 

Boulhol, & Yashiro, 2014). 
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Chapter 3. Research Methods 

3.1. Background and justification 

3.1.1 Process-based methods for processual phenomena  

In this section, I will first justify the use of process-based research methods as a good fit for 

this study because of the inherently processual and temporal nature of the territorial 

embeddedness phenomenon. Second, I further argue that process-based research methods are 

justifiable because I am studying NTFBs, which inherently involve two intertwined processual 

phenomena: the entrepreneurial process and the innovation process. As such, in the following 

paragraphs, I explain why I consider process-based research methods will fit seamlessly with 

the processual nature of the phenomenon (territorial embeddedness) and the NTBF context.  

As previously mentioned in Section 1.2.1, the embeddedness literature emphasises the 

temporal (e.g., Arthur, 1989; Gersick, 1988; Perlow, 1998) and processual (e.g., Coe & Lee, 

2013; Dicken & Malmberg, 2001; Halinen & Törnroos, 1998) nature of embeddedness. 

Embeddedness is a complex and multilevel process that emerges over time and is highly 

dependent on context (Granovetter, 1985; Hess, 2004; Oinas, 1997). In such a process, 

“becoming embedded…as well as sustaining embeddedness” is a temporary state (Oinas, 1997, 

p. 28). With that in mind, it is reasonable to expect that levels of territorial embeddedness of 

NTBFs will vary over time, and, more importantly, can change quite rapidly. For example, it 

is possible that an NTBF that is highly embedded today could become completely disembedded 

tomorrow. Hypothetically, it would only take a decision by a new owner or majority investor 

(e.g., to completely relocate activities overseas) for the NTBF to become highly disembedded. 

Therefore, it is only by using process-based research methods that I will be able to capture an 

instantiated – and perhaps fragile – picture of the emergence of NTBF territorial 

embeddedness.   

NTBF research can be considered to operate at the crossroads of two inherently processual 

phenomena: the innovation and entrepreneurship phenomena (Kirwan et al., 2006; Spencer & 

Kirchhoff, 2006). As such, this study embraces the argument that the NTBF context is even 

more processual than that of traditional new firms that are not developing new technologies. In 

the following paragraphs, I develop the argument that the process research methods that I have 

chosen fit seamlessly with the processual and temporal nature of the entrepreneurship and 

innovation phenomena at the core of this study.  
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The processual and temporal nature of the entrepreneurship phenomenon has been evoked in a 

number of studies (Steyaert, 1997). Several entrepreneurship scholars identify the need to 

embrace the process and emergence of the entrepreneurial phenomenon over time. In fact, there 

is a nascent “consensus that entrepreneurship is about emergence” (Davidsson, Low & Wright, 

2001, p. 20). According to Low and MacMillan (1988), the notion of the processual nature of 

the entrepreneurship phenomenon can be traced back to the 1960s when the limitations of 

research focused on the personality traits or cultural backgrounds of entrepreneurs were first 

recognised, triggering a wave of more contextualised and process-oriented entrepreneurship 

research (Low & MacMillan, 1988). This trend became more pronounced in the 1980s with 

several entrepreneurship studies embracing just such a process-oriented and contextualised 

view of the entrepreneurial phenomenon (e.g., Aldrich & Zimmer, 1986; Birley, 1985; Cooper, 

1986; MacMillan, 1983; Vesper, 1983). 

The processual view of the entrepreneurship phenomenon is now widely accepted and very 

alive in the entrepreneurship literature. As such, several scholars in this field of research have 

highlighted the characteristics and importance of adopting a processual approach to 

entrepreneurship enquiries. For example, Bygrave (2007) argues “entrepreneurship is a process 

of becoming rather than a state of being” (p.4). Further – and similarly to the eminently 

changeable nature of the embeddedness and innovation phenomena as described above, for 

Bygrave, the entrepreneurship phenomenon is not a stable state. It does not change smoothly; 

rather “it changes in quantum jumps” (Bygrave, 1989, p. 21). Along the same lines, Ucbasaran 

et al. (2001) argue that “entrepreneurship is not a single-action event” (p. 6) and entrepreneurial 

processes are key but under-researched components of the entrepreneurship phenomenon. 

As previously mentioned, in the NTBF context, the entrepreneurial process happens in 

conjunction with the innovation process. High-tech entrepreneurs are constantly involved in 

dilemmas and processes related to the firm’s innovation, technological complexity, 

environmental dependency, and economic uncertainty (Liao & Welsch, 2003). As Van de Ven 

(1992) argues, even “the entrepreneur needs a process theory to explain innovation 

development” (p. 218).  The processual and temporal nature of the innovation phenomenon in 

NTBF contexts further justifies the use of process-based research methods.   

Examples of the processual nature of the innovation phenomenon abound. For example, Van 

de Ven and Poole (1992) studied how intra-firm learning processes evolved during the 

development of innovation in a joint venture that was specifically established for R&D 
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collaboration. Another example from Cheng and Van de Ven (1996) relates the innovation 

process to an organisational journey that is an “exploration to the unknown” (p. 593) through 

which novelty emerges over time. In the course of this journey, organisations “invent, develop, 

and implement new products, programs, services, or administrative arrangements” (Cheng & 

Van de Ven, 1996, p. 593) in a process that can vary considerably in terms of the quantity, 

length, and complexity of events occurring during development according to the type of the 

innovation.  

3.1.2 Ontology and epistemology of change 

There is wide recognition among organisational change research scholars of the need to use 

research methods that can account for the fluidity, temporality, and pervasiveness of change in 

organisations. Many of these scholars argue that process research methods – such as the ones 

I use in this study – fulfil such a need (e.g., Pettigrew, Woodman, & Cameron, 2001; Tsoukas 

& Chia, 2002; Van de Ven & Huber, 1990). The adoption of process-based research methods, 

and, more importantly, the recognition that “change is a basic constituent of organisations” 

(Van de Ven & Poole, 2005, p. 1380) implies that researchers should align their ontological 

and epistemological stances to match a more fluid a view of the world and knowledge. In this 

section, I provide an overview of how the ontological and epistemological stances taken in this 

research align with the process methods used and the view that knowledge, the world – and the 

organisations within it – are constantly changing.  

As mentioned in the previous section, the argument at the core of this study is that significant 

organisational changes occur in NTBFs over time. More specifically, I investigate the changes 

that these young organisations go through while becoming more or less territorially embedded 

in their founding location. Because I believe that NTBF embeddedness is a matter of emergence 

over time, my ontological and epistemological stances are accordingly seamlessly processual, 

as explained in more detail below.  

Organisational change research that utilises process research methods demands two distinct 

ontological views, reflecting two versions of the social world. The first, more conventional 

version sees the “world made of things in which processes represent change in things” (Van de 

Ven & Poole, 2005, p. 1379). Accordingly, organisations are seen as things. The second version 

sees the world as made up of “processes in which things are reifications of processes” (Van de 

Ven & Poole, 2005, p. 1379). In this view, organisations take a much more fluid form and can 
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themselves be seen as processes (Langley, 1999; Langley, Smallman, Tsoukas, & Van de Ven, 

2013).  

In this study, I take the first approach by adopting an ontological stance that assumes 

organisations are “things”. In taking this stance, I am therefore assuming that organisations can 

be continuously changed and adjusted, and take different shapes and forms according to the 

levels and intensity of the process of change to which they are subjected. Ultimately, by 

embracing this ontological stance, I am considering the NTBF as a tangible and identifiable 

thing, an organisation that can change over time. Further, this ontological stance allows this 

research to embrace the notion that context – such as early-stage finance and the founders’ use 

of social capital – can prompt changes in this tangible organisation (the NTBF).   

Another critical stance required from researchers when focusing on organisational change 

requires choosing between two distinct epistemological views that can be identified in this line 

of research. Epistemologically, research on organisational change can be based on variance 

methods or process methods (Langley, 1999; Langley et al., 2013a; Mohr, 1982; Van de Ven 

& Poole, 2005). While I have already made it clear this research will adopt process methods, I 

further justify this decision by briefly exposing some of the fundamental differences that 

distinguish the epistemologies of variance and process methods.  

According to Van de Ven and Poole (2005), the variance method is usually quantitative in 

nature, and its explanations focus on the causality – and often linearity – between variables. 

Variance methods generally exhibit little or no concern with the impact of context (Langley et 

al., 2013; Van de Ven & Poole, 2005). In such methods “time is treated as a transparent 

background” and therefore also has little impact on the phenomenon under study (Van de Ven 

& Poole, 2005, p. 1388).  

In contrast, process methods follow almost the opposite course – especially with regard to the 

role of time and context in research (Van de Ven & Poole, 2005). For example, process methods 

are concerned with “how and why things emerge, develop, grow or terminate overtime” 

(Langley et al., 2013a, p. 1). On the same lines, Ferlie and McNulty (1997) define process 

research “as the dynamic study of behaviour in organisations, focusing on organisational 

context, sequences of incidents, activities and actions which unfold over time” (p. 368). In 

process methods, temporal change is reflected in narratives that account for a sequence of key 

events and unveil when and how change occurs (Poole, Van de Ven, & Dooley, 2000; Van de 
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Ven & Poole, 2005). Considering all of the above, it becomes evident that time is central to 

process studies and to the epistemological stance of this research.  

In addition to time, context also plays a central role in the process-oriented epistemological 

stance. Pettigrew (1985a) argues that context is critically important in shaping the sequence of 

events and how changes occur. Furthermore, he suggests a dichotomy of contexts that impact 

on organisational change: outer-contexts, which include, for example, the economic, social, 

political, and sector environment in which a firm is located; and inner-contexts, which include 

the firm’s internal “structural, cultural, and political environments through which ideas and 

actions for change would proceed” (Pettigrew et al., 2001, p. 698). It is clear from the 

arguments I have presented that the outer context (e.g., availability and relationships with 

external equity providers, relationships with clients and suppliers) and inner context (e.g., 

choices of funding, characteristics of innovation, and relationships with employees) of NTBFs 

are very relevant to this study of their territorial embeddedness. Furthermore, in Chapter 5 

(within-group analysis), I have included two specific sections (5.3.4 and 5.4.4) to purposefully 

expose what I believe are the most significant contextual aspects influencing how 

bootstrapping and EEF NTBFs become more or less territorially embedded in their founding 

location. I have titled these two sections, “Other indicators of context over time and place”.  

3.1.3 Research paradigm  

Drawing on Burrell and Morgan’s (1979) four research paradigms, i.e., radical humanist, 

radical structuralist, interpretivist and functionalist, Gioia and Pitre (1990) encourage 

researchers to focus on “paradigm-based theory building” (p.587). More specifically, Gioia and 

Pitre (1990) suggest that to be useful and appropriate, theory-building should not only fit the 

phenomena and the research questions being asked but, more importantly, should also take into 

consideration the researcher’s paradigmatic stance. In response to their call, in this section, I 

seek to explain why this study is firmly positioned within the interpretive paradigm.  

The interpretive paradigmatic stance I adopt in this study is valid for two main reasons. First, 

there is a precise match between the principles of the interpretive paradigm and key 

assumptions of process-based research methods. As Gioia and Pitre (1990) argue, research 

within the interpretive paradigm is concerned with describing, providing insights and 

explaining events in a way that reveals the “system of interpretations and meaning, and the 

structuring and organising processes” (p. 588). In other words, the interpretive paradigm 

implies that for a given phenomenon, what is important is the narrative of how processes 
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emerge – in the eyes of the researcher and the people involved in the phenomenon. This clearly 

resonates with the notion that process research data “consists largely of stories about what 

happened and who did what when – that is, events activities and choices ordered over time” 

(Langley, 1999, p. 692). In this research, I value both the views and interpretations of the people 

involved in the phenomenon (the NTBF founders I interviewed) and my views and 

interpretations as the researcher, as they emerge throughout the within-group analysis (Chapter 

5) and the cross-group analysis and discussion (Chapter 6).   

The second reason I consider this research to be firmly positioned in the interpretive paradigm 

is that I have embraced inductive reasoning. According to Gioia and Pitre (1990), theory-

building in the interpretive paradigm “tends to be more inductive in nature” (p. 588). As it will 

be further explained in Section 3.2.6, this study draws on a process research tradition that 

implies a combination of deductive and inductive processes. As such, in using inductive theory 

building, I bring forth an essential element of the interpretive paradigm to this study by 

allowing the process data to generate possible interpretations and theoretical explanations that 

were not a priori thought to be applicable.  

More specifically, the argument above can be explained in the following way. When I collected 

data through interviewing the founders of the NTBFs, I did so without a preconception of an 

ideal theory that could explain the emergence of the territorial embeddedness of the NTBF in 

their founding location. Furthermore, I used semi-structured open-ended questions to allow the 

interviewees to freely express themselves and elicit their views, emotions, and interpretations 

on specific themes important to this study (e.g., key events early-stage finance, use of social 

capital, and location decisions). Subsequently, as presented in chapters five (within-group 

analysis) and six (cross-group analysis and discussion), I then deliberately brought the views 

of the informants – their systems of interpretation and their realities – together with my views, 

systems of interpretation and realities as the researcher. Thus, in the true interpretive spirit, a 

posteriori, I then considered theoretical possibilities and explanations for the emergence of the 

NTBF territorial embeddedness.   

3.2. Case studies 

3.2.1 Justifying the use of case studies   

In section 1.5.4, I argued that the use of multiple case studies aligns well with the use of process 

based research methods. In this section, I will demonstrate that the use of case studies in this 
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research matches the pre-conditions and suitability criteria prescribed by case study theorists. 

I argue this study meets the following main conditions advocated by Yin (2009) as necessary 

for a case study research project.  

First, Yin (2009) argues that case studies are suitable when “the research addresses a 

contemporary set of events” (p. 13). Indeed, as explained in Section 1.1, NTBF territorial 

embeddedness in the founding location is a contemporary issue, and further is particularly 

concerning in small open economies like New Zealand. Second, Yin argues that case studies 

are appropriate when “the investigator has little or no control” (p. 13) over the events 

happening. Considering that the overarching research question addresses the territorial 

embeddedness of bootstrapping and EEF NTBFs, it is clear it would be impossible for the 

researcher to control such phenomena. In addition, as previously explained, and again beyond 

the control of the researcher, several contextual factors and processes that are difficult to predict 

(e.g., innovation and entrepreneurial processes) can lead a local NTBFs to become more or less 

embedded at any point in its lifecycle. Third, and perhaps even more important with regard to 

the adoption of case studies in this research, a research project should seek to answer “how” or 

“why” types of questions (Edmondson & Mcmanus, 2007; Eisenhardt, 1989; Morgan & 

Smircich, 1980; Yin, 2009). Clearly, the research questions presented in section 1.3 match this 

criterion. Fourth, Yin (2009), suggests that research questions in case studies should address 

“operational links needing to be traced over time, rather than mere frequencies or incidence” 

(p. 13). I argue that these operational links are made explicit in the temporal focus of the 

research questions.  

3.2.2 Sampling strategy and criteria for selection  

In this study, I have used the purposeful case study sampling strategy (Patton, 2005; 

Sandelowski, 1995). Within this strategy, I have adopted the maximum variation technique. 

According to Sandelowski (1995), “researchers wanting maximum variation in their sample 

must decide what kind(s) of variation they want to maximise and when to maximise each kind” 

(p. 181). Maximum variation samples can be selected based on demographic, phenomenal, or 

theoretical aspects (Patton, 2014; Sandelowski, 1995). I have adopted the phenomenal 

approach in identifying the two most common forms of early-stage financing in NTBFs 

(bootstrapping and external equity finance) as the key phenomenal factors and discerning 

variables between the two groups of case studies. In addition to this overarching phenomenal 
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aspect, within each group of case studies, I also achieved variation on significant aspects across 

the individual cases. 

Sandelowski (1995) argues that phenomenal variation is usually a decision made “a priori in 

order to have representative coverage of variables likely to be important in understanding how 

diverse factors configure a whole” (p.182). I adopted this rationale in my sampling strategy by 

establishing coverage of the variables before starting to contact potential case study NTBFs. 

For example, before contacting potential EEF NTBFs, I had decided I would try to recruit 

NTBFs with a range of external investors, such as independent angel investors, syndicated 

angel investors, independent venture capital, corporate venture capital, and public equity 

markets. Through this sampling strategy, I wanted to unveil possible variations in how different 

types of external equity financiers interact with and influence founders of NTBFs (e.g., in terms 

of lending their own social capital to founders or influencing founders’ location decisions). In 

addition, this sampling strategy allowed me to gauge the interplay between founders’ needs for 

resources as co-evolved with the availability of money from local (or overseas based) early-

stage finance providers.   

In addition to seeking variation in EEF case studies as described above, I also took extra care 

to avoid, including case studies that would not clearly fit into one of the two groups. This was 

necessary because of the dynamic nature of the growth trajectories and resource needs (and 

subsequent need for capital) typical of NTBFs. Indeed, as I was searching for participants, I 

encountered some case studies that seemed to be transitioning between bootstrapping and EEF, 

and vice versa. Bootstrapping founders can change their minds and try to raise capital. 

Likewise, it is possible that EEF founders can also change their minds and decide to try to exit 

their arrangements with external investors.  

I solved this issue by establishing simple additional main criteria for inclusion. Accordingly, 

bootstrapping NTBFs fit the criteria for this group if the founders were intentionally 

bootstrapping the NTBF up to the time of the interview. Thus, I did not include any 

bootstrapping NTBFs in the sample that were actively seeking equity finance at the time of the 

interview. For the EEF NTBF group, founders had to have been through at least one round of 

equity finance by the time of the interview. By applying these conditions, I ended up with two 

very distinct groups of NTBFs, with individual NTBFs that clearly represented the 

characteristics of their group. In addition to the main criteria above, NTBFs also had to fit the 

following criteria: 
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• The NTBF should be founded in New Zealand by an entrepreneur (or a team of 

entrepreneurs). The NTBF should fit the broad definition of NTBFs adopted (explained 

in section 1.2.3). For example, the NTBF had to be operating in high-technology 

sectors, as identified through high R&D/revenue ratios and by employing 

proportionally more highly skilled personnel such as engineers and scientists (Butchart, 

1987). 

• Because the entrepreneur-founder is the main unit of analysis in the study, therefore, at 

least one entrepreneur founder should be actively managing the firm. He or she would 

be the main interviewee. Whenever possible, I would invite the participation of another 

co-founder. 

• In the sample, I aimed to have NTBFs that had reached the early growth stages and 

would be expanding internationally. Accordingly, I would expect the NTBF to have 

been through some location decisions. I was interested in any location decisions that 

could in any shape or form affect (positively or negatively) the territorial embeddedness 

of the NTBF in their founding location. For example, in the interviews, I prompted 

interviewees about market entry decisions in foreign countries, such as establishing a 

sales office overseas or finding distributors; or the transferring to an overseas location 

of any business function, such as headquarters, production, R&D, distribution (be it 

through captive offshoring, outsource offshoring, or joint venture).  

 

3.3. Data collection and analysis  

3.3.1 Data collection: retrospective reports and archival data 

Process research theorists argue that, when possible, process research projects should involve 

longitudinal data collection because of the detailed events and time-rich data that such methods 

can yield. In fact, process researchers often use longitudinal methods (e.g., Dansereau, 

Yammarino, & Kohles, 1999; Pettigrew, 1985b, 1990; Van de Ven & Huber, 1990) because 

such methods allow researchers to capture long term changes by exploring the “contexts, 

content, and process of change together with their interconnections through time” (Pettigrew, 

1990, p. 269). They believe longitudinal studies can catch “reality in flight” as they come closer 

– in time and physical distance – to precisely where changes occur and, most importantly, when 

they occur (Pettigrew, 1990, p. 269). However, it is well known that this type of research 

requires a considerable commitment in time and resources. Indeed, the proliferation of 
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longitudinal methods has been somewhat hindered because of these demands (Van de Ven & 

Poole, 1990).  

Therefore, considering the specific setting of a PhD study – with limitations in terms of time 

and resources - collecting data for long periods – often several years – was not a viable option. 

As such, within each case study, I chose to collect data through a combination of retrospective 

reports and archival data. This combination has been successfully applied in previous process 

studies (e.g., Bryant & Wolfram Cox, 2004; Langley & Truax, 1994; Oreg, 2006; Pellegrino 

& McNaughton, 2017) and is recommended by several process research scholars (e.g., 

Buchanan & Dawson, 2007; Pettigrew, 1985a; Steyaert, 2007; Van de Ven, 1992). In addition, 

this strategy aligns perfectly with Yin (2009), who argues that case studies allow researchers 

to draw on a “full variety of evidence – documents, artifacts interview and observations” (p.11) 

in order to increase the richness and reliability of the data.  However, it is important to note 

that some critics question the use of retrospective reports in terms of the reliability and validity 

of the data collected.  

In the next section, I delve into the rationale for such criticisms and describe what I did to 

overcome these issues.  As Miller, Cardinal, and Glick (1997) suggest, when these issues are 

addressed, such retrospective reports can be considered to be effective “tools for learning about 

the past” (p. 189).   

3.3.2 Reliability and validity  

Critics of the use of retrospective reports express two significant concerns about the data 

collected from retrospective reports (Golden, 1992, 1997; Huber & Power, 1985). First, they 

argue that informants are commonly unable to give a precise account of past events. As such, 

imprecise recall of the past can occur, for example, due to “inappropriate rationalisations, 

oversimplifications, faulty post hoc attributions, and simple lapses of memory.” (Miller et al., 

1997, p. 189). The second primary concern is the possibility that an interviewee’s recall of the 

past may be intentionally distorted, thus compromising its precision. For example, interviewees 

can deliberately change their answers in an attempt to depict a rosier reality, a more socially 

acceptable truth, or better performance.  

However, the advocates of retrospective reports maintain that such concerns can be minimised 

to the extent that reliability and validity of data collected in this way are achieved (Glick, 

Huber, Miller, Doty, & Sutcliffe, 1990; Huber & Power, 1985; Miller et al., 1997). They argue 
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that, as with any other data, retrospective reports “should only be used when reasonable efforts 

to demonstrate reliability and validity can be reported” (Miller et al., 1997, p. 200). In line with 

such requirements, this study has adopted several methods recommended by Miller et al. (1997, 

pp. 200–201), as outlined below: 

• Using questions involving simple facts or tangible events: According to Langley (1999, 

p. 692), when collecting process data, the researcher should aim “to document as 

completely as possible the sequence of events pertinent to the process studied”. In 

retrospective reports, however, questions about abstract ideas or complicated concepts 

can often generate ambiguous or untruthful responses. With this in mind, during the 

interviews, I simplified concepts and focused on tangible events. For example, I did not 

use the term NTBF territorial embeddedness with interviewees. Instead, I used more 

readily understandable concepts such as “commitment to the founding location” or even 

their “intention to stay in New Zealand”. In addition, before the interviews with the 

NTBF founders, I carried out thorough background research to identify key 

development and ownership events that would be relevant to ask about during the 

interview. By asking questions about tangible events – and their sequence – I was able 

to align the research with Langley’s (1999, p. 693) recommendation that when 

theorising from process data, it is “important to understand the effect of events on the 

state of an entity”. More specifically, in light of differences between the NTBFs in 

terms of early-stage finance, this research was able to identify how founders used social 

capital (e.g., who helped them, what sort of relationships they had), and how founders 

made location decisions (i.e., where they were using their social capital). Establishing 

such simple facts was essential to understanding the processes that could trigger the 

NTBF to become more or less territorially embedded in the founding location.  

• Using questions involving the recent past: Trying to recollect events from the distant 

past can generate inaccurate recall because people may genuinely forget what they have 

done or experienced. Thus, my questions focused on recent events triggering NTBFs to 

become more or less embedded in an effort to generate recall that was more accurate. 

In addition, as mentioned above, prior to the interviews, I conducted extensive research 

on significant events throughout the life of the NTBF. This archival data provided 

complementary information and helped to validate informants’ recall of the past. 

• Using free reports and semi-structured interviews: When interviews require forced 

reports, an informant is “encouraged to answer the question, and no option to skip the 
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question is explicitly given” (Miller et al., 1997, p. 200). Alternatively, when answering 

interviews seeking free reports, the informant is encouraged to make clear that he or 

she “does not remember”. In this way, free reports allow respondents to give a more 

genuine account of what they remember. Furthermore, such freedom is a condition 

implied in the semi-structured interview style I used. Semi-structured interviews 

“emphasise the need to approach the world from the interviewee’s perspective” (Sandy 

Q. Qu & John Dumay, 2011, p. 247). As such, combined the use of free reports and 

semi-structured interviews ensured that the interviewees' voices were genuinely heard 

and captured in this research project.  

• Using multiple informants: Often, the use of a single informant can compromise 

validity and accuracy, simply because no other sources of information can be used to 

crosscheck the informant’s recall of the past. In each of the 12 case studies, I tried to 

conduct interviews with more than one founder entrepreneur. In this way, I had two 

opportunities to capture the founders’ account of their use of social capital and making 

location decisions, both issues affecting the NTBF territorial embeddedness. It is 

important to note that in some of the cases, it was not possible to find a second founder 

who would agree to be interviewed.  

Applying the above-described tools and methods in this study ultimately reduced the risks 

involved in the adoption of retrospective reports by addressing the reliability and validity 

concerns that some scholars have raised about the use of such reports.  

3.3.3 Issues of context and levels of analysis in process research 

Multiple case designs can be either holistic – when each case incorporates a single unit of 

analysis or embedded – when each case incorporates multiple units of analysis (Yin, 2009). 

This research adopted a multiple holistic case design because, as previously explained in 

Section 1.5, each case contained a single unit of analysis (the founder of the NTBFs). As 

specified in the sub-research questions, the first level of analysis occurred within the two 

groups of NTBFs. Thereafter, the focus of the overarching research question made the cross-

group analysis comparing the two groups of NTBFs the most important (and highest) level of 

analysis in this study. Because the group was the most important level of analysis, I can argue 

that this study offers what Gupta et al. (2007) call an emergent bottom-up approach with regard 

to the level analysis. In other words, by delving into the founders’ (individual level) use of 
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social capital and their location decisions, I aimed to establish the respective territorial 

embeddedness of the two groups of NTBFs. 

It is, however, important to note scholars’ warnings that in the analysis of process data, it can 

be challenging to specify how context impacts on a certain, predetermined level of analysis 

(e.g., Langley et al., 2013a; Langley & Tsoukas, 2010; Pettigrew, 1997). They argue this is 

because context almost invariably has multilevel and time implications for the analysis. For 

Pettigrew (1990), process research “draws on phenomena at vertical and horizontal levels of 

analysis” (1990, p. 269). In other words, a single contextual issue can be highly influential at 

multiple levels of analysis. He explains further that the vertical interconnections and 

dependencies between an upper or lower level can affect a phenomena “at some further level”. 

Horizontal levels, on the other hand, are concerned with the role of time and “sequential 

interconnectedness among phenomena in historical, present and future time” (Pettigrew, 1990, 

p. 269). As such causation between levels of analysis is “neither linear nor singular” and instead 

can be “explained more by loops than lines” (Pettigrew, 1990, p. 270).  

In this study, I was confronted by the non-linear, and multiple causations between context and 

levels of analysis, especially when I was carrying out the within case analysis and preparing 

the discussion (Chapters 5 and 6 respectively). I realised then that contextual issues could be 

strongly influencing the phenomenon at different levels. I, therefore, had to find a way of 

reconciling the clearly emergent bottom-up approach by which I intended to investigate the 

causalities I had identified (i.e., early-stage finance influences on founders’ use of social capital 

and their location decisions) with a complex web of contexts that could be influencing these 

causalities at different levels.  

The solution was to isolate the most important contextual issues that were occurring at and 

their influence on different levels of analysis. After isolating these contextual issues, I was then 

able to compare and contrast these issues in specific sections for bootstrapping NTBFs and 

EEF NTBFs, respectively. These important contextual issues are thus packed together in one 

section (5.3.4) for bootstrapping NTBFs and one for EEF NTBFs (5.4.4). I have titled these 

sections, “Other indicators of context over time and place”.  

3.3.4 Data structure and theorising: combining induction and deduction 

In section 1.5.5, I detailed how I have used strategies for theorising from process data proposed 

by Langely in her 2009 study. More specifically in that section, I explained the purpose, 
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characteristics, and where to find the examples and applications of the following strategies: 

alternate template, the concomitant use of visual mapping and temporal bracketing and finally, 

the within group narrative of the generic stories of the entrepreneurs. However, I did not explain 

the full data structure of this research, including the role of the literature review and the data 

collection process (explained subsequently in sections 3.3.1 and 3.3.2). In addition, I did not 

explain the role of deductive and inductive reasoning across all phases of this research. Thus, 

in this section, I will augment the information already presented in section 1.5.5. The intent 

here is to enhance the transparency of the data structure and demonstrate the interplay between 

induction and deduction across all phases of this study.  

Such induction-deduction interplay is almost inevitable in research using process-based 

methods. Indeed, many process research theorists have argued that it is difficult, if not 

impossible, to conduct process research using either strictly inductive or strictly deductive 

approaches to theory building (e.g., Langley, 1999; Orton, 1997; Pettigrew, 1997; Van de Ven 

& Poole, 2005). Furthermore, Langley (1999) argues that the “closing of the gap between data 

and theory can begin at either or iterate both ends (data or theory)” (p. 695). I have embraced 

both arguments in this study. As such, in this section I will explain how the interplay between 

induction and deduction occurs in this research and how I have begun to close the gap between 

data and the theory from the theory end, as covered in the literature review (Chapter 2).  

Indeed, the literature review presented in Chapter 2 reveals concepts, theories and the a priori 

theoretical premises. Together, these provide the rationale for my argument that early stage 

finance may be a significant context affecting the emergence of the territorial embeddedness 

of NTBFs in their founding location. In addition, there is also theoretical support for the 

argument that early stage finance (bootstrapping vs external equity) can affect how 

entrepreneurs use social capital (primary causal mechanism) and make location decisions 

(secondary causal mechanism). As such, the literature provides a set of boundaries that shaped 

all the remaining (primarily) inductive stages of the research (i.e., data collection, within group 

data analysis).  

These theoretical premises and boundaries underpin the research questions, and in turn 

naturally permeated the data collection phase through the interview protocols (see Appendix 

1). All remaining data-centred and (primarily) inductive stages of the theorising process then 

also followed the same boundaries. For example, the alternate templates (described in section 

1.5.5 and demonstrated in Appendix 2 and 3) are designed to portray how the founders of 
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NTBFs have used social capital and made location decisions. The same influence from 

theoretical boundaries is at play in the design of the visual mappings and structure of the 

founders’ (within-group) narratives.  

It is only in the cross-group analysis and discussion presented in Chapter 6 that I shift back to 

a more deductive approach as I compare the two generic stories in light of the literature and 

theoretical premises. In other words, in Chapter 6, I apply theory to try and explain the 

processes and causalities I found in my investigation of the emergence of the territorial 

embeddedness of NTBFs in their founding location. In Figure 5 below I explain how this 

iteration between induction and deduction (or theory and data) unfolds across the entire data 

structure of this thesis. 

It is, however, essential to note that as I was creating the generic stories from the participants’ 

own stories, I remained open to pondering if the theoretical premises and boundaries 

established in the literature review were valid and applicable to the data. In this way I was able 

to capture the underlying themes in the emergence of the NTBF territorial embeddedness and, 

at the same time, preserve the uniqueness and originality of informants’ representations. More 

importantly, I remained open to possible theoretical alternative explanations, causalities, and 

contextual influences that could have arisen, but were not initially inferred in the literature 

review. With that in mind, I argue I have embraced Van de Ven and Poole’s (1990) contention 

that process research theory building “is not based on platonic criteria of an ideal theory, which 

may never be found. Instead, it is based on the relative explanatory power of alternative theories 

that are available or can be developed to explain the phenomena” (p. 181). 



 

 

 

Figure 5. Data structure and theorising: combining induction and deduction
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Chapter 4. Overview of Individual Case Studies  

4.1. Introduction and purpose of the chapter 

The objective of this chapter is to provide a brief overview of the characteristics of each NTBF 

and its founders. Here my intention to put a face to the voices of the founders of the NTBFs 

that constitute this study. I do that by providing an overview of a) the background of the 

NTBFs, i.e., what they each offer in terms of products, services and the industries in which 

they operate; and, b) details about the interviews and interviewee profiles. It is, therefore, 

important to note that this chapter is primarily descriptive, and its purpose is to be informative. 

As previously explained in Section 1.5, the data analysis was carried out first within each of 

the two groups of NTBFs, and then across the groups. These analyses will be reported in 

chapters 5 and 6, respectively.  

It is important to note that due to the commercial and financial sensitivity surrounding the 

themes relevant to the study, some participants required high levels of anonymity and 

confidentiality. As such, some of the overviews that I present in this chapter are richer and 

more detailed than others in which I had to disguise significantly and purposefully omit any 

details that could make the NTBF identifiable. In this chapter, all names have been disguised 

to ensure the anonymity of the firms and participants.   

4.2.  Tech1 - bootstrapping NTBF 

4.2.1  NTBF background  

Tech1 is an NTBF co-founded in 2002 by Bob and his childhood friend John. Tech1 evolved 

from initial beginnings as a services firm providing engineering consultancy for utility 

companies based in New Zealand, to a multinational product firm selling smart metering 

solutions. Their smart metering solutions combine internally developed technologies for 

software and hardware. Tech1’s competitive advantage is based on both the quality and 

simplicity of deployment for their smart meter hardware, as well as their ability to maintain a 

constant revenue stream through the subscription fees they charge for their software. Their 

innovations and offerings have evolved as follows:  
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1. Consulting engineering services for large, New Zealand based utility companies. This 

consulting stage covered the period from initial set up of the firm in 2002 to some years 

later in approximately 2007, when the co-founders decided not to do consulting 

anymore, and Tech1 effectively became a product firm.  

2. Their first smart metering solutions targeted electricity retailers and electricity utility 

companies. Tech1’s first product was sold with aggregated services only – charged 

through a subscription fee that gave individual electricity customers and providers 

access to a website where their user data consumption and statistics were displayed. 

This product was developed based on the knowledge they had gained consulting for 

electricity providers. It was the entrepreneurs’ first attempt to “heavily productise” and 

gain scale.  

3. Their second smart metering solutions targeted large consumers of water and water 

utilities. Their second product was likewise sold only as aggregated services (access for 

each individual customer to a website where their data consumption and statistics were 

displayed). Their development of smart metering solutions focusing on the water was a 

key event and turning point in their offerings, as this became the main source of their 

growth in the years ahead.    

4. Their third smart metering solution targets the monitoring of temperature for vaccine 

fridges. For the first time Tech1 introduced hardware as a service business model (i.e., 

there is no up-front payment for receiving the monitoring device; customers only pay a 

monthly fee.). However, due to the nature of the market, Tech1 decided to collaborate 

with one of their previous distributors to commercialise it.  

5. Their fourth smart metering solution targets the monitoring of soil moisture. This is 

their second hardware as a service business, but in contrast to the vaccine monitoring, 

Tech1 is commercialising directly with farmers (with the support of agronomists and 

farm suppliers acting as resellers/retailers and retaining a commission from the monthly 

fees).   

4.2.2 Case selection and interviews 

Tech1 matched the criteria for selection for the bootstrapping NTBF group of case studies 

primarily because up to the time of the interview; the firm had not received equity finance from 

outside investors. In addition, Tech1 had become one of New Zealand’s most prominent 

NTBFs. This meant secondary research on Tech1 was rich in terms of detail, especially because 

the firm had a high profile in the local business media (due to their fast growth and for winning 
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some innovation and technology awards). The publicly available information was important as 

it meant I was familiar with some key events in their history prior to the interview.  

Interviewee profile  

Bob 

For this case study, only Bob agreed to be interviewed. The interview was conducted in Tech1’s 

head office in New Zealand and lasted for approximately 1 hour and 45 minutes, which resulted 

in more than 14000 words of transcript.  

Both co-founders came from entrepreneurial families. The decision to start up a business came 

after the completion of their university degrees. For Bob, this seemed a natural choice. After 

completing his university studies, Bob worked for a while. However, according to him, it 

“wasn’t really his thing”, as he came out of university with a strong desire to have his own 

business. When the co-founders decided to join forces and set up a business, their distinct skill 

sets, acquired during their undergraduate degrees played a very important role. Between them, 

they had the technical expertise to understand and guide the innovation processes for what 

would in the next few years become the Tech1’s core business advantages, i.e., their ability to 

integrate their hardware (John’s skillset) with software (Bob’s skillset). The Tech1 

entrepreneur’s profile is described in more detail below.  

According to Bob, up to the time of the interview, he and John had been co-CEOs of Tech1. 

However, they always held very distinct responsibilities. Bob’s qualifications were a Bachelor 

of Science and Bachelor of Commerce in computer science and medical information systems, 

and therefore he has always overseen the development of their software. In addition, he also 

managed finance and sales. More recently, they have been able to hire a new CFO, which will 

allow Bob to be more involved with product development and management of their 

development team. Bob was born and raised in New Zealand in the same city where Tech1 was 

founded and is still currently headquartered.  

4.3. Tech2 - bootstrapping NTBF 

4.3.1 NTBF background  

Tech2 is a software development firm founded by Dominic and Albert in 2008 in one of New 

Zealand’s largest cities. Tech2’s offerings span software services and software products. The 

company has three distinct offerings, namely: 
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1. Software services: implementation, customisation and maintenance of one of the largest 

cloud-based Customer Relationship Management (CRM) software developed by a US-

based firm (hereafter this firm will be called “CRM provider”). 

2. Software services: developing enterprise-level application programming interfaces 

(APIs), managing identity and delivering a variety of web or mobile-enabled bespoke 

applications with a particular focus on Ruby on Rails programming language, combined 

with a platform (used for development) called Heroku. 

3. Software products: Tech2 has also invested in their own software products – developed 

with the intention of selling directly to paying customers. Up to the time of the 

interview, the NTBF had developed or co-developed four distinct software products, 

namely: 

• An add-on for CRM users. Tech2 had approximately 100 users worldwide but decided 

to divest from this product as it was not bringing in significant revenues. The 

application was subsequently sold to its major competitor in the US. 

• Software designed for the management of franchising operations from the perspective 

of the franchisors. This was a 50/50 joint venture with another local start-up that 

develops software applications for the retail sector. Tech2 decided to become the sole 

controller of the project but afterwards decided to close the project down. 

• A cloud-based accounting software, which was developed by Tech2. They received 

equity in the firm as a form of payment. 

• More importantly, Tech2 is the sole developer of software that is targeting CRM 

developers. At the time of the interview, the project had been under development for 

more than 12 months – entirely funded by Tech2’s cash flow. 

4.3.2 Case selection and interviews 

Tech2 matched the criteria for selection to the non-equity financed group of case studies, 

primarily because up to the time of the interview, the firm had not received equity finance from 

outside investors. In addition, my secondary research on Tech2 allowed me to grasp many 

important facets of the management of the firm. In fact, the NTBF had acquired a reputation in 

the New Zealand tech scene and in the local business media as they had twice been recognised 

as one of the fastest-growing tech firms, not only locally, but also nationally. However, more 

importantly, with regard to the objectives of this study, Tech2 was marked out when the 

entrepreneurs made explicit their intention to be a fully bootstrapped NTBF. This was unique 
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among the sample and came to light during a newspaper interview when the co-founders 

communicated their pride in having bootstrapped the business while sustaining impressive 

growth rates. 

Dominic and Albert - the two co-founders - were both interviewed for this case study. The 

interview with Dominic was conducted in a café in the office building of one of their main 

clients (one of the largest companies in New Zealand). It lasted for one hour and ten minutes 

and generated a transcript with more than 7500 words. The interview with Albert was 

conducted remotely, via Skype. It lasted for one hour and resulted in a transcript with 6500 

words 

Interviewee profile  

Dominic 

According to Dominic, he has “more of a business background”, and due to his capability for 

handling and delivering Tech2 technologies, his focus was the design and implementation of 

the cloud CRM technology that is principally sold directly to customers through their offices 

around the world. During Tech2’s second stage of development, he handled the implementation 

and coding required by initial customers, and also was responsible for the general management 

of the firm. Now, in the third stage of development, Dominic’s role had changed and evolved 

to incorporate oversight of the projects and architecture. Dominic was born and raised in the 

city where Tech2 was founded. In his view, the Tech2’s founding location is home.  

Albert 

In the second stage of the development of Tech2, Albert applied his original skill set, which is 

more oriented towards software engineering, with particular expertise in a software language 

called Ruby on Rails associated with a development tool called Horuku. According to him, he 

has a very technical background and so became the Chief Technical Officer for Tech2. As the 

company evolved, Albert became responsible for running complex projects for clients. As his 

role became more sophisticated, his daily activities gravitated around being “part business 

analyst, part project manager, part executive consultant, and part developer”. Albert was born 

in India, but his family migrated to Australia, where he grew up and completed his studies.  
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4.4. Tech3 - bootstrapping NTBF 

4.4.1 NTBF background  

Tech3 was founded in 2007 by co-founders Patrick and Brent, with equity in the company split 

equally between them. Tech3 can be considered a provider of both software services and 

software products.  At the time of the interview, Tech3 was engaged in developing software 

for clients and their own software products. Their offerings can be classified as follows: 

1. Software services: In their early days, their focus was on IT architecture, IT design, 

and IT system selection.  

2. Management consulting focused on software and IT, i.e., advising their clients’ 

senior management team about how the technology can be of greater use. 

3. Professional services (or managed resources). According to Patrick, Tech3 provides 

resource augmentation throughout the IT value chain. On a contract basis, they 

provide staff to support clients’ initiatives (e.g., by supplying a project manager, 

architects and designers, analysts, software development engineers and quality 

assurance engineers on a contract basis). 

4. Software engineering services. According to Patrick, this was providing 

approximately fifty per cent of their revenue was at the time of the interview. They 

offer these services to large corporate clients. More specifically, Tech3 produces 

anything from complex transactional websites to apps, as well as complex back-end 

integration types of services. 

5. Software products. Tech3’s main product is software that targets the financial 

sector. According to Patrick, the software fits into the services category of their 

platform. Clients pay a monthly subscription fee. Other software products in the 

initial stages were not mentioned in the interview.  

4.4.2 Case selection and interviews 

Tech3 has achieved a reputation in the tech scene in New Zealand. In their early stages, they 

achieved impressive growth rates. Further, Tech3 is identifiable as a bootstrapping NTBF. Only 

one of the co-founders (Patrick) was interviewed in person for the case study – at their 

headquarters in one of New Zealand largest cities. The interview lasted for one hour and 

resulted in a transcript of 9000 words.   

Interviewee profile  
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Patrick  

Patrick is an immigrant from South Africa. He originally graduated with a Bachelor of Science, 

with majors in chemistry and computer science. Subsequently, in 2000, Patrick graduated with 

a postgraduate diploma in business from the University of Auckland Business School. Prior to 

setting up the NTBF with his business partner, he had accumulated more than 15 years of 

experience in the IT sector, both in New Zealand and in South Africa. He was currently the 

CEO of Tech3. According to him, he has more of a general management and project 

management background. 

4.5. Tech4 - bootstrapping NTBF  

4.5.1 NTBF background  

Tech4 was originally launched as a consulting business, and soon after transformed into a 

software product company. The company was co-founded by five PhD students who 

established strong relationships when they were doing their doctoral studies. Dr Louis and Dr. 

Robert – two of co-founders – were interviewed.  Initially, each co-founder put approximately 

NZD $3000 to set up the software business in 2010. They agreed that each co-founder should 

have 20% equity in the firm. Tech4 created, developed and commercialised Software as a 

Service (SAAS), in particular targeting environmental and health and safety compliance. Their 

software and how it is marketed has changed over the years. This evolution can be described 

in the following way:  

1. Initially, Tech4 was a consulting firm. In this phase, the firm did not have a formal 

office, and the co-founders were building their preliminary system for 

environmental management, specifically for a consulting client. At that stage, their 

product did not have a proper software interface. 

2. Subsequently, Tech4 officially spun-out from the consulting business. During this 

phase, the co-founders aimed to transform the NTBF based on a software product. 

In this phase, they started commercialising a rudimentary solution for firms to 

conduct/manage environmental management. 

3. In the following development phase, Tech4 repackaged the product to be sold as a 

sustainability management system. However, due to the wide variation in the 

meaning of sustainability and also the lack of a potential point of contact with 

clients, they decided to move away from labelling the software in this way.  
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4. Finally, at the time of the interview, they were selling their software as a (modular) 

Risk Management Solution, to help firms to manage their risks in health and safety, 

and environment, quality, and food safety.  

4.5.2 Case selection and interviews 

Tech4 primarily matched the criteria for selection to the non-equity financed group of case 

studies because up to the time of the interview, the firm had not received equity finance from 

outside investors. The data from my secondary research on Tech4 was not as rich as for the 

other three bootstrapping cases. At the time of the interview, it was possible to see that Tech4 

had the potential to gain large New Zealand companies as clients. In order to gain a higher 

profile in the local market, the entrepreneurs were working on developing their marketing 

through some PR and social media activities.  

Louis and Robert – two of the five co-founders – were interviewed for the Tech4 case study. 

The interview with Louis was conducted in a café in the vicinity of their head office. It lasted 

one hour and resulted in a transcript with 6500 words. The interview with Robert was 

conducted at their head office, lasted fifty minutes and generated a transcript with 5000 words.  

Interviewee profiles  

Louis  

Dr. Louis has a degree in technology from a major Auckland based university. Subsequently, 

Louis completed a master’s degree in engineering management, which then developed into a 

PhD. In 2012, he received his doctor of philosophy in engineering.  At the time of the interview, 

he was the director of business development at Tech4.  

Robert  

At the time of the interview, as well as being one of the directors of Tech4, Dr Robert was an 

honorary senior lecturer at one of the most reputable universities in New Zealand. He had been 

working there for several years and developed an extensive list of publications, and supervised 

many students doing postgraduate masters and doctoral research.   
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4.6. Tech5 - EEF NTBF 

4.6.1 NTBF background  

Tech5 was founded in 2008 by co-founders Mark and Gerard, who did not know each other 

prior to their preliminary talks to see if they could work well together as co-founders. The 

NTBF was established with the aim of commercialising an engineering technology developed 

during more than two decades of research at a leading University in New Zealand. The 

company has grown considerably since its foundation to become a global leader in its field. 

Tech5 has received some significant equity capital investments from its early stages, and at the 

time of the interview had grown from its humble beginnings as a 3-person operation to have 

roughly 60 employees based at its headquarters, with ten more divided between two other 

offices overseas. Up to the time of the interview, Tech5 had attracted more than NZD 20 million 

in venture capital investments. The NTBF’s technologies are heavily protected by numerous 

patents. The company’s offerings have changed throughout the years but have primarily 

focused on two distinct areas (or segments) of technology application. 

1. In their first phase of commercialisation, Tech5 had a few contracts in which clients 

would become acquainted with their technology. They would have some specific 

requirements, and Tech4 would work within their patented technologies to fulfil 

these requirements. This was a significant phase of development for the technology 

because it allowed Tech5 to prove that the IP they had secured had practical uses in 

several businesses.  

2. In the second phase of commercialisation, Tech5 divided their technology portfolio 

into two distinct market segments: industrial applications and consumer products. 

3. In the third phase of commercialisation market, Tech5 was building products to 

reach high scalability.  

4.6.2 Case selection and interviews 

Tech5 was the first equity financed firm selected for interview. The firm fits the profile for 

equity-financed NTBFs as it has achieved a series of equity finance rounds (up to series D at 

the time of the interview). Mark and Gerard founded Tech5 in 2007. At the time of the 

interviews, Gerard was not actively involved in the management of Tech5 and so was not 

interviewed. Soon after the co-founders established the firm, they were joined by Kennedy who 

had helped Mark in their very first attempt to win some seed capital in a local competition. 
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Therefore, although Kennedy was not a co-founder on paper, became one as soon as he joined 

the firm approximately one year after their official foundation. Both Mark and Kennedy were 

interviewed in Tech5’s head office in New Zealand. Mark’s interview lasted for 50 minutes 

and generated almost 6000 words of transcript, whereas the interview with Kennedy took fifty-

five minutes and generated 7600 words of transcript. 

Interviewee profile  

Mark 

Mark was founding CEO from 2007 to 2013 when he was made Chief Technical Officer for 

two years. In 2015, he was appointed CEO again. Mark was an engineering graduate. His final 

year project was supervised by a professor researching what became Tech5’s primary 

technology.  

Kennedy 

Kennedy also graduated in engineering. Kennedy’s roles have followed the growth of Tech5 

from its beginnings. He has taken several different management roles, but always leading a 

team of engineers. After some internal restructuring, Kennedy assumed the role of director of 

engineering development, with approximately 33 people reporting to him directly or indirectly. 

More recently, there had been another restructuring, and he became programme director, with 

14 people reporting to him.  

4.7. Tech6 - EEF NTBF 

4.7.1 NTBF background  

Tech6 is a two-sided online market place founded in 2008 by Bruce and his co-founder, 

Andreas. On one side of this market place tourism operators, which need to deal with the issue 

of people who hire their cars returning the rentals to branches other than the one where they 

originally picked up the car. This creates a logistical problem, as the car company has to return 

the rental vehicle to its original branch. On the other side of the market place are people (often 

tourists) who may be interested in driving the car back to its original branch. On the car rental 

side of the market place, companies can take advantage of paying less than the cost involved 

in having freight companies transport their vehicles back to their originating branch. On the 

other side of the market place, the drivers of these rental vehicles enjoy several benefits, such 

as heavy discounted (usually free) vehicle rental prices, free petrol, etc. According to Bruce, 
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this is a win-win situation. Up to the time of the interview, Tech6’s only offering was their 

innovation of a two-sided market place for the car rental industry.  

As a two-sided marketplace, a few noteworthy observations can be made with regard to their 

innovations: 

1. Gradual and continuous process development of the platform. As a web-based 

platform, the nature of their main technology means Tech6 is continuously 

evolving, testing and measuring the performance of improvements made to the 

system. At the time of his interview, Bruce said they were launching the third 

generation of the platform, which was gradually becoming better in terms of being 

mobile-ready and capturing (and using) data in order to improve their services.  

2. Bruce mentioned there are too many small improvements to account for in the 

development of their platform, but some were quite significant and have 

considerably improved their conversion rates.  

4.7.2 Case selection and interviews 

Compared to other EEF NTBFs, Tech6 had an unusual evolution as the amount of equity 

capital raised in their first round of angel investment  (in 2008) was relatively low, and did not 

provide sufficient financial resources to allow the entrepreneurs to manage the initial 

development of the NTBF. There were no subsequent rounds of equity capital injection until 

2015. As such, between their first equity investment and the second round of investment, the 

NTBF essentially relied on revenues and retained profits to fund the development of their 

platform and growth. It is, therefore, possible to see that between these two rounds of 

investment, the founders used some bootstrapping techniques to help to keep the business 

operating. At the time of the interview, Andreas, one of the co-founders, had exited the firm. 

For this case study, I, therefore, only interviewed Bruce. The interview took place at Tech6 

headquarters in New Zealand. The one hour interview generated a transcript with just over 

9000. 

Interviewee profile  

Bruce 

Bruce is an experienced lecturer working for one of the most prestigious universities in New 

Zealand. He was awarded a PhD from the same university, and prior to establishing Tech6, he 
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taught at undergraduate and postgraduate levels at the same university. At the time of the 

interview, Bruce was 40 years old and CEO of Tech6, where he took specific responsibility for 

the firm’s finances and sales to some of their largest customers. 

4.8. Tech7 - EEF NTBF  

4.8.1 NTBF background  

Tech7 is a software platform founded in May 2012 by Paul, Theo and three other co-founders. 

Some of the co-founders had known each other since university while others had worked 

together at a large multinational consulting firm. Their platform aims to help police and 

communities solve and prevent crime in real-time. Their platform makes it easier for the crime 

reporting process to capture information about common crime (particularly high volume, low-

value incidents involving shoplifting, fraud and petrol dive-offs). The intent in capturing this 

information is to facilitate police identification of offenders and their behaviours. Their 

platform mainly addresses the issue of many of these crimes going unreported because of the 

costs involved in reporting. Accordingly, the platform helps business and community to tackle 

crimes that would otherwise not be solved – and thus be perpetuated. According to Paul, their 

platform brings community and the police alongside each other.  

Up to the time of the interview, Tech7 had been particularly successful in gaining market 

recognition among users of the platform in retail. For example, they had already gained several 

large paying customers, including the largest supermarket chain in the country, as well other 

large clothing and of homeware retail operations and one of the largest chains of petrol stations 

in the country. Another promising aspect of the Tech7 platform is online fraud, (as this type of 

crime is becoming more high volume, low value). At the time of the interview, they were 

considering how they could actually include the police in their revenue stream.  

Their offering is primarily the software platform, and they are not developing any hardware. 

However, their platform is able to capture data from various hardware sources, including 

cameras. According to Paul, the CEO of the company, Tech7 has no competitors in terms of 

what they are offering to the market as their focus is facilitating the reporting process and 

creating a bridge between the business victims of crime and the police who are in charge of 

solving and preventing crime. According to Paul, some of their competitors are offering aspects 

of their technology, but not in such an integrated way involving the police. In addition, he 

believes the largest “competitive barrier” Tech7 faces is shifting the status quo among clients, 
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who may have internal legacy systems, most likely paper-based, which they have to compete 

against when they are seeking to implement their system. 

4.8.2 Case selection and interviews 

Tech7 fits well within the group of equity-financed NTBFs because they had already received 

two rounds of equity investment up to the time of the interview. In addition, because Tech7 is 

primarily a software platform and less than five years old, it also fits well with the NTBF 

definition used in this study. Two co-founder entrepreneurs were interviewed in this case study 

– Paul and Theo. The Interview with Paul lasted for one hour and resulted in almost 9000 words 

transcript. The interview with Theo lasted for one hour and ten minutes and resulted in over 

11000 words of transcript.  

Interviewee profile  

Paul 

 Paul was the current CEO of the firm at the time of the interview and responsible for the firm’s 

general management and operations.   

Theo 

Theo had a double major in finance and marketing and a post-graduate qualification in 

entrepreneurship.  He was head of products at the time of the interview. In his own words, he 

was “just making sure that we build the right things to solve the problems in an effective way”.  

He was also influential in marketing and business development. 

4.9. Tech8 - EEF NTBF  

4.9.1 NTBF background  

Tech8 specialised in the development of medical equipment to assist people with mobility 

impairments. The NTBF was originally co-founded by Ronald and Irwan. The co-founders had 

to work in their garage for approximately three years, trying to develop a prototype that would 

be a proof of concept, and therefore have sufficient functionality to attract equity investors. In 

2007, Ronald and Irwan introduced their prototype to two potential venture capital investors, 

one of whom made an offer and subsequently invested several million dollars in the 

development of the technology. Over the following years, this venture capital provider led 
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several rounds of additional equity capital raising. At the time of the interview, Tech8 had 

successfully developed two products. One was being sold directly to patients. The other was 

being sold to clinics that used the equipment to improve the rehabilitation of their patients.   

4.9.2 Case selection and interviews 

Tech8 fits the profile for external equity-financed NTBFs. At the time of the interviews, co-

founder Ronald was still actively involved in the management of Tech8, but about to leave the 

firm to pursue another entrepreneurial activity. Irwan had left the firm a few years earlier and 

was therefore not interviewed. I interviewed Ronald in Tech9’s head office in New Zealand, 

and the interview lasted for 2 hours and 27 minutes and generated a transcript with close to 

22000 words.  

Interviewee profile  

Ronald 

Ronald trained as a marine engineer and had extensive experience in programme management 

for large high tech multinationals. He was the first CEO of Tech9. However, as soon as their 

series B round of equity finance was in put in place, he lost the CEO position and became 

responsible for the technology development at NTBF.    

4.10. Tech9 - EEF NTBF  

4.10.1 NTBF background  

The NTBF Tech9 was founded in 2004 by Kiley. Tech9 develops and sells software for 

organisations that have large numbers of field crews (such as city councils or contractors that 

provide services for city councils) carrying out a wide variety of fieldwork. Usually, field crews 

will be dispatched into the field carrying a paper-based form used to record data about the asset 

they are working on and on the type of work being carried out. Using Tech9r software, these 

organisations can consolidate their data entry into only one system.  

According to Kiley, the most significant barrier to growth is the internal resistance they face 

from people who would prefer not to change from the paper-based system they are currently 

using.  He describes his software as a premium mobile product that serves local governments 

and utility-based organisations.  
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4.10.2 Case selection and interviews 

Although Tech 9 fits within the group of equity-financed NTBFs, at times in the NTBF’s 

history, bootstrapping techniques were used to stay afloat. Throughout the initial years, the 

firm endured challenges as they tried finance activities without raising capital. Approximately 

two years before the interview, they managed to secure their first angel investment in return 

for a 15% holding in the firm. More recently in the months preceding the interview, Kiley had 

closed a deal to secure a large round of investment with a syndicate of high net worth 

individuals based in South East Asia. The interview with Kiley was conducted over the phone. 

It lasted for one hour and resulted in almost 8000 words of transcript.  

Interviewee profile  

Kiley 

Kiley was the entrepreneur founder interviewed for this case study. He described himself as a 

self-made man, with little academic background but a wealth of experience working with 

public sector organisations (such as local city councils and organisations managed by the 

national government). In most of his positions, he was involved in helping to develop their 

internal computer systems. His experience with these types of organisations started in the mid-

80s, and it was the knowledge he acquired at this time that led to his idea of developing software 

that could be used by multiple types of organisations involved in deploying or using field crews 

to carry out fieldwork (e.g., city councils, government agencies and contractors).   

4.11. Tech10 - EEF NTBF  

4.11.1 NTBF background 

Tech10 is a software as a service NTBF incorporated in July 2015 by Amber and her two co-

founders. The current shape and form of Tech10 can be considered an evolution of two previous 

start-ups that Amber managed to co-found (with one of her current co-founders and another 

co-founder who later exited the venture). In the original start-up, the focus was mobile app 

development, which was part of the skillset of the third co-founder (who later exited). 

Subsequently, with the incorporation of Tech10, Amber and her remaining co-founder were 

joined by another new minority co-founder. This new co-founder brings a solid skill set in 

business analytics and was, at the time of the interview, the Australian head of business 

analytics for one of the big four consulting firms. The arrival of the new co-founder marked 
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their transition from a firm focused on app development to one with a focus on providing 

business analytics for cultural institutions.  

Currently, the NTBF’s focus is providing cultural institutions with software able to capture 

information from several sources (such as the web or hardware placed within their physical 

installations). Using such aggregated data, the Tech10 software then displays information and 

insights in the form of a dashboard that enables the management of the institution to perform 

analytics based on the behaviour of their visitors. As part of their offerings, Tech10 also 

provides cultural institutions with assistance for data analysis – a service they call data 

concierge.    

At the time of the interview, Tech10 had developed a proof of their concept, secured one of 

New Zealand’s most significant cultural institutions as their beta-test site. Several overseas 

institutions had either already acquired their SaaS packages, or demonstrated their interest in 

the software. According to Amber, at the time of the interview, most of their potential sales 

pipeline was from the USA.    

4.11.2 Case selection and interviews 

Tech10 have had a concise history of approximately two years before the interview. During 

this time, the entrepreneurs had initially believed they would be able to bootstrap the business. 

However, their thoughts changed as the firm started receiving more positive feedback and 

interest from potential customers. In addition, going through a period where they were based 

in an accelerator programme also contributed to their change of heart in accepting that they 

would need to get external equity capital on board.   

Interviewee profile  

Amber 

Amber, the CEO of Tech10, was the only co-founder interviewed. She has a background in 

marketing sales and strategy for large multinational technology firms. It is important to note 

that she did not have extensive working experience in the NTBF’s intended market. She is a 

young and very out-spoken business leader who has quickly become very well known in her 

intended industry as she is continually seeking public speaking opportunities to promote the 

benefits for institutions of exploring big data analytics and artificial intelligence (and that 

Tech10 offers software to facilitate those initiatives). 
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4.12. Tech11 - EEF NTBF  

4.12.1 NTBF background 

Tech 11 was specifically set up to develop a drug that would help alleviate the symptoms of a 

very severe but quite rare medical condition. The NTBF was co-founded by Bruno, a 

professional investor and Bill an academic at a local university. Soon after they started 

operating, they invited Anna, to invest and become the CEO. Anna had personal experience of 

the medical condition that they were developing the drug for as her daughter suffered from the 

disease. They had passed the more problematic clinical trials (1, and 2A) and were currently in 

the midst of promising phase 2B trials. 

4.12.2 Case selection and interviews 

Tech11 fits well with the profile of EEF NTBF.  At the time of the interview, the company had 

raised several rounds of equity finance totalling more than three million dollars. In all of the 

capital raising, co-founder Bruno was the leading investor and primarily responsible for 

attracting other investors. For this case study, we interviewed Bruno in person at his office for 

approximately 35 minutes (generating a 3500 words transcript), and Anna remotely via skype 

for approximately 1 hour and 10 minutes (generating a 7800 words transcript).  

Interviewee profile 

Anna 

Anna considered herself not the usual CEO of a pharmaceutical start-up. She had been working 

for more than 20 years for a large government organisation. After that Anna went to work for 

the private sector for another 14 years before becoming the CEO of Tech 11. Anna had recently 

completed a master’s degree in management.  

Bruno  

Bruno is a co-founder and director at Tech11. Bruno is a professional investor, and as such he 

was, at the time of the interview, a director of at least seven other companies he invested in. 

He was not active in day-to-day operations but was responsible for managing investor relations 

and planning all financing of the NTBF    
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4.13. Tech12 - EEF NTBF  

4.13.1 NTBF background 

Tech 12 was initially founded in 2011 by Wayne (currently the CEO of the NTBF) and two 

other co-founders, one of whom still worked for the NTBF as a CTO. In their beginnings, the 

three co-founders met at university when they were doing master’s degrees. At this time, they 

came up with an idea for a technology. At their inception, the technology itself was just an idea 

that had several possible applications across many industries. In the process of developing their 

technology, the NTBF decided to focus on one particular industry. In 2015, they started to 

commercialise the technology and have since secured several large clients across the globe. No 

other potential applications of the technology have been further explored.  

4.13.2 Case selection and interviews 

Soon after incorporating the firm, the co-founders managed to secure some seed capital from 

friends and family. Since then the NTBF has managed to raise one seed round of one million 

dollars, and subsequently another round of 3 million dollars. For this case study, only Wayne 

agreed to be interviewed. The interview took place at the NTBF’s headquarters’ in New 

Zealand. It lasted approximately 35 minutes and generated a transcript of over 4000 words. 

Interviewee profile 

Wayne 

Wayne has a bachelor degree in science and a master’s degree in bio-science enterprise. He is 

a New Zealander and was 27 at the time of the interview. As the CEO of Tech12, he was mainly 

involved in marketing the technology and in their capital strategy.  
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Chapter 5. Within-group Analysis  

5.1. Introduction and purpose of the chapter 

The purpose of this chapter is to present and discuss the within group findings for the 

bootstrapping NTBFs and EEF NTBFs. Ultimately, the main objective of this chapter is to 

answer the two sub-research questions:  

• RQ 1: How do the two most common forms of early-stage financing in NTBFs (i.e., 

bootstrapping finance and external equity finance) affect the ways in which 

entrepreneurs use social capital to access non-financial resources they need over time?  

• RQ 2: How do location decisions in the bootstrapping and EEF NTBFs affect 

entrepreneurs’ use of social capital in the founding location over time?  

As previously mentioned in the research methods chapter (3), answering process research 

questions involves describing and providing an explanation “of how things evolve over time 

and why they evolve in this way” (Langley, 1999, p. 692). The aim of the chapter, therefore, is 

to describe and explain how the emergence of territorial embeddedness occurred over time 

within the contexts of NTBFs primarily using bootstrapping finance methods and external 

equity finance methods.  

According to Langley et al. (2013b), in process research “an explanation requires a generic 

story” (p. 9). With that in mind, this chapter will present two generic stories. These stories were 

derived from the analysis of the case study templates and the process I went through to 

summarise the data through temporal bracketing and visual mapping. Each generic story has a 

distinct standpoint. The first takes the standpoint of a local, New Zealand based original 

bootstrapping founder of an NTBF (Techs 1 to 4) in one New Zealand city. The second story 

takes the standpoint of a local, New Zealand based original EEF founder of an NTBF (Techs 5 

to 12) in one New Zealand city.  

In sections 5.3 and 5.4, the plot of these two generic stories will reveal: a) how a typical 

bootstrapping founder and a typical EEF founder have used social capital over time (answering 

RQ1); and b) how the bootstrapping and EEF founder made their own location decisions, 

thereby revealing where they developed and used social capital (answering RQ2). Finally, the 

following chapter (6) will then compare these two generic stories in order to answer the 

overarching research question and understand if and how each of these two common forms of 
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early-stage finance can influence NTBFs to become more or less territorially embedded in their 

founding location. 

5.2. Key features of the generic stories 

Process research theorists argue that generic stories – such as the ones I depict in this chapter 

– can be considered as process theories (Hinings, 1997; Langley, 1999; Pentland, 1999; 

Tsoukas & Chia, 2002; Van de Ven & Poole, 2005). “Process theory should include five 

features in the story: (1) a sequence in time, (2) focal actors, (3) an identifiable voice, (4) an 

evaluative frame of reference, (5) other indicators of context over time and place” (Langley et 

al., 2013b, p. 9). Following Langley’s approach, I will now demonstrate how the two generic 

stories presented in this chapter adhere to these five recommended features: 

1. A clear sequence of time: beginning, middle, and end  

I adopted Langley’s (1999) temporal bracketing strategy in order to create a clear sequence of 

beginning, middle, and end. This strategy allowed the four individual bootstrapping case study 

stories to be aggregated into one generic bootstrapping story. The same process was carried out 

for the eight individual EEF case studies. In this way, I could create and compare the two 

generic stories across four successive adjacent periods (i.e., phases zero, one, two, three). This 

allowed for an explicit examination of “how actions of one period lead to changes in the context 

that will affect action in subsequent periods” (Langley, 1999, p. 703).   

Through this chapter, the temporal bracketing strategy is laid out as follows. First, the visual 

mapping sections are presented in a four-phase timeline. Second, in the Findings in each phase 

section, I delve deeper into the detail about what happened in each phase. I do that by exposing 

the three most important relationships for the NTBF founders in each phase.   

I deliberately established a beginning point (phase zero) by capturing essential information 

about the founders of the NTBF, and their lives and professional experience before they 

founded their NTBF. For this phase, I built a picture of how founders accumulated their social 

capital before founding the NTBF. By assessing the founders’ stock of social capital before 

they founded their NTBF, I could then understand how useful and readily available this social 

capital would become following foundation (i.e., how easily and quickly the founders could 

tap into social capital to get access to non-financial resources they needed at the beginning of 

their entrepreneurial journeys in phases one and two).  
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The generic story then shifts to the middle phases (one and two). Phase one demonstrates the 

founders’ use of social capital in their very first steps following the foundation of the NTBF. 

The beginning of phase one can be considered a transition phase, in which founders shift from 

their previous occupations (mostly as employees) to new ones as the entrepreneur who is in 

charge of gaining access to all the resources the NTBF needs. Phase two shows a more 

established NTBF, which has experienced some early growth, or early development or 

commercialisation of their innovations.  

As time elapses, I finally move to phase three – the end of the period being analysed. Most 

NTBFs were at phase three at the time of the interview with the founder/s. However, some 

NTBFs were still in phase one at the time of the interview (e.g., Techs 10 and 11), while others 

could be considered to be in phase two (e.g., Techs 4 and 11).  

The generic stories I present in this chapter are a combination of the accounts of all the 

entrepreneurs in each group. The generic stories and the sequences can, therefore, be 

considered typical for a founder from that group with regard to their use of social capital and 

where they used that social capital.  

2. Focal actors who may play the protagonist or antagonist 

Social capital scholars argue that social capital can be located “not in the actors, but in their 

relations with other actors” (Adler & Kwon, 2002, p. 22). In the generic stories presented in 

this study, the protagonist is always the founder of the NTBF. The antagonists are the actors or 

group of actors with whom the founder has established relationships. The antagonists gain 

visibility in each of the four phases as I report the three most important relationships established 

by the founders.  

It is important to be clear that the three most important relationships differ in each phase. 

However, if a relationship that appears in one phase is absent in the following phases, this does 

not mean it stopped being important, or ceased to exist. What it does mean is that another 

relationship became more important and therefore deserved to be reported in a subsequent 

phase. For example, this is evident where I included relationship one (strong ties between co-

founders) in phases zero and one within the bootstrapping NTBFs group, but then excluded 

this relationship from the following phases two and three. Clearly, this relationship did not 

cease to exist in phases two and three but simply was not mentioned because other relationships 

became more representative (of the generic story) in these later phases.  
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3. An identifiable voice reflecting actors’ viewpoints  

In this, study the identifiable voices are those of the NTBF’s founder and co-founders. As I 

bring forth their voices, I also explain the relationships being observed and the point being 

made in the analysis. Whenever possible in the sections detailing findings for each phase (5.3.5 

and 5.4.5), verbatim excerpts of the founders’ voices are provided. 

4. An evaluative frame of reference 

I adopted three main, theoretically derived evaluative frames of reference. The first frame of 

reference is derived from the model presented in Hess (2004), one of the most widely cited 

studies in the embeddedness literature. This can be considered the primary frame of reference 

because it explains how the data and analysis presented in this chapter address the overarching 

research question. The main frame of reference demonstrates not only how this study fits within 

the broader concept of embeddedness but also shows how the main research question can be 

answered.  

The second evaluative frame of reference is derived from the review of the entrepreneurial 

finance literature, which indicated that the founders of bootstrapping NTBFs would likely use 

social capital differently compared to EEF founders. This frame of reference provided the 

theoretical foundation for including bootstrapping and EEF finance as the main contextual 

variables potentially affecting the way the entrepreneurs used social capital over time. 

The third evaluative frame of reference guided most of the analysis conducted for this chapter. 

It is drawn from two of the most cited works in the social capital literature: Nahapiet and 

Ghoshal (1997, 1998). This frame of reference helped the analysis focus on specific 

characteristics and attributes that are present in social capital. More specifically, this study 

focused on the structural and relational dimensions of social capital.  

5. Other indicators of context over time and place 

In sections 5.3.4 and 5.4.4, I delve into specific aspects of the context and the generative 

mechanisms that, I believe, affected how founders of bootstrapping and EEF NTBFs used their 

social capital and made location decisions. In these two sections, I reveal pertinent information 

that reiterates the unique journeys bootstrapping entrepreneurs followed compared to those of 

the EEF entrepreneurs. For example, the types of innovations they pursued and the 

relationships the founders had with their employees were remarkably different. Thus the type 
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of financing represents a significant context with regard to how the territorial embeddedness 

of such firms emerges over time.  

 

5.3. Findings within group: the generic story of the bootstrapping NTBF 

5.3.1 Visual mapping: an overview of the generic story of the bootstrapping NTBF 

The visual map introduced in the next page can be considered to be a snapshot of a generic 

story of the bootstrapping NTBF. It is what I consider to be a zoomed-in version of their story. 

It shows how they evolved over time, especially with regards to how founders used social 

capital and how they made location decisions. In the following sections, we explore the details 

of this story.  



 

 
 

 

Figure 6. Visual mapping of the generic story of the bootstrapping NTBFs 
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5.3.2 Summary of findings: entrepreneur’s use of social capital  

This section answers RQ 1 concerning the bootstrapping entrepreneur. I present the most 

important findings and generative mechanisms that have influenced how bootstrapping 

entrepreneurs used social capital within the four-phase time frame. In general, I can safely 

argue that the bootstrapping founders were largely homogeneous with regard to the 

bootstrapping techniques they used. In addition, I also found significant similarities concerning 

the way founders initially worked with off-the-shelf innovations that could be easily 

commercialised (i.e., exploitative innovations). It was only in the later phases of their journey 

that they started developing their own (i.e., exploratory) innovations.  

Another similarity is that bootstrapping founders were very focused on achieving their initial 

revenues soon after founding the firm. Bootstrapping founders developed a positive cycle in 

which their happy and loyal employees generated a satisfied clientele in their initial days. These 

happy clients were happy to refer them to new clients, thereby making organic growth possible.  

Considering the similarities explained above, in general, I can argue that bootstrapping 

founders used social capital in a very similar fashion across the four phases. Indeed, I was able 

to identify clear patterns in entrepreneurs’ use of social capital and the location decisions in 

bootstrapping NTBFs. Below I present a summary of the findings for these two core aspects of 

this research.  

Among the findings presented in this section, one of the most important is that in their journey, 

bootstrapping entrepreneurs are indeed much more dedicated to developing what Adler and 

Kwon (2002) call social relations as opposed to market and hierarchical relations. In these 

social relations, favours and gifts are exchanged, and the terms of exchange are diffuse because 

“a favour I do for you today is made in exchange for a favour and at a time yet to be determined” 

(Adler & Kwon, 2002, p. 19). The terms of exchange of these favours are not always made 

explicit because a favour will be implicitly be “returned someday”, and is expected to be on 

the same level (i.e., symmetrical) (Adler & Kwon, 2002, p. 19).  

In addition, I identified that over the four-phase time frame, bootstrapping entrepreneurs used 

social capital in ways that fostered network cohesion through strong and direct ties they 

themselves cultivated with other actors. The bootstrapping entrepreneurs are, therefore, always 

the central figure in such a cohesive network. Their cohesive networks are based on trusting 
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relationships occurring both within the NTBF (locus: internal) and outside the firm (locus: 

external). Below, I explain how this network cohesion emerged over time.  

A common factor that contributed to network cohesion for bootstrapping NTBFs is the fact that 

in phase zero (before the foundation of the NTBF), bootstrapping founders accumulated a few 

years of work experience and extensive professional social capital. Particularly interesting is 

that their stock of professional social capital came in handy, especially in phases one and two. 

Their professional social capital was beneficial because, after the foundation of the NTBF, the 

founders continued to operate in the same target market they had been working before the 

foundation. In this way, the bootstrapping founders were equipped with high levels of 

knowledge, experience, and trustworthiness in the same target market they would be operating 

in as entrepreneurs after the foundation. Thus, bootstrapping founders were able to quickly tap 

into their professional social capital to gain access to critical resources such as their first 

employees.  

In addition, and perhaps more importantly, by tapping into their existing professional social 

capital, bootstrapping founders were also able to find the first clients willing to pay for their 

products/services soon after the foundation in phase one. In this way, by generating their initial 

sales, bootstrapping founders were soon (in phase one and two) able turn a profit and stop 

relying on bootstrapping techniques that required them to count on their personal social capital 

(through families and friends) for favours. These early profits also allowed bootstrapping 

founders to quite quickly start paying themselves a salary and accumulating the financial 

resources they needed to grow their business. For example, with these early profits, they were 

able to reinvest in the NTBF and hire more human resources and buy or rent other physical 

resources such as office space and computers.  

Within the firm, I found two main co-related reasons why internal network cohesion was 

formed in bootstrapping NTBFs. First, the data showed high levels of mutual trust between the 

co-founders themselves. More than just business partners, bootstrapping founders seemed to 

be friends with an existing friendship dating from some time before their decision to found the 

NTBF. This came about because bootstrapping co-founders seemed to have developed strong 

bonds through opportunities such as working or studying together. Overall, this strong and 

long-lasting relationship between bootstrapping co-founders appeared to be an important 

characteristic that set bootstrapping NTBFs apart from the EEF NTBFs. 
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One of the consequences of the strong and long-lasting relationships between bootstrapping 

co-founders is that when they got together to start up the NTBF, they appeared to have an 

incipient but strong mutual understanding about the identity of their new venture. In other 

words, they appeared to be united around a compelling (and shared) vision of the mission, 

purpose, and values they wanted the NTBF to convey to the market. Bootstrapping founders 

appeared to have used their shared vision in phase zero to create an idealised, aspirational form 

of identity for the NTBF in phase one. They then promoted their idealised NTBF identity to 

other actors and used it, for example, to convince their first employees to take some risks and 

come work for them. Likewise, they also used their idealised identity to convince their initial 

clients to also take some risks and buy products/services from them (instead of buying from 

well-established competitors).   

Second, internal network cohesion was formed within the bootstrapping NTBF because the 

founders developed strong, mutually trusting, and long-lasting relationships with their 

employees. These strong relationships were evident in both employee and founder attitudes 

and behaviours towards each other. For example, on the employee side, this was demonstrated 

when they choose to start to work for the bootstrapping NTBF despite being able to find better 

working conditions somewhere else. In addition, it appears that bootstrapping employees were 

more engaged in helping their employer to get access to valuable resources. Bootstrapping 

founders highlighted the importance of the help their employees gave them, especially for 

gaining access to the resources they needed in initial stages. For example, often in phases one 

and two, bootstrapping employees referred to job vacancies in the NTBF to their friends and 

former co-workers. In this way, the initial NTBF employees not only helped to resource the 

NTBF but also collaborated to create more network cohesion because of the strength of the ties 

existing between the employees themselves.  

In addition, bootstrapping founders also relied on their employees’ good market relationships 

and quality work to keep current clients happy and providing referrals indicating to other 

potential clients that the products/services were excellent. In phase three, bootstrapping 

entrepreneurs found themselves in a more comfortable financial position. They created several 

financial and non-financial mechanisms to reward and keep their trusted employees happy 

working for them. These financial and non-financial rewards were the means entrepreneurs 

used for recognising and recompensing their employees for the loyalty, risks taken and quality 

work brought to the NTBF.  
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I identified that outside the firm, co-founders were actively involved in developing personal 

relationships with strong, direct ties, usually based on mutual trust, with their clients and 

suppliers. Again, the bootstrapping founder was the central figure in network cohesion, and 

usually personally in charge of dealing with suppliers and most clients and prospects. They did 

so because they understood the quality and durability of these relationships were critical for 

the NTBF. In turn, clients and suppliers trusted that the founders (and the NTBF) could deliver 

high-quality products/services and soon became naturally willing to refer the NTBF to other 

clients.  

The fact that current clients and suppliers were willing to give referrals also contributed to the 

development of strong network cohesion. Different clients started referring the NTBF to other 

firms in their networks and, at times, directly to their own competitors. In this way, the founder 

of the NTBF became a central figure in a network of clients and suppliers, who had strong 

relationships between themselves and with the NTBF founder. Therefore, network cohesion 

was also reinforced in bootstrapping NTBFs because of the existing relationships between each 

of these groups of actors (e.g., supplier-client or client-client relationships).  

5.3.3 Summary of findings: location decisions   

This section answers RQ 2 concerning the bootstrapping entrepreneur. I present the most 

significant findings and generative mechanisms that influenced how the bootstrapping 

entrepreneurs made location decisions over the four-phase period. I found that most location-

related decisions and critical events in bootstrapping NTBFs tended to positively affect the use 

of the founder’s social capital in the founding location. There are some important reasons for 

this, as explained in the findings presented below. 

It seems that one of the most important and noticeable characteristics of location decisions that 

positively contributed to the founders’ use of social capital in the founding location was with 

regard to their autonomy in actually making location decisions. Bootstrapping founders were 

solely in charge of location decisions, and this continued from phase zero to phase three. The 

location decisions were theirs, which was an essential aspect of how location decisions were 

made and how this affected the entrepreneurs’ use of social capital. This is, primarily, because 

if they had autonomy in location decision, bootstrapping entrepreneurs were free and solely 

responsible for allowing their personal preferences to guide and influence their location 

decisions. For example, bootstrapping founders could even choose sub-optimal market entry 

locations because they preferred to do so. In addition, in a bootstrapping NTBF, if the founder 
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made a sub-optimal location decision, no one (other than another co-founder) could oppose or 

impede such decisions.  

Another essential characteristic of location decisions in bootstrapping NTBFs is that the 

founding location was not only important in their beginnings but remained important, even 

when the NTBF was experiencing significant growth overseas. This generally occurred 

because the founding location is where the founders developed (and continued cultivating) their 

most useful internal social capital, namely with their first loyal and highly committed 

employees. It is also the first location where the bootstrapping NTBF started to grow and 

become profitable. Therefore, maintaining their profitable operation in the founding location 

ensured the accumulation of resources for further expansion. The importance of the founding 

location became quite explicit as early as phases zero and one.  

In phase zero, all three main key events regarding location decisions were eminently positively 

influencing the founder’s use of social capital in the founding location. The founding location 

was the ideal ground for the founders to not only explore their social capital with family but 

also their personal relationships with friends. In addition, in the case of all four bootstrapping 

NTBFs, the founding location proved to be the best location for the founders to access their 

professional network. In other words, the founders had for several years been working in the 

founding location and therefore established a very useful professional network there. In all four 

bootstrapping NTBFs, the founding location was the optimal location for founders to access 

these professional networks, and therefore during phase zero, founders did not even consider 

founding the NTBF elsewhere.   

In phase one, the founders of the bootstrapping NTBFs were very careful when making location 

decisions. They lacked resources and therefore seemed to be more comfortable focusing on 

exploring the market opportunities present in the founding location. This is evident in their 

preference to grow their operation at their headquarters before thinking about setting up any 

other operations. Furthermore, it appears if they enjoyed fast growth in phase one, 

bootstrapping entrepreneurs still preferred to further explore their home market by opening up 

a subsidiary in another city within their home country. For them, it made sense to grow their 

presence in their home country, where they were still able to reach out to their local professional 

networks to gain access to new clients and new employees.  

By concentrating their efforts in their home market in phase one, bootstrapping founders could 

secure the financial resources needed to stimulate the NTBFs’ international growth. At the end 
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of phase one, bootstrapping NTBFs started obtaining businesses/sales in nearby and culturally 

similar overseas markets. It was only then, with initial demand for their products/services from 

an overseas market, that bootstrapping founders became willing to commit resources to 

establish a subsidiary in that overseas market. In other words, bootstrapping founders first had 

to see a concrete demand for their products/services in an overseas market in order to decide 

to invest in that market.    

In phase two, in the wake of the initial demand mentioned above, bootstrapping founders were 

willing to invest some resources and further explore their own networks and the networks of 

the clients that they already had in that market. Typically, the first overseas locations of a 

bootstrapping NTBF was intended to better serve their existing clients in that market and to 

increase overseas revenues. In our bootstrapping sample, the preferred first overseas location 

was Australia, which is both geographically and culturally close to the NTBFs’ home country. 

Expanding into a second other overseas location could still occur l in phase two, or at the 

beginning of phase three.   

In phase three, shifting some value-creating activities overseas (e.g., outsourcing 

manufacturing) could become an option if achieving manufacturing scale and price 

competitiveness was challenging in the founding location. However, for bootstrapping 

founders, maintaining their R&D and headquarters in the founding location seemed necessary. 

It appears that these business functions would not be sent to an overseas location because 

bootstrapping founders were committed to keeping their loyal local employees happy where 

they were (in the founding location).  

Nevertheless, in phase three, it is possible to see that other overseas locations became as 

important to bootstrapping founders as the founding location. In other words, it is possible that 

the bootstrapping NTBF not only became more territorially embedded in the founding location 

but also more territorially embedded in all locations in which they were operating. This 

occurred because as the bootstrapping NTBF grew in other overseas locations, the strength of 

the relationships between the founders and the employees in those locations could also end up 

influencing the NTBF to commit to those locations. In sum, it is possible to conclude that the 

bootstrapping NTBF not only embeds in the founding location but also in other locations in 

which they operate. Often, such multiple territorial embeddedness occurs because 

bootstrapping entrepreneurs transfer their responsibility or commitment to a particular location 
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due to their employees. Therefore, if the employees are committed to a particular location – be 

it the headquarters or an overseas subsidiary – the founders will be committed too.   

5.3.4 Other indicators of context over time and place 

Dacin et al. (1999) suggest “embeddedness may be the outcome of several mechanisms, 

working at different levels, cumulatively affecting organizational embeddedness” (p. 343). 

Several such mechanisms, termed contextual generative mechanisms (Langley, 1999; Orton, 

1997), were common to the four bootstrapping NTBFs. Many commonalities and patterns 

identified concerned the context of the bootstrapping NTBFs and their founders’ use of social 

capital. 

These mechanisms are things or events happening directly and indirectly within the unit or 

levels of analysis, which have influenced how things evolve over time. Examples of the 

common contextual generative mechanisms I identified are:  a) the pursuit of exploitative 

innovations/technologies in which the founders were familiar/experienced; b) prior to the 

foundation of the NTBF, the founders developed strong ties and accumulated very useful social 

capital within their intended target market; c) the early commercialisation and achievement of 

revenues in phase one; d) the pursuit of organic growth; and e) the founders had a long term 

plan of action, with no exit planned at the outset. 

I will now elaborate on the commonalities and patterns found concerning the context of the 

bootstrapping group of NTBFs.  

1. The pursuit of exploitative innovations/technologies in which founders are 

familiar/experienced: The bootstrapping co-founders' pursuit of exploitative 

innovations after the foundation of the NTBF was common ground in the narratives of 

bootstrapping entrepreneurs. More specifically, they pursued the same type of 

innovations and technologies they had been working with before founding the NTBF. 

The bootstrapping co-founders gained technical knowledge about the 

technologies/innovations that would become their main offerings after the foundation. 

Only in the later phases after accumulating resources (e.g., through profit retention) did 

the bootstrapping co-founders become more focused on pursuing innovations that were 

more explorative.   

2. Before the foundation of the NTBF, the co-founders developed strong ties and 

accumulated very useful social capital within their intended target market: As 
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previously mentioned, bootstrapping co-founders choose to target markets in which 

they had accumulated work experience and could serve with readily 

available/exploitative technologies. For this reason, these co-founders arrived in phase 

one with a very useful stock of social capital they could count on. More specifically, 

the bootstrapping co-founders were able to rely on people they trusted and knew well 

(e.g., friends, and former co-workers, previous bosses and suppliers), operating in the 

same target markets. This brought their social capital to a high level of utility and 

allowed bootstrapping co-founders to quickly access the resources they needed (e.g., 

new employees, knowledge, and new clients – who bring financial resources in the form 

of revenue).  

3. Early commercialisation, revenues, and profits in phase one: It is possible that the 

pursuit of exploitative innovations combined with the fact that co-founders had 

accumulated work experience and advantageous social capital in their target markets 

effectively allowed them to commercialise in phase one. Thereafter, by retaining 

profits, they could overcome some of the resource scarcity that is typical in the early 

stages. In the bootstrapping sample, early revenues and profits allowed the 

bootstrapping entrepreneurs to reduce or even eliminate the need to use their personal 

social capital in the form of favours from friends and family. In Techs 1, 2 and 3 these 

early revenues were sufficient to ensure that the NTBF could fund its growth and those 

co-founders could earn a salary during their early stages. In Tech 4, however, early 

revenues were not sufficient to allow all five co-founders to receive salaries in the early 

stages. Therefore, in Tech 4, some co-founders had to rely more on their personal social 

capital (e.g., with friends and family) to be able to afford some essential personal 

subsistence items such as food and rent.    

4. Prioritisation of organic growth and being profitable in the early stages: Bootstrapping 

co-founders had to prioritise growth in revenues and profits. Accordingly, the 

bootstrapping entrepreneurs themselves took personal charge of creating strong 

relationships with their clients and potential new clients. In addition, in order to serve 

their clients well (and get more businesses from them or to be referred by them to other 

businesses), they also had to dedicate themselves to establishing a strong, and trust-

based relationship with their employees. All those strong relationships were crucial to 

the bootstrapping entrepreneurs being able to foster their organic growth because, 

ultimately, it was by reinvesting profits that co-founders could acquire the resources 
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(e.g., physical resources, equipment, human resources) they needed to grow the 

business.  

5. The bootstrapping founders had a long-term plan; there was no planned exit from the 

outset: The founders themselves knew their relationships with internal and external 

stakeholders would be long-lasting and, therefore, they were more willing to put time 

and energy into relationships. Likewise, it seems that all internal and external 

stakeholders envisioned that their relationships with the co-founders would be long-

lasting, and therefore they put the time and energy into their relationships with the 

founders.  

5.3.5 Narratives in each phase: the voices of bootstrapping founders 

As explained in Section 5.2, a generic story in process research requires focal actors (i.e., 

protagonists and antagonists) and an identifiable voice (i.e., reflecting the actor’s viewpoint). 

In this section, I address these requirements by providing a more detailed and personified 

perspective about the evolution of entrepreneurs’ use of social capital. More specifically, I offer 

the founders’ views about their key relationships in each of the four-phases.  

The objective of this section is, therefore, to bring forward the voices of the focal actors who 

are the protagonists in the generic story of the bootstrapping NTBF. As such, whenever 

possible, I present the most representative quotes from the interviews with bootstrapping 

entrepreneurs. The structure of this section exactly follows the sequence and structure 

introduced in the visual mapping of the generic story of the bootstrapping NTBF (section 

5.3.1). For each phase (i.e., phases zero, one, two, and three), I describe what I consider to be 

the three most important relationships for the bootstrapping entrepreneur.  

Phase zero: pre-foundation 

• Strong ties between the co-founders themselves  

In the bootstrapping group of NTBFs, one of the most noticeable characteristics of the pre-

foundation phase was the type and strength of relationships that co-founders developed 

between themselves. Although the timing of the development of these relationships between 

the co-founders of each NTBF varied, all the co-founders in this group seemed to have 

developed strong ties with each other prior to the foundation of the NTBF. 
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The timing of the development of these relationships between co-founders varied. For example, 

in Tech1, the relationship between the co-founders had been developing since they were 

children because the co-founders’ parents were friends before the co-founders were even born. 

In Tech2, however, the relationship between the co-founders has developed over a much 

shorter period. It began only a few years before the foundation of the NTBF when the co-

founders worked alongside each other as contractors on large IT projects. However, despite the 

variation in their length and the circumstances in which the bootstrapping co-founders’ 

relationships with each other started, the strength of ties and levels of trust between 

bootstrapping co-founders seemed high in all four cases.  

It appears, therefore, that bootstrapping co-founders not only knew each before the foundation 

of the NTBF, but they also trusted each other at a personal level. These high levels of trust at 

the pre-foundation phase became what can be seen as the foundation of a shared understanding 

of what they wanted to achieve over time with the NTBF they were about to start up, and how 

they wanted to get there. In other words, it was possible to see that the bootstrapping 

entrepreneurs had developed shared objectives and at least an idealised, a shared sense of 

purpose (i.e., what they wanted to do, and how) that could lead to them building a strong and 

distinct identity for their NTBFs (e.g., what the NTBF would look like and stand for).   

As an example of a shared objective and a sense of purpose, the bootstrapping founders seemed 

to be oriented towards the long-term. Across all bootstrapping NTBFs, it seemed that from the 

pre-foundation phase, co-founders were thinking of a long-term plan and divesting from the 

firm or an exit event was not considered at that time. This is a very important aspect of the 

relationships bootstrapping co-founders had with each other and with other actors. Through 

having a long-term plan for their NTBFs (i.e., not having an exit plan in mind when they started 

up), the bootstrapping entrepreneurs could effectively signal to other actors (internally and 

externally) that they would be keen to embark on long-term relationships. The importance of 

time for the development of strong ties and high levels of trust in any relationship has been 

advanced by and other social capital scholars. 

• Strong ties with friends and family 

The importance of social capital between founders and families and friends has been well 

documented. For bootstrapping founders, in particular, nurturing their social capital with these 

actors is vital. The help that families and friends provided to the bootstrapping co-founders 

came mostly in the form of non-financial resources. For example, families and friends often 
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helped co-founders meet their basic personal needs, such as by paying for rent or food. As such, 

at this stage, the presence of these relationships was critical for bootstrapping entrepreneurs. 

For some bootstrapping founders, they would not have had the minimum conditions to start up 

the NTBF without these relationships. Dominic, Tech2 co-founder, exemplified when he 

mentioned how critical was for him living with a friend who owned a house and did not mind 

if he was late in paying rent. Although he did not think about it at the time, during the interview, 

he recognised the importance of the relationship. He understood that without this friendship, 

he might have been forced to make decisions that could have been detrimental to the very 

existence of the NTBF: 

There were some little things I guess outside of work that always helped. For me 

personally at that time. I was flatting with a friend of mine. He owned the house, so he 

was not too concerned, if and when I was paying the rent. I knew I would settle at 

some point. So there were times at the beginning where I wasn't able to pay myself 

much so I was relying on the fact that he was charging me 90 bucks a week for rent 

and if I missed week and paid the following week, it wasn't a big problem. If I didn't 

have that, things would have been a lot tougher and I may have made other decisions. 

• Strong ties in the intended target market 

Interestingly, the network cohesion of bootstrapping co-founders was developed before the 

foundation of the NTBF. As identified in the narratives of bootstrapping entrepreneurs, before 

the foundation of the firm, NTBF founders had developed a rich network of contacts within the 

NTBF’s main – but at this stage only intended – target market(s). This usually occurred because 

at least one of the NTBF’s co-founders had accumulated experience working for an 

organisation(s), whose products or services served such intended target markets.  

The bootstrapping entrepreneurs in the sample could, therefore, take advantage of their work 

experience to develop a good (personal) reputation (e.g., through the delivery of quality work 

or effective professional practices), which ultimately gave them high levels of trustworthiness 

in the eyes of other actors. Armed with this good personal reputation for trustworthiness, soon 

after the foundation, they were able to count on the existing stock of social capital (e.g., with 

former co-workers, previous bosses or suppliers) to overcome their NTBF’s lack of reputation 

(i.e., the liability of newness), which is typical of any NTBF in the early stages. This is 

exemplified in Patrick’s (Tech3 co-founder) explanation of how they conquered their initial 

clients:  
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But how did it exactly work? Well, I’d already been doing a similar sort of role in this 

country for some probably nearly ten years. So, I did have my own networks of 

people. I did get involved in some associations, which gave me the opportunity to 

network with other people to sort of partner up….as well, as to create more reach into 

finding out about potential target customers. We used our own personal CV or track 

record to open the doors in those first cases. 

Phase one: foundation/early revenue 

• Strong ties between co-founders  

It appears that the scarcity of financial resources in their initial years of operation helped to 

make the relationships between co-founders stronger. The adversities the co-founders faced 

together (without external finding) created a stronger sense of unity between the co-founders, 

according to Louis, one of the co-founders of Tech4: 

The only reason that we are where we are is because of the team and even though 

having five co-founders - and five directors - in the early time was one of the greatest 

drawbacks and frustrations, it was also one of the greatest benefits. Because you’ve 

got five people, who will work for nothing, and work through the weekends and write 

proposals, and do crazy things like rebuild websites and products over weekends in 

order to win contracts. I mean just stupid start-up type stuff. But when you’ve got 5 

people you’ve increased your capability, or your capacity to do that, a lot. But then 

also you do build the sort of, this team mentality. There’s always someone that’s 

optimistic within the team of 5. 

Another critical aspect of the strong ties between co-founders is the fact they started their 

NTBFs with a clear focus on what they set themselves to do and a very strong sense of what 

the identity of the NTBF would be from the beginning of their operations. This can be identified 

from the quote below, where Patrick, Tech3 co-founder, explained that they were able to attract 

some of their very important personnel because they (the co-founders) communicated the 

beliefs and identity they wanted to give to the NTBF, and new employees had a shared 

understanding of those beliefs and identity.  

We were, I guess, very lucky, very high calibre people wanted to work with us. 

Because they understood, they’d seen what we had done at a previous company. They 

knew the changes we wanted to make in the new company and they completely bought 
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into that idea. They knew the kind of business culture and the working environment, 

and the business ethics that we would operate within that. And the values I guess was 

at the centre of that, it would resonate with their values and their business values. So 

those core people that came in were absolutely vital. 

• Strong ties with friends and family.  

Strong ties with friends and family were critical for the bootstrapping co-founders. They 

counted on friends and family to help them to get access to basic personal needs, such as a roof 

over their heads or even food. At times, the actual value of the help may have been quite small, 

but, in many cases, it was a vital condition that allowed the co-founders to be involved in the 

start-up. Louis, Tech4 co-founder, described relying on the strong ties between co-founders (as 

described above) and his family for providing for his basic needs.  

So it was a good two years, maybe two years of not being paid, working in a 

basement, getting paid nothing. Just entirely living on savings. I blew 50 grand in 

those two years, just in living and racked up debts. Because I could not pay rent, they 

let me live there (in one of the co-founder’s house), and I have a debt to some of the 

directors. And you know, been fortunate to be supported by the family in other ways, 

food and stuff like that. 

• Strong ties in the target market  

The co-founders of bootstrapping NTBFs had high levels of technical knowledge, and most 

had previous work experience in their intended target market. By drawing upon their rich 

network that was formed while working in their intended target market, the bootstrapping 

entrepreneurs in the sample were able to tap into very useful social capital soon after 

foundation. This initial and very useful social capital can be considered the genesis of the 

internal (e.g., with employees) and external network (e.g., with clients and suppliers) cohesion 

that was achieved in later stages of their development. This occurred primarily in two ways.  

First, they used their existing social capital to gain access to their first new clients. It was 

because of their existing social capital in their target market that their first new clients came on 

board, despite the risks of dealing with an NTBF with an unproven record of accomplishment. 

Tech2 co-founder Dominique explained how the personal contacts of both co-founders were 

critical for their initial steps: 
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So I had a friend who was working in (one of the Big Four accounting firms) that 

suggested that we meet with “this guy” that had just been appointed the head of 

innovation. We had dinner with him when he went near our office one time… and the 

next minute we were doing a project…(continued) likewise, Albert (co-founder) will 

tell you the same story, around one of the first… another project that we picked up 

that year. It was for a friend of Albert who was working for a massive corporation, 

but building a little venture on the side. So then, we started working for the venture on 

the side. And then, within 18 months we were doing work for the massive corporation. 

Second, along with the immediate access to new clients made possible through their social 

network came an immediate need for more human resources. Bootstrapping entrepreneurs had 

to, therefore, quickly tap into their existing social capital to gain access to the new employees 

they needed. In order to serve the new client’s demand, bootstrapping entrepreneurs were most 

particular about hiring people they already knew and could trust. In addition (and similar to the 

process of winning their first new clients), their first employees would come to work for them 

despite better conditions elsewhere (e.g., more stability or better salaries in larger firms). In 

other words, as Dominic further described, the co-founders themselves had to trust their new 

employees, and the new employees had to place an extra vote of confidence and trust in the co-

founders:  

Certainly, in the early days, the people that were prepared to work with us and for us 

was very much our people that we had a strong relationship with. And I guess you 

could say our buddies. People who would take the risk of working for a very small 

start-up company, spending a month working with us and not having a guarantee of 

payment until, you know, a few weeks later. That is a big risk for some people, and 

that is a real risk in the early start-up days. But being able to attract those people and 

have them trust that we would look after them and that we would follow-up on any of 

the commitments, generate that sense of trust within those key people…  

In bootstrapping NTBFs, therefore it seems the entrepreneurs were counting on their social 

capital (established before foundation), reputation, and trustworthiness, which had been built 

up over the years to begin their new employer-employee relationships. This started with 

employees passing up some better conditions (primarily financial) they could find elsewhere 

because they already knew and trusted the entrepreneur. In other words, their first employees 

had to put an additional vote of trust in the co-founders when entering the relationship.  
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Another typical pattern in bootstrapping NTBFs in this phase is the fact that the hiring of their 

first new employees not only served to help them deliver their current orders (or contracts), but 

also allowed them more time to pursue more new clients and contracts. This was evident when 

Bob, Tech1 co-founder, said:  

So we started off just John and myself. We were technical. Doing everything. Then 

our first employee was a software developer, so he started doing stuff I was doing, 

and that freed me up to do more customer stuff, and find customers.   

Phase two: early growth 

• Strong ties with clients and suppliers  

Bootstrapping entrepreneurs made sure they delivered or exceeded the expectations of their 

initial clients, who in turn would soon become a source of more new clients through referrals. 

In this way, the bootstrapping entrepreneurs created a cohesive network in which most (if not 

all) of their clients knew the entrepreneurs directly (and trusted them directly), or they were 

introduced by a client or a supplier who could attest their reputation and trustworthiness. 

Generally speaking, this was a recurrent theme in all bootstrapping NTBFs, as exemplified in 

Tech3 co-founder Patrick’s comment: 

Yeah, it is the network effect where somebody will ask, somebody will refer, it always 

comes back to the network effect where we need a project done, who should you speak 

to? Oh, you should speak to us. You know, so it goes on from there. 

For some of the bootstrapping NTBFs, suppliers also played a significant role through referrals. 

For example, Dominic, one of the co-founders of Tech2, explained that after winning a 

competition organised by a supplier, this supplier started referring Tech2 to several large 

companies, which soon enhanced their portfolio of clients:  

So that was how we got the foot on the door of these big companies, it was an 

introduction from the supplier saying: if you got these little pieces of work, talk to 

Tech2. 

• Strong ties with employees (locus internal)  

An internal cohesive network was also formed because bootstrapping entrepreneurs would try 

to prioritise hiring new employees with whom they or their employees already had direct strong 
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ties. This internal network closure can be identified in the following quote from Dominic, the 

Tech2 cofounder: 

I think lots of people, at the head office in particular, know each other outside of work 

or knew each other before they came to work for us. The general theme there is a 

trusted warm introduction. We are not putting up job advert in the paper, saying 

application is closed and this day and then we go through a list of people or a hire 

that person. We have never really done that. It is kind of, the organic nature as kind of 

to wait until the right person comes along and only then hire them.  

Patrick, Tech3 co-founder, also suggested that their initial hiring of high calibre professionals 

also attracted other very talented individuals to work for them: 

…by those very high calibre individuals associating themselves with our company, 

was a proof point for others that wish to come and work for us. They say, well if he is 

working here, he is fantastic, it must be a fantastic company. I wanna work there as 

well. And it starts to create that momentum, I think. 

• Strong ties with employees (locus external)  

As explained above, bootstrapping founders routinely used their employees’ social capital to 

attract more new employees. In addition, bootstrapping founders also tapped into their 

employees’ social capital to gain access to clients and suppliers. For example, when asked how 

employees had helped them to access resources, Patrick, co-founder of Tech3, described the 

vital importance of being able to access the contacts their employees had established in the 

industry: “Yes, we could then reach out to some of their contacts (of their first 

employees)…and that would create opportunities for us.”  

Another example of how the bootstrapping co-founders tapped into employees’ social capital 

and strong ties with suppliers came from Bob, Tech1 co-founder.   

It’s probably three years ago may be that we outsourced (all manufacturing) to a 

supplier in South East Asia. And several of the people we have on now have had 

relationships with that same manufacturer, so in fact we have about four people now 

from (a local start-up which had been acquired by a foreign multinational)…so we 

got four people from there now on financial, purchasing, customer support. So the 
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purchasing officer had very good relationship with the contract manufacturers that 

we use. 

Their employee’s good relationships with this supplier turned out to be another significant 

aspect of Tech1’s bootstrapping strategy. It helped Tech1 to keep fixed costs down by 

outsourcing and practically eliminating their need for inventory. The ability to reduce their 

need for inventory was a result of matching the timing of demand from final customers with 

their timing in placing an order with the outsourced manufacturer. This can be identified in the 

following excerpt of the interview with the co-founder Bob:  

…we became very good at just-in-time deliveries. All our manufacturing outsourced 

to this supplier in South East Asia. Very high capacity. We have very good forecasting 

and we get units delivered to the customer and we are invoiced by our supplier in the 

same month that we are invoicing the customer effectively. So that, combined with our 

subscription model means that we don’t require a lot of capital to grow so and I don’t 

know whether we would have achieved that if we had capital of the outset because it 

wouldn’t have been a necessity. 

Phase three: later growth/expansion 

• Strong ties with clients and suppliers  

It seems that in phase 3, bootstrapping entrepreneurs continued to enjoy the benefits of having 

established a good reputation. At this stage, however, organisational social capital appeared to 

form as the NTBF itself acquired a good reputation and began to rely less on the co-founders’ 

personal reputation and social capital. At this stage, it is also possible to see the co-founders 

sharing the responsibility of maintaining strong ties with clients and suppliers with some of 

their key trusted employees. This was exemplified by the situation in Tech1, where the co-

founders were leaving the operations of their primary market in the hands of their country 

manager. The co-founders had established strong ties with this country manager when he was 

working for a client. He was then hired for this position because they trusted him and because 

he was well known in the industry and had strong connections with the NTBF’s client base in 

that country. This had freed up the co-founder who was based in that country to seek further 

growth in other international markets, as exemplified in the following excerpt of the interview 

with the co-founder Bob:  



 

130 
 

Our manager, he was working with one of our customers (in their main overseas 

market). He was a manager there and we got to know him a lot over the years 

because he was a big customer. He left, so it was a good opportunity to get him on 

board. Realistically it is about finding good… these sort of good people. 

(continued)…The teams got to a point where we are not dependent on John (the other 

co-founder) being (physically) there (in their main overseas market). We got some 

good people in place. That market is sort of operating nicely. We got our manager 

over there. He has some equity in the business and we get on well.  

• Strong ties with (and between) employees  

The additional vote of trust that employees gave to bootstrapping entrepreneurs (by working 

for them and helping them to bring more talent in) would, at a later stage, prompt bootstrapping 

entrepreneurs to be focused on recognising and compensating employees for their initial (often 

disadvantageous) working conditions.  

In other words, bootstrapping entrepreneurs made an effort to create mechanisms for paying 

back and compensating employees. These mechanisms involved a range of direct and indirect 

benefits for employees. For example, in Tech2, the co-founders created an employee share 

scheme and were both personally committed to getting a range of contracts that would translate 

into a range of distinctive, non-repetitive work. The objective of the Tech2 co-founders was to 

create above-market conditions as a way of thanking their employees. It seems, therefore, that 

throughout the previous phases, bootstrapping entrepreneurs had been focused on building a 

trusting, personal, direct, and strong relationship with their employees. Then, as soon as their 

financial situation permitted, the bootstrapping co-founders started to actively think about 

creating working conditions to match or be above the market. This can be identified in Albert, 

the Tech2 co-founder’s quote: 

…so over the years we have actually evolved in a way that we have tuned our 

offering, we have tuned our revenue, we have tuned the clients that we work with, we 

have tuned therefore salaries and bonuses. We now feel that we kind of came to a 

point where we toppled over the other side where we are paying above market rates 

to the excellent team that we have. And we are also paying ourselves very decent 

salaries. Our financial scenario now we have the stability and kind of revenue that it 

takes to pay high-end engineering team this sort of rates that we feel is appropriate, 
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which are actually above market rates. And we do many things beyond just a salary to 

make sure that our people are well looked after. 

In both Tech2 and Tech3, the co-founders mentioned how their initial employees became 

friends, or in some circumstances were already their “buddies”. In Tech2, for example, the co-

founders were very proud of the fact that their initial employees were still working for them 

after six years of operating in a very competitive labour market that is well known for high 

turnover of software engineers.  

It appears that in bootstrapping NTBFs, these strong ties were present not only between 

employees and the co-founders, but the employees had also actively tried to form ties with 

other employees. According to Dominic, the Tech2 cofounder:  

What happened was, we hired one university student. Lucas is still with us today… 

fantastic employee…and he said there is this guy John in my class. It is the smartest 

guy in my class we should hire him, so we hired John. John still works with us 

today…John said I got this mate Marcus, he is the only guy in the class as a smart as 

me. Marcus, is still working with us today. So there was a sequence of events. Every 

time a new university student came in, they had to tell us who the next person from 

their network would be. 

• No or weak ties with potential investors  

At this stage, three of the bootstrapping founders were already developing and commercialising 

(or trying to) explorative technologies. Due to the costs and risks of development, the 

bootstrapping co-founders started to consider equity capital to help them to develop and 

commercialise their new explorative technologies. In the three of the NTBFs, the situation was 

similar: the founders wanted to create separate spin-off entities, independent from the original 

NTBF. This prompted the founders to start considering relationships with investors. 
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5.4. Findings within group: the generic story of the EEF NTBF 

5.4.1 Visual mapping: an overview of the generic story of the EEF NTBF 

The visual map introduced in the next page can be considered to be a snapshot of a generic 

story of the bootstrapping NTBF. It is what I consider to be a zoomed-in version of their story. 

It shows how they evolved over time, especially with regards to how founders used social 

capital and how they made location decisions. In the following sections, we explore the details 

of this story. 

 

 

 

 

 

 

 

 

 

 

  

 



 

 
 

 

Figure 7. Visual mapping of the generic story of the EEF NTBFs 
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5.4.2 Summary of findings: entrepreneurs’ use of social capital  

This section answers RQ 1 concerning the EEF entrepreneur. I present the most important 

findings and generative mechanisms that influenced how the EEF entrepreneurs used social 

capital within the four-phase time frame. In general, EEF founders were a less homogeneous 

group in terms of their trajectory. For example, I found some significant differences in terms 

of their need for equity capital finance. These differences were often caused by the complexity 

of innovations and development lead times. In other words, more complex innovations often 

required more equity capital as they took more time to develop and become ready to be 

commercialised. In addition, within the EEF group of NTBFs, there were differences in the 

timing and quantity of the initial capital (e.g., pre-seed and seed capital) and in subsequent 

rounds equity capital raising (e.g., series A, B, C, etc.). I further explain these differences in 

Section 5.4.3. 

However, despite the heterogeneity described above, in general, the EEF founders used social 

capital in a very similar fashion across the four phases. I could, therefore, identify clear patterns 

in how entrepreneurs use social capital and make location decisions in EEF NTBFs. 

Among the findings that I present in this section, one of the most important relates to the types 

of relations that EEF entrepreneurs develop. The data demonstrate that in their journey, EEF 

entrepreneurs end up developing what Adler and Kwon (2002) call market and hierarchical 

relations as opposed to social relations. For example, instead of developing deep social 

relations with their clients, they develop more superficial market relations. It appears that EEF 

founders focus on quickly growing the business by exchanging goods or services for money. 

Adler and Kwon (2002) suggest the terms of exchange are made specific in these exchanges 

and are usually symmetrical. The terms of exchange occur in this way: I will give you the 

product/service/technology that you want, and you (client) give us money. In this way, the EEF 

founders seem to be postponing or not paying sufficient attention to the importance of 

developing deeper and, meaningful relationships with their clients and potential users.   

Relationships between EEF founders and their investors seem to be governed by a mix of 

market relations and hierarchical relations. Investors are openly in the game of achieving the 

highest possible return on their investments. Their relationships, therefore, constitute a 

straightforward exchange in which the investors provide financial resources to the 

entrepreneurs, and the entrepreneurs give them back returns on their investment. In my view, 

hierarchical relations occur because there is a sense of obedience as founders usually find 
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themselves having to justify, and ask for authorisation on things they do and key decisions they 

take. In addition, the terms of exchange between EEF founders and investors are often 

asymmetrical and directly related to the amount of equity co-founders control. For example, if 

founders do not control the majority of equity in the start-up, investors can, against the 

founders’ will appoint new management to relieve founders of their control (e.g., by hiring a 

new CEO).  

Similarly, the relationships between employees and EEF founders also seem to form as a 

combination of both market and hierarchical relations. What usually happens in EEF NTBFs 

is that founders only start hiring their first employees after securing some equity capital. In this 

way, EEF founders usually have the financial means to pay their employees at reasonable 

market rates. Therefore, because employees receive market rates, they do not feel they are 

losing out on better opportunities working elsewhere. As such, neither EEF founders nor their 

employees develop a strong sense of gratitude and loyalty to each other.  

The fact that investors share ownership and control of the NTBF adds to this characterisation 

of relations between EEF founders and their employees. Usually, EEF founders are not the sole 

leaders of the NTBF. Active Equity investors can be contributing to decision making in the 

NTBF, and therefore, employees may have to follow the hierarchy and command of people 

other than the founders. Therefore, external equity investors not only provide the financial 

capital that initially establishes the market and hierarchical relations between the EEF founders 

and their employees, but they can take an active role in the market relationships (e.g., by 

providing more financial capital) and hierarchical relationships (e.g., by exerting control over 

decision making). 

In addition, I identified that over the four-phase time frame, EEF entrepreneurs used social 

capital in ways that fostered a sparse network through weak (or weaker) and indirect ties they 

personally cultivated with other actors. The EEF entrepreneurs are not always a central figure 

in such a sparse network. The EEF founder becomes a peripheral figure in a network that is 

usually based on market or transactional relationships occurring both within the NTBF (locus: 

internal) and outside the firm (locus: external).  

A common factor contributing to the sparse networks of EEF NTBFs is that in phase zero 

(before the foundation of the NTBF), most EEF founders had also accumulated a few years of 

work experience and extensive personal social capital. However, interestingly, their stock of 

professional social capital was not very useful. This occurred because, after the foundation of 



 

136 
 

the NTBF, the founders started targeting a market that was usually unrelated to their work 

experience before the foundation. For this reason, the EEF founders were disadvantaged by 

lower levels of knowledge, experience, and trustworthiness in the industry they were operating 

in as entrepreneurs after the foundation. Thus, the EEF founders were not able to quickly tap 

into their social capital to get access to very important resources, such as their first employees 

or first clients.  

Within the EEF NTBFs, I found two main, co-related reasons for their sparse internal networks. 

First, within the firm, there appeared to be lower levels of mutual trust between the co-founders 

themselves. Interestingly, prior to the foundation, I found an array of different types of 

relationships between the co-founders. For example, while in some NTBFs, co-founders 

seemed to have had strong relationships before founding the NTBF, in others, those 

relationships may have only been initiated a few months before the NTBF’s foundation. In fact, 

some founding teams were formed just because they saw an opportunity that they were willing 

to pursue together. In these cases, strong personal ties seemed not to be crucial for the formation 

of the founding team of the NTBF. This suggests that in EEF NTBFs, high levels of mutual 

trust between the founders may not to be a prerequisite condition for the formation of the 

NTBF’s founding team.  

In addition, it appears that one of the key contributors to the sparse networks found in the EEF 

NTBFs was the fact that the co-founders had a weak, perhaps underdeveloped shared 

understanding of what the identity of the NTBF would look like. This stemmed from the fact 

that EEF NTBFs were usually initially involved in the development of highly exploratory 

innovations. As such, EEF founders may face market adoption and development uncertainties 

that can make the NTBF change its innovation development dramatically. Moreover, in this 

way, an NTBF’s identity can become something completely different from that initially 

envisaged by the founders. Therefore, it appears that in most EEF NTBFs, the founders played 

a lesser role in shaping the NTBF’s identity, which seems to have formed progressively (as 

their innovation and technologies developed). In addition, because investors also shared 

control, they too could influence the shaping of the NTBF’s identity.   

Second, a sparse internal network was formed within the EEF NTBF because the founders 

developed weaker and often short-lived relationships with their employees. Often, the 

relationships with their employees were not necessarily initiated based on mutual trust, nor did 

they seem to have evolved. This is because EEF employees are attracted to work for the NTBF 
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because it offers the right, market standard conditions as usually they are hired because there 

is financial capital available to do so. In this way, it appears that the mutual trust and reciprocity 

I found in bootstrapping NTBFs is simply not a necessity when EEF founders start hiring their 

first employees. Furthermore, the continuity of the relationship between EEF founders and 

employees is dependent on the available equity capital in the bank. In other words, the 

employees’ relationships with the co-founders can end at any time if the equity capital available 

ends. In the data collected in this study, there were indications that this prospect of a finite 

relationship also restricted the level of commitment of the EEF founders to their employees, 

which therefore contributed to weaker internal relationships and networks. 

Outside the firm, this study also identified that the relationships between the founders and their 

clients and suppliers were also weaker than in bootstrapping NTBFs – and often not initiated 

based on mutual trust. These relationships could be initially forged by the entrepreneurs 

themselves or, at times, were forged by their investors. Therefore, the founders themselves 

were not necessarily central figures in the relationships between the NTBF and their suppliers 

and clients. In addition, most of the relationships with clients and suppliers seemed to be 

market-based or transactional and in most cases, prompted because a prospective client or beta 

user indicated their interest in the NTBF’s innovations. In essence, prospective clients or beta 

users were not necessarily doing business because they trusted the EEF founder, but because 

their innovations could be of great value to them.  

For the EEF founders, the number of relationships seemed to be more important than the quality 

of these relationships. In other words, it appeared that EEF founders were not central figures 

in the sparse networks with their clients. In addition, because of their urgency to grow the 

business, it seemed the number of clients they acquired was more important to them than the 

quality and continuity of these relationships.   

Likewise, the relationships the EEF founders developed with their investors also seemed to 

contribute to the development of a sparse network. The first reasons for this were the weak ties 

that entrepreneurs forged with their investors. Indeed, most relationships between founders and 

investors were initiated as purely market-based relationships. Therefore, these were weak ties 

not formed based on high levels of mutual trust. Interestingly, it appears that while these 

relationships might evolve, they did not always become stronger and more based on mutual 

trust. In fact, it appears that the evolution or regression (strengthening or weakening) of their 

relationships was conditioned on the performance of the NTBF. For example, positive results 
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in performance areas such as technology development and effective commercialisation of the 

technology could bring their relationships closer.  

On the other hand, unfavourable results could have the opposite effect. Indeed, relationships 

between the founders of the NTBFs and their equity investors were conditioned on not only 

performance but also the terms of the financing. For example, in most NTBFs, any funding is 

split and received in tranches, conditioned to technology development or commercialisation 

performance milestones. As such, it is possible to argue that the relationships between the 

founders of the NTBF and their investors are not governed primarily by trust and 

trustworthiness. Instead, they are governed by contractual mechanisms that establish formal 

norms and sanctions. In essence, a norm can be reaching a pre-established performance. If the 

performance is not achieved, a sanction or punishment is incurred. The sanction could be that 

the funding capital is not released. These relationships are thus governed by contractual 

obligations that clearly establish the norms and sanctions that both parties have to follow.  

Furthermore, investors may actively contribute to a sparser network because of the roles they 

play in the network as soon as they become partial owners of the NTBF. EEF founders count 

on investors to bring in not only financial capital but also their own social capital and reputation 

for trustworthiness (legitimacy). The presence of external equity finance significantly changes 

the way entrepreneurs use their social capital to get access to resources. This occurs primarily 

in the following ways:   

1. Financial capital is a substitute for the founder’s own social capital: The presence of 

the financial capital that equity investors bring in (as they acquire equity in the NTBF) 

significantly changes the way co-founders access resources because the financial 

capital allows them to pay for resources they need. For example, instead of having to 

use their social capital to get access to resources, EEF co-founders can simply buy it 

(e.g., they can hire new employees or pay for the third-party services or suppliers).   

2. Equity investors increase the pool of social capital available to founders: Each equity 

investor investing in the NTBF can add to the stock of social capital available to the co-

founders. The investors themselves can (directly) help EEF co-founders to get access 

to resources, or they can use someone else (indirectly) in their network to help the co-

founders get access to resources. 
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3. Equity investors act as a multiplier of the available social capital: The presence of 

equity investors in the early phases will help in many ways to attract more potential 

investors in future rounds of equity capital raising in the subsequent phases. In some 

circumstances, the strong relationships equity investors have with each other are critical 

factors in influencing other (potential) investors to actually invest in the NTBF. In other 

words, current investors can bring more new investors and their social capital is 

therefore added to the pool of available social capital. The multiplier effect occurs in 

most EEF NTBFs, and it seems the earlier they get their initial investors on board, the 

greater the benefits generated in the following phases.        

In addition to the above, I found little evidence of the cohesiveness between the same types of 

actors (e.g., employee-employee or client-client relationships), and across actors (e.g., 

employee-supplier or supplier-client) identified for the bootstrapping NTBFs. For example, in 

the interviews, EEF founders rarely mentioned events that could lead to similarly strong ties in 

relationships between and across groups of actors. Obviously, strong ties between the same 

types of actors did exist in some EEF NTBFs. However, in our view, this was not as common 

as for bootstrapping NTBFs and was not something that the co-founders of EEF NTBFs sought 

to actively incentivise.   

5.4.3 Summary of findings: location decisions  

This section answers RQ 2 concerning the EEF entrepreneur. I present the most important 

findings and generative mechanisms that influenced how EEF entrepreneurs made location 

decisions within the four-phase time frame. I found that some location-related decisions and 

key events in EEF NTBFs tended to negatively affect the use of founders’ social capital in the 

founding location. There are some important reasons for that, as I explain below. 

Possibly one of the most important and noticeable characteristics of the negative effects of 

location decisions on EEF founders’ use of social capital in the founding location was with 

regard to their lack of autonomy in making these decisions. The EEF founders were not solely 

in charge of location decisions from phase one to phase three. This was a very important aspect 

of how location decisions were made and could significantly affect the entrepreneurs’ use of 

social capital. Because they did not have autonomy in location decisions, EEF entrepreneurs 

were not free to allow their personal preferences to guide and influence their location decisions. 

For example, contrary to the bootstrapping founders, EEF founders could not choose a sub-

optimal market entry location simply because investors would likely oppose such decisions.  
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Another notable feature was that across all phases, the founding location was comparatively 

less important for the EEF entrepreneur. This is because, in EEF NTBFs, the founding location 

is not usually where the founders have developed their (useful) social capital, and also not 

where the NTBF is selling or trying to sell the majority of its products/services. In other words, 

it appears that on a personal level, EEF founders do not necessarily need to stay in the founding 

location as often their social capital is not being used (e.g., to help the founder gain access to 

resources). In addition, I could identify that EEF founders were more preoccupied with quickly 

growing their operations overseas than in cultivating their relationships in the founding 

location. More specifically, they needed to ensure the growth and international expansion that 

investors usually demand, and in this scenario, the founding location inevitably becomes a 

lesser priority. 

In phase zero, the key events regarding location decisions were eminently, either neutral or 

negatively influencing the founders’ use of social capital in the founding location. The 

founding location is potentially an ideal ground for the founders to be able to explore personal 

social capital with family and friends. However, because the founders of EEF NTBFs did not 

have useful social capital (in the form of professional networks established in the founding 

location), the NTBF could be founded in another location. In other words, because EEF 

founders do not need to use their personal social capital and professional networks to help 

them, the founding location can be somewhere else without jeopardising the NTBF’s prospects.  

In phase one, it seems that EEF entrepreneurs were more comfortable focusing on exploring 

the market opportunities presented in overseas locations than in the founding location. It seems 

that as early as phase one in EEF NTBFs, the fact that the founding location is destined to only 

be the headquarters of the firm and where R&D is carried out is one the most important factors 

influencing the emergence of sparse networks. The logic behind this rationale is that their 

growth is more likely to come from selling products/services overseas rather than from their 

home market. Therefore, in EEF NTBFs, the founders are not focused on growing their 

presence in the founding location. Rather, they are more focused on growing their presence on 

larger markets overseas (typically the USA).  

Furthermore, in phase one, the founders of the EEF NTBFs do not necessarily need to be very 

careful when making location decisions. For example, they can use the financial capital made 

available by investors to explore overseas markets, visit potential overseas clients, and even 

establish their first subsidiary or sales offices. This usually means that as early as phase one, 
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EEF founders can make somewhat risky location decisions without necessarily having to 

identify a pre-existing demand for their products or services. For EEF NTBFs, while the local 

market may work well as a means for them to develop and test their innovations, their ultimate 

objective is to grow overseas as quickly as possible, often to the detriment of their growth in 

local markets. This will also mean that their decision to establish their first operations (apart 

from their headquarters) will tend to be overseas – not in their home market.  

EEF founders prefer to open up an office or a subsidiary in an overseas location. By 

concentrating their efforts on larger overseas markets (typically the USA), EEF founders will 

improve their chances of exploring their investors’ personal and professional networks, which 

can help them to not only commercialise their innovations but also to secure more venture 

capital. Profitability is not necessarily at the top of the EEF founders’ priorities, but rather 

growth, scalability, and becoming more visible to potential acquirers.  

In phase three, it became quite evident that EEF founders were not as close to their employees 

as their bootstrapping counterparts. This can be significant at this later stage in terms of 

influencing the location where EEF founders use their social capital. It was quite evident that 

EEF founders had developed little (or significantly weaker) loyalty or gratitude towards their 

employees. This made their social capital (locus: internal) comparatively less important. 

Combined with the fact that a trade sale (or some other type of exit) is usually both the founder 

and investor’s ultimate goal, keeping the founding location as headquarters and R&D may be 

the least of their priorities. In other words, if the EEF founders do not have a strong sense of 

loyalty towards their employees and if their ultimate goal is to find an exit event, then the 

founding location probably becomes less and less important as time progresses.  

With that in mind, it is possible to say that in phase three: 1) EEF founders will likely have 

little autonomy to make, for example, a location decision to keep the headquarters and the R&D 

functions embedded in the founding location; and 2) EEF founders are primarily concerned 

with growing their presence and visibility in overseas markets. This is due to their intention to 

facilitate a potential acquisition from an overseas buyer and to increase their valuation. Lastly, 

3) all of the above situations are conditioned on the stage of readiness and development of the 

NTBF’s innovations. If in phase three, the innovations are not ready for commercialisation, it 

seems that the founding location is probably a good place for the NTBF to keep their 

headquarters and R&D.    
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5.4.4 Other indicators of context over time and place 

This section follows the same principles and objectives as for section 5.3.3. However, the focus 

is on EEF NTBFs. As such, I present the mechanisms that were common within the group of 

EEF NTBFs. As previously mentioned, these are termed contextual generative mechanisms 

(Langley, 1999; Orton, 1997).  

Many commonalities and patterns were identified, and therefore, as with the bootstrapping 

NTBFs, the EEF NTBFs in the group were homogenous in many ways. Examples of the 

commonalities I identified are a) the pursuit of exploratory technologies in the early stages. 

EEF co-founders usually had little or no experience in the markets they intended to target with 

these exploratory innovations; b) prior to the foundation of the NTBF, the co-founders had 

developed weak or no ties within their intended target market and therefore their social capital 

was not very useful; c) early commercialisation and revenues in phase one were usually not 

achievable. However, if achievable, they were usually insufficient to foster planned growth and 

development of the technology. Therefore, most NTBFs needed more external equity finance; 

d) the pursuit of high valuation; and e) short-term planning, as an exit is planned from the 

outset.  

I will now elaborate further on the commonalities and patterns I found concerning the context 

of EEF NTBFs:  

1. The pursuit of exploratory technologies in which EEF founders usually are unfamiliar 

or inexperienced. Common ground in the narratives of EEF entrepreneurs was that after 

the foundation of the NTBF, the EEF founders pursued exploratory innovations. More 

specifically, they were developing innovations that were not directly related to their 

previous work experiences before founding the NTBF. Most EEF co-founders, 

therefore, entered a new field when they founded the NTBF. 

2. Weak or no ties within their intended target market: EEF co-founders usually arrived 

at phase one with a stock of personal social capital often not related to their intended 

target market, and therefore not very useful. Hence, EEF co-founders had to count on 

the financial capital provided by investors and on the investors’ social capital. 

Generally, the initial clients or beta users came on-board not because they trusted the 

EEF co-founders, but because they were interested in the innovations the NTBF was 

developing.  
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3. The pursuit of exploratory innovations (of which co-founders have no or little 

experience) described above hinders the ability of EEF entrepreneurs to achieve early 

revenues and overcome some of the resource scarcity that is typical in these early 

stages. In most EEF NTBFs, external equity finance was required to fulfil their need 

for resources (i.e., financial capital can be used to acquire most resources).   

4. The prioritisation of fast growth rates and the development and protection of IP: EEF 

co-founders (and their investors) were usually not concerned with the profitability of 

the NTBF in the early stages because raising new rounds of equity capital provided the 

means for them to acquire the resources they needed to grow the business. Instead, they 

tended to prioritise factors that would help to increase the valuation of the company, 

such as high growth rates and the development of a strong portfolio of patents.  

5. The co-founders have a plan, which must take into account the influence, the needs, 

and plans of its investors: Usually, the investors’ plans involved an exit (e.g., a trade 

sale, or an IPO). In this way, the EEF founders know that the relationships with internal 

and external stakeholders may be short-lived. Therefore, EEF founders might not put 

time and energy on developing strong internal and external relationships because, in an 

exit event, relationships could be terminated. Likewise, from the perspectives of 

internal and external stakeholders, because their relationships with the founders can be 

short-lived, they will not put time and energy into these relationships.    

However, as previously mentioned at the beginning of this section, I also found some 

differences between the EEF NTBFs. For example, the innovations being pursued by each of 

the NTBFs were at various levels of market readiness. Some were ready to be commercialised 

in phase one, while others needed much more development time to be market-ready. 

Consequently, I also found some differences concerning the timing and quantity of the equity 

finance they received. A more detailed explanation of these differences between the EEF 

NTBFs follows:  

6. Some EEF NTBFs were developing their own complex/exploratory innovations, which 

required a considerable amount of resources and long development times. At the time 

of the interviews, some of the EEF NTBFs could generate little or no revenue through 

the sales of their products or technologies, even after more than five years of operation 

(e.g., Tech8 and Tech11). In other EEF NTBFs however, their innovation was less 

exploratory and became market-ready in phases one and two. In these NTBFs, revenues 

could be achieved as early as phase one. It was, however, challenging for most of the 
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EEF NTBFs to establish regular revenue streams because in most cases the market was 

not exactly ready to adopt or purchase their technology/products, even if the innovation 

was ready to be commercialised.  

7. The timing and quantity of equity capital invested in initial and subsequent rounds: This 

aspect varied significantly between NTBFs and profoundly affected how entrepreneurs 

in the group used social capital. This occurred to the extent that some EEF co-founders 

experienced journeys that resembled bootstrapping entrepreneurs. For example, Tech9 

received the first round of investment relatively late in phase two, and therefore the 

entrepreneur had to bootstrap the NTBF up to that point. Similarly, Tech6 received only 

a small initial angel investment in the very beginning of their journey as seed capital 

and a second at a later stage when the firm was already profitable. Therefore, in Tech9 

and Tech6, the co-founders were bootstrapping the firm during the early revenue and 

early growth phases to some extent. In contrast, some EEF NTBFs (e.g., Tech5, Tech8 

and Tech12) attracted millions in venture capital through several rounds of capital 

raising across all phases. I tend to focus on the trajectory of the EEF NTBFs that went 

through a sequence of rounds of equity raising events throughout the four phases.  

5.4.5 Narratives in each phase: the voices of EEF founders 

As explained in Section 5.2, in process research, a generic story requires focal actors (i.e., 

protagonists and antagonists) and an identifiable voice (i.e., reflecting the actors’ viewpoints). 

In this section, I address these requirements by providing a more detailed and personified 

perspective on the evolution of entrepreneurs’ use social of social capital. More specifically, in 

this section, I bring forward the founders’ views about their key relationships in each of the 

four phases.  

The objective of this section is, therefore, to present the voice of the focal actors who are the 

protagonists in the generic story of the EEF NTBF. As such, whenever possible, I present the 

most representative quotes from the interviews with EEF entrepreneurs. The structure of this 

section follows the sequence and structure introduced in the visual mapping of the generic story 

of the EEF NTBF (section 5.4.1). For each phase (i.e., phases zero, one, two, and three), I 

describe what I consider to be the three most important relationships for the EEF entrepreneur.  

  

Phase zero: pre-foundation 
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• Strong, weak and no ties between co-founders 

Within the group of EEF NTBFs, there was considerable heterogeneity concerning the 

structural dimension of the social capital between the co-founders. A range of patterns was 

identified concerning the presence (or absence) of ties and the strength (or weakness) of ties 

between co-founders. For example, while in some EEF NTBFs there were strong previous 

relationships between cofounders (i.e., through work or study), in others the co-founders’ 

relationships only came to exist because they wanted to initiate the NTBF. It seems, therefore, 

that within the EEF NTBF group, pre-existing levels high of trust between co-founders were 

not as critical, and these co-founders were willing to take the risk of entering a business 

partnership without a deeper understanding and trust in their future business partners. 

Techs 5, 6, and 12 provided examples of how the relationships between cofounders could have 

been initiated just before the foundation of the NTBF. For example, before the foundation of 

Tech5, the co-founders had agreed they would need another co-founder in their team with more 

commercial and marketing expertise. They found someone suitable by asking a local incubator 

programme to recommend a person. Then after a short trial period working together, the three 

co-founders decided to join forces and officially found the NTBF. Examples of stronger ties 

between co-founders of EEF NTBFs were found in Techs 7, 8, 10 and 11. 

• Strong and weak ties with friends and family  

EEF co-founders can also count on friends and family to provide for their basic needs. 

However, this was not a strong feature of the beginnings of the EEF co-founders. It appears 

that the use of friends and family by EEF entrepreneurs at this stage was more targeted toward 

getting them to invest in the venture they are about to start up. This is exemplified in an excerpt 

from the interview with Paul, co-founder of Tech7. He explained that co-founders brought 

several of their friends and family together in one place so they could match the initial round 

of angel capital raising: 

So for the first round, we knew we wanted about $300,000, and we knew that between 

the VC arm of the telecom and the government arm of VC investment would have 

about 2/3 of that, but we also want to prove that we could raise from other people as 

well. There was a number of friends that had expressed interest in what we were 

doing and sort of mentioned off the cuff that they would love to invest one day if they 

had the opportunity. So we put them to the test and got them in one room. Then we 
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explained what we were doing and what we would be using the money for, and if they 

were interested, they could be involved in this round of funding. And there was 

probably about 9 out of 10 who took it up. 

• Weak ties in the intended target market 

Common ground identified in the narratives of EEF founders was that before the foundation of 

the NTBF they accumulated their social capital in markets that were not directly (or explicitly) 

related with their NTBF’s intended target market. In other words, the entrepreneurs’ existing 

social capital provided a poor network in their intended target market, as the EEF founders had 

accumulated not very useful social capital in their years before founding their NTBFs. Their 

social capital can thus be considered misaligned with the main economic activities pursued in 

the NTBF. As such, EEF entrepreneurs did not have strong relationships in their intended target 

market that would be helpful in gaining access to the resources they needed after the 

foundation. This was significant because they mostly had to start from the beginning to develop 

trusting relationships with potential new clients or users and with potential new employees. 

It is important to be clear that the difference here is not about whether or not social capital 

exists. Instead, it is about the low utility of that social capital. The low utility is because EEF 

entrepreneurs have developed poor networks in their intended target market. Obviously, the 

EEF entrepreneurs had also developed social capital before the foundation of the NTBF. In 

fact, many of the EEF entrepreneurs were highly experienced professionals (e.g., engineers or 

software developers). However, compared to the bootstrapping entrepreneurs, their social 

capital was weak (or misaligned) in terms of contacts within the NTBF’s primary target 

markets or areas of economic activity. When looking closely at the previous work experiences 

of the EEF founders, it is possible that such misalignment occurred because of the intention to 

pursue exploratory innovations. Often these exploratory innovations targeted new markets that 

did not have an existing customer base.  

In this way, EEF entrepreneurs started their journey before the foundation of the NTBF with a 

relatively disadvantaged stock of social capital when compared with bootstrapping 

entrepreneurs. This is because, while bootstrapping entrepreneurs had the chance to develop a 

rich network of co-workers, previous bosses or suppliers, that could promptly directly assist 

them by becoming new clients or providing referrals for new clients and new employees, EEF 

entrepreneurs did not. In sum, while EEF entrepreneurs’ social capital had some utility, it was 

not as useful as the social capital of bootstrapping entrepreneurs. 
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Phase one: foundation/early development/early commercialisation 

• Strong and weak ties between co-founders 

As previously indicated, I encountered a range of strong and weak ties between the co-

founders, and this continued in phase one. In combination with the fact that many of the EEF 

NTBFs were pursuing exploratory innovations, I believe this led the founders of the EEF NTBF 

to be a lot more flexible in terms of the purpose and identity that they wanted for the NTBF. In 

other words, in the typical NTBF story, co-founders who (at times) barely knew each other 

joined forces to try to commercialise an exploratory innovation which, in many cases, did not 

even have an existing market. As such, the co-founders had to be flexible in terms of what they 

wanted to achieve with their NTBFs – e.g., their main objectives, what markets they would 

target, and how they would build the NTBF’s identity   

This is exemplified in the excerpt below, where Wayne, the co-founder of Tech12, describes 

how their idea for a technology potentially had multiple applications for multiple locations and 

industries. They only decided which market to target after they tested and validated their ideas 

with market players. This, it was only after choosing a target market that these founders could 

work on the identity of their NTBF.   

It was more of a process than anything, an evolution process, you know.  We, we had 

three co-founders when we first started actually. And we just came up with an idea for 

technology without knowing how to commercialise it first, but understanding that it 

was valuable. And then the process that we took from there was validating the 

different ways that we can commercialise that…” continued…“we didn't know what 

market we were going to target, we didn't know what industry as well we were going 

to target.  So we actually validated, we went out and validated the application of our 

technology with the music industry, the movie industry, the games industry, the TV 

industry.  And then we decided after that to focus on the television industry 

• Weak ties in the target market 

As previously described, EEF founders started their journey with a poor and misaligned stock 

of social capital. In phase one, this poor network in the NTBF’s intended target markets 

affected the way EEF entrepreneurs used social capital. For example, they had to develop their 

networks in their intended target markets from scratch. They simply had to build their network 

without relying on the trust of other actors (unlike the bootstrapping co-founders). Instead, EEF 
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co-founders had to do cold calling, for example, in order to build relationships with potential 

clients. In addition, the novelty and potential utility of their innovations were in many cases, 

what opened the doors to their first potential clients, or beta users. 

 Accordingly, in EEF NTBFs, these initial relationships between the NTBF co-founders and 

potential clients in their target market seemed to be more transactional and based more on 

market relations than on mutual trust. In other words, these relationships were very rarely about 

a trusted relationship that was initiated and nurtured over time in a professional setting. Instead, 

it was more commercial interest in the technology that fostered the beginnings of relationships 

with their first paying customers or beta users.  

 Therefore, the relational dimension of trust/trustworthiness with potential employees and 

potential clients is in many ways secondary for the EEF founder. This is evident in the interview 

with Paul, co-founder of Tech7. He explained that none of the co-founders had any experience 

within their intended target market. However, after realising that two different actors shared an 

existing problem, the co-founders developed a product/technology that would help to solve this 

common problem. This was sufficient to bring the actors together, but none of these actors in 

the newly formed networks necessarily had high levels of trust. Instead, they would become 

part of the network because the technology could help to solve their common problem.   

Yes, so the interesting thing is that none of us was from a retail background or police 

background, which was unique in a way that we could see what their problems were 

on both sides and try to build a solution around that. Whereas for years, both parties 

have talked about it. There is nothing that they could do, but they got off the ground 

because they could not think about that. Whereas we see it from scratch. How can you 

use technology and build some software that will hopefully solve these problems 

which are really unique in that way. And being a third-party as well is that in the 

industry, there was never any cohesion around - if they were going to do it 

themselves, who would do it? How will it work? Who would run it? So it is perfect for 

them. 

Soon after getting their first large retailer as a customer (by cold calling and presenting a beta 

version of their software), the entrepreneurs started building up their networks within the retail 

industry and within the local police community. All actors in this network were interested and 

would benefit from the technology they were developing. Therefore, it is possible to say that 

their explorative technology was a catalyst for this process of network formation. In this 
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process, two groups of actors started developing ties with each other and with the co-founders 

of the NTBF because they were all interested in the technology itself.  

In addition to using their innovations as a catalyst to form their networks, EEF founders find 

themselves in a situation where they have to establish networks in their target market by 

themselves. They do so in many different ways. For example, they can use their investor’s 

social capital to be introduced to potential clients, or they can cold call potential clients and 

then hope to develop a strong relationship with them. More importantly, they use newly 

established commercial relationships with their new clients to project their trustworthiness to 

other market players. Again, their trustworthiness here does not rest on having an established 

professional track record in that market (like bootstrapping entrepreneurs do). Instead, they use 

a range of things such as the novelty and utility of their innovations, the reputation or size of 

their customer base, and even the reputation of their investors in order to gain trustworthiness 

in their market and overcome the liability of their newness. This is exemplified in Paul’s, co-

founder of Tech7, interview excerpt below:  

And, someone like this chain of supermarkets being the second largest employer in the 

country so it is a big business. There is a lot of credibility around working with 

someone like that, and working again with the police. In the past, we did it early on 

that got people like the biggest homeware retail chain to come to those meetings (so 

there are the retail meetings that we were invited to present at). Normally, at those 

type of events and functions that you meet those people from other businesses. The 

New Zealand Retail association - used to run these events, with the loss prevention 

managers from across the country, would meet once or twice a year and we ought to 

go to those and meet a few people like that. But then again for us, because there is 

nothing to compare us to in terms of doing the same thing, we are really had to show 

them the value. We are lucky to have the supermarket chain on board and say “we 

would give it a go” without knowing what the outcomes are and having them as 

customers… 

• Weak ties with early investors 

In most EEF NTBFs, the co-founders had weak or non-existent ties with their first equity 

investors. It appears that in order to put the first round of equity investment in place, there was 

little need for high levels of personal trust between co-founders and their first equity investors. 
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I now look at the development of these weak ties from the perspectives of the first external 

equity finance investors and the EEF founders.    

Instead of developing a personal relationship based on high levels of trust with EEF founders, 

early investors are, in fact, more interested in the market and growth potential of the innovation 

itself. In most EEF NTBFs in the sample, initial equity investors embraced a more market-

oriented relationship with their investees and therefore could quickly overcome low levels of 

trust in relation to founders. Initial equity investors used many mechanisms to overcome a 

potential lack of trust in their investees. For example, they released the first equity capital in 

tranches that were usually are conditional to the achievement of milestones, such as technology 

development and growth targets.    

From the perspective of EEF co-founders, it appears that they started developing their 

relationships with investors just before the investment was made. As such, in most case studies, 

EEF founders did not have already existing and mutually trusting relationships with their 

investors. Instead, they used the potential of the innovations that they were developing (or 

planning to develop) to spark interest and start developing a relationship with potential 

investors. In some situations, the co-founders used their personal social capital to be introduced 

to potential investors. In other situations, the co-founders made cold calls and introduced 

themselves in orders to meet with potential investors. These initial ad-hock relationships 

between EEF founders and their equity investors were identified in most NTBFs, as 

exemplified in the founder of Tech8 Ronald’s interview:   

We actually just started to look at venture capitalists and funders and things and 

came across XYZ Ventures in New Zealand, in Wellington, who was a small venture 

capital fund. And we talked to them, they were the second people we talked to. The 

first people we talked to were not in our space, so really the first people we talked to 

in our space was XYZ Ventures. And they arrived at my home, had a look at the 

device, were pleasantly surprised… to see we actually had something that worked and 

was kind of “near there”. So they agreed to invest pretty much there and then, and 

that was as much looking as we had done. I was not experienced at the time in 

funding start-up businesses like this, I had never done that before. I had been in a 

start-up but that had come across money, and it was not a sort of a planned route. So 

this was a new experience for me. So we took some XYZ Ventures’ money there.  The 

money came in 3 tranches, to get to a product where we could start selling. 
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(continued). Milestone based, those milestones were met, the money was paid more or 

less on time and for the first year actually, all of that process was very 

straightforward. 

Another aspect of the relationships between EEF founders and their initial investors is the fact 

that some EEF founders were very strategic and selective as to which investors they would 

allow in their first round to provide seed capital. This was exemplified in the way some EEF 

founders made their decisions on whom they chose (or allowed) to invest in their NTBFs. For 

example, in the following except, Amber, founder of Tech10, mentions she strategically chose 

investors with social capital, not only in their industry but also investors that could bring more 

investors and invest more when needed.  

…(continued) we were very fortunate. We oversubscribed, very heavily, so we had a 

selection of investors to choose from. And we tried to fit most of them in, but again, 

we have prioritised investors whom we consider to be strategic, where they bring 

connections with them internationally, and industry, and in the investment sector 

itself. Or where they have significant opportunity for follow on. So that is how we 

have made those calls. 

Phase two: early commercialisation/early growth 

• Weak(er) ties with clients and suppliers  

Depending on how ready their innovations were to be commercialised, co-founders started to 

develop their initial relationships with their potential clients. Similar to the previous phase, 

EEF co-founders tended to start their relationships with their paying customers by establishing 

initial contact and demonstrating the advantages of their innovations. EEF co-founders tried to 

create a good reputation for themselves and for their NTBF by communicating to the market 

that their innovation or technology is worthwhile. They could do that by highlighting they were 

reaching development milestones for example, or that they been successful in commercialising 

the technology. With suppliers, their relationships tended to be weak too, because usually, the 

EEF founder had the financial capital to pay for the supplies they needed. 

The main characteristic in this structural and relational dimension of the social capital here is 

that EEF founders are still trying to establish new relationships with their initial clients, simply 

because for some EEF NTBFs, their innovations were not ready for commercialisation in phase 

one. As such, when comparing the relationships that EEF founders and bootstrapping founder 
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have with their clients and suppliers, I can understand that EEF founder has developed in this 

phase, much weaker relationships with these actors. On the one hand, bootstrapping founders 

were in this phase, getting referrals from existing clients and suppliers already obtained in 

phase one. Therefore, bootstrapping founders were not only strengthening their own ties with 

clients and suppliers, but they were also growing the strength of ties that these actors had 

between themselves (e.g., client-client). On the other hand, most EEF founders would be still 

trying to develop their innovations fully and to convince the first potential clients that their 

innovations were worth a try. In this way, the overall type of relationships between EEF 

founders and their clients and suppliers would have weaker relationships.  

• Weak(er) ties with employees 

The EEF founders’ approach to hiring new staff members was usually based on the availability 

of financial resources obtained from equity investors. No EEF entrepreneurs mentioned trust 

(in their newly hired employees) as a significant factor in their hiring process. This likely means 

that in the hiring process, EEF entrepreneurs rarely counted on a trusted (social capital based) 

relationship they themselves had with candidates. In addition, their relationships with staff 

members seemed to have a lower level of mutual trust involved at the outset. This is because 

often their working contracts are contingent on the availability of financial resources, and 

therefore employees likely face lower risks working for them.  

This was exemplified in several of the EEF case studies in which entrepreneurs expanded their 

human resources base depending on their flow of new external equity investments. It also 

appears that because employees were hired according to the availability of financial capital, 

they did not start their relationship with their employers feeling they were owed something as 

they were receiving normal, market rates. Thus, while they faced the risks involved with 

working for a start-up company, it appears there was little no or social capital involved as their 

salaries were at market rates. This was evident in Kennedy’s interview (Tech5):   

I guess the main driver for the funding was to increase our engineering base.  So on a 

day to day basis I'd always have some sort of HR or growth plan, and we would be 

kind of waiting, waiting, waiting, holding off, and then once we got that investment 

then we would start drip feeding people in.  So what it meant on a day to day basis, is 

initially when it was just myself, I'd be wearing many hats, whether it is design or test 

or management.  It just helped me get more and more focussed, and initially, I guess 

move more into a program management/people management role…(continued) So 
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yes, I guess with each funding round it just helped us within the company create more 

differentiated and focussed roles, and that ultimately let me focus on the direction I 

wanted to head in, which was managing projects and managing technology mostly. 

It is important to highlight that it is not the case that EEF entrepreneurs do not use their 

employees’ social capital to get access to resources. They do, but it appears that their 

relationships with these key employees are also transactional and based on market relations 

instead of being initially forged on mutual trust (as they are in bootstrapping NTBFs). This is 

exemplified by Kiley, Tech9 co-founder, who explained the importance of having a very well 

connected chairperson in their board of directors to compensate for his own lack of network in 

their target market. Their relationship existed because the chairperson was being paid an 

expensive salary. Only in this way could he tap into the chairperson’s network (not because 

they had developed a trusting relationship): 

…networking, and channel partners are really key to our growth. And having a board 

(chair) that is well connected and aggressive, again, who understands the market you 

are in, I think is really key for us. And we are very lucky to have a very good 

chairman on board, who is incredibly well networked, and has also, is reasonably 

aggressive in his approach. And it kind of, takes one of the barriers, particularly from 

a small business point of view, I think people find, and certainly, I have found it. Often 

you find yourself playing a lone ranger. You do not necessarily have networks to 

connect into, or people to leverage off for different ideas, etc. And being able to hook 

in, and get value from those people, even though you might necessarily have to pay 

for them, is certainly of value. 

• Weak ties with investors 

As previously mentioned, in most EEF NTBFs, the relationships between the founders and 

their investors start as a market relationship. I believe this market relationship continues over 

phases two and three. These relationships can evolve quickly from the initial contact to the 

time when the first portion of the investment is made. However, it appears rare that a mutually 

trusting relationship is built. Instead, it appears that the founder and their investors will tend to 

improve or deteriorate their relationships based on performance. In addition, a contributing 

factor can be the market potential for the innovation that is being developed or the potential 

return on investment. Both are critical factors for investors. Investors can come on board with 

no previous knowledge of the NTBF, for example, when a broker introduces them. This is 
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exemplified below, as Kiley the founder of Tech 9, describes their second round of equity 

capital raising.  

We came across another broker, who had contacts with high net worth individuals, 

and he believed that he could fit us reasonably well with this particular Southeast 

Asian syndicate. Which ended up being the case. They have, you know, like I said, 

invested in us reasonably heavily, they are also networking with us to help grow our 

business in that Southeast Asian market, which is great. You know, we still, we have 

got some goals to tick as part of that process. We have got some set milestones to 

reach, to make sure that we receive the next round of funding as part of that process. 

And they have been reasonably hands-off, to be fair. You know, it has been six 

months, and come December we have got some milestones that we need to reach, and 

we probably, to be fair, at this stage we are still reasonably on track with those, 

which is good. But I am not necessarily sure that every investment syndicate would be 

as hands-off as these guys have been. But the relationship so far has been pretty good 

I also identified that when NTBFs needed new rounds of external equity finance in this phase, 

they would count on their current external equity investors to attract more new investors. This 

usually occurred when one of the largest leading investors in an NTBF led the new round of 

equity raising capital. As such, they would talk, negotiate and convince others in the VC 

industry (i.e., their social capital) to invest in the new round. In this way, despite not themselves 

necessarily having direct strong ties with the EEF co-founders, most equity investors would 

lend their reputation and credibility to help founders to attract more new investors.  

Again, the situation described above is not the rule, but it occurred in most EEF NTBFs. 

However, it is not the trust that current investors have in the co-founders that is critical to the 

founders being able to borrow the investors’ social capital. Instead, several factors, other than 

trust, could be at play. For example, things like the performance of the EEF NTBF, their 

achievement of milestones, the path to commercialisation, and the potential increase in the 

valuation of the NTBF are factors that current investors may use to convince other investors to 

invest in the new round. When investors hold controlling stakes in the NTBF, the trust they 

have in co-founders is particularly irrelevant. 

Phase 3: commercialisation/growth/expansion 

• Weak(er) ties with clients and suppliers  
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Central to my argument is that in this phase, the EEF founders appeared not to be particularly 

worried or preoccupied about establishing direct, strong ties with their clients and suppliers. In 

previous phases, EEF founders initially established weaker – and most of the time – indirect 

relationships with these actors. I also identified that these weak relationships with clients and 

suppliers seemed not to evolve over time. Such a lack of development seems to occur because 

EEF founders often prioritise quantity over quality with regard to their relationships with 

clients and suppliers. For them – and for their investors – fast growth can translate into more 

revenue and therefore, higher valuations.  

It is important to note, however, that I am not arguing that EEF founders do not establish strong 

relationships with their clients at all; I argue that they rarely do. For example, only the Tech6 

co-founder actually mentioned the importance of strong ties and relationships they had 

established with their clients. The Tech6 co-founder was the only EEF founder who 

communicated a belief that relationships with their clients were one of the most critical 

competitive advantages. According to the co-founder, the fact that they are a two-sided 

marketplace requires them to build trust with clients. However, it became evident that Tech6 

was an exception because no other NTBF co-founders communicated a belief in the importance 

of the relationships they had developed with specific clients.  

• Weaker ties with employees 

As demonstrated in the previous phase, the relationships between co-founders of EEF NTBFs 

and their employees continued to be weak, but more importantly, there were some imminent 

threats to the continuity of these relationships in this phase. These threats to the relationships 

between EEF founders and employees arose both when the NTBF was achieving success, and 

when it has been struggling with its development and the achievement of milestones. This 

mainly occurred for the reasons outlined below. 

 First, weaker ties with employees stem from the fact that EEF co-founders – willingly or 

unwillingly – can become peripheral in the relationship with their employees. This is because, 

as previously mentioned, investors can be actively involved in the management of the NTBF, 

and therefore become another boss to whom employees owe hierarchical allegiance. For 

example, this was evident when Ronald, against his will, was removed several times from the 

position of CEO of Tech8. Not being the CEO effectively meant he was not in charge of guiding 

the NTBF and its employees.  
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Second, if the NTBF is struggling, for example, through not achieving milestones and running 

out of financial capital, the very existence and continuity of these relationships are threatened. 

EEF founders generally rely on the availability of financial capital to pay for the employee’s 

salaries.  Therefore, if the EEF founders are running out of financial capital, employees can 

lose their jobs. Such a situation can be avoided through a new round of equity investment, or 

through the sales of their products and services.  

Third, exit events such as a trade sale are always possible for EEF NTBFs. These exit events 

represent the most significant threat to the continuity of the relationships between the founders 

and their employees. This is primarily because exit events can occur at any stage of the NTBF’s 

development; it can occur both when the NTBF is successful or unsuccessful in the 

development and commercialisation of their innovations. The more short-term oriented the 

leading investors are, the quicker those trade sales can occur. For example, the leading investor 

in Tech11 had a very short-term investment horizon. Even before making his initial investment 

in Tech11, he had already contacted large firms that would potentially acquire the NTBF. 

According to the Tech11 co-founders, they started their journey knowing exactly which large 

firms would potentially buy them out and precisely what they would need to see in the 

technology to make a decision.  

Thus, some EEF NTBFs, like Tech11, were explicitly and premeditatedly targeting an exit 

event. Others were more subtle and discrete in their approach to exit events. However, the 

significant contributing fact I am raising here is that all EEF NTBFs are in one way or another 

for sale at any stage of their development.     

• Weak and/or no ties with investors 

Relationships between co-founders and their investors were also very heterogeneous after a 

few years of operation. On the one hand, I identified co-founders that resented their 

relationships with their investors. It was even possible to identify relationships that turned sour, 

causing co-founders to be bitter about their investors as they reflected upon their experiences. 

This occurred for example, with Tech8 co-founder Ronald, because early in the development 

of the NTBF he lost control and autonomy in decision-making:  

So when there was less of us we were able to move more quickly through things as the 

company grew or as the people with influence, numbers of people with influence 

grew, particularly the funders and investors. That slowed everything down horribly 
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because they had views on what should be done and shouldn’t be done without 

necessarily having the closeness to the project or the closeness to their technical 

understanding or the market understanding. And for example, we did not build a 

certain type of device until a very late stage. Which mean that we, because we did not 

have this certain type of (quickly adjustable) device, we did not have a device for sale. 

So we could not put people into the devices for them to try it. (continued) Well, I think 

they deserve a voice for their money, you know, absolutely they do.  I mean, but it 

doesn’t mean you undervalue the other part which seems to be the inequality that you 

get just now, is that money seems to speak louder than that sweat or that knowledge.   

In addition to the above, after so many funding rounds, he and his co-founder ended up with 

almost no equity in the NTBF they had founded. Effectively, they had to exit the firm.  

I think we have on the books about 4% each, but there is a whole lot of warrants and 

dilution and options and things in there. So I think at the end of the day we come out, 

it’ll be half that. So you sell the company for a hundred million, that’s two million 

dollars, I threw a one million dollar house into it. You know that is just straight away. 

And after 13 years, two million dollars is a lot of money in anyone’s book, but over 13 

years that is not that much gain per year. If I had invested in property in New Zealand 

I would’ve made more. So there are certainly times when ‘I have been more loyal to 

those investors may that outweigh that and there is little acknowledgement 

somehow…So I think the shareholder alignment thing, we come back to that, is not 

necessarily even the obvious things of saying: well I’m going to do a medical device 

company, “I want a medical device funder”. It might be “I want a silent investor” 

and here is a silent investor, so it suits both of us’. It might be “I want access to 

China” so here is an investor who has got businesses in China who and give us 

access. You know, there might be an alignment in some other way, but there has to be 

that alignment, there has to be the discussions upfront. And yes, it can all go wrong. It 

is when it gets difficult and when things are difficult. Things will be difficult in any of 

these journeys because you are entering an unknown. (continued) Everybody is in the 

building because we started this idea.  How much is that worth? I mean it is a two-

way street as well. I think it’s often seen as a one-way street where there’s inventors 

or founders out there that are looking for money and these angels, even take the 

name, funders, out of the goodness of their hearts and their kindness, you know, what 

would they do with their money if it wasn’t for us? How would they make money if it 
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was not for us? We are providing as much a service to them as they are providing to 

us. There is no growth in their capital if they do not have companies to invest it in. 

Yes, there is risk associated with these things, but everybody is taking part of that risk.   

Other co-founders happened to maintain good relationships with key investors. However, none 

of the co-founders of EEF NTBFs mentioned that their relationships with their investors 

became a social relationship based on mutual trust. In other words, none of the EEF co-founders 

expressed that some of their investors became their close friends. This could indicate that the 

relationships between EEF founders and their investors did not evolve much over time. It 

appears that they started as market and hierarchical relationships (that were not necessarily 

based on strong ties and mutual trust) and stayed that way. It appears that even when the 

performance of the NTBF was meeting the investors’ expectations (e.g., by achieving 

development or commercialisation milestones), relationships between co-founders and 

investors seemed not to easily evolve, for example into a close and trusting friendship.
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Chapter 6. Cross-group Analysis and Discussion 

6.1. Visual mapping: comparing the two generic stories 

The visual map introduced in the compares the two generic stories and demonstrates how over 

the four-phase timeline network cohesion emerged in bootstrapping NTBFs, and sparse 

networks emerged in EEF NTBFs. In the following sections, I will explore the details about 

such emergence occurs, and discuss the findings. 

 

 

 



 

 
 

 

Figure 8. Comparative visual mapping: Bootstrapping vs EEF NTBFs across four phases 
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6.2. Answering the overarching RQ: The effect of early-stage finance on the 

territorial embeddedness of NTBFs 

As previously explained in Section 1.2.2, the theoretical foundation for this study on how the 

emergence of territorial embeddedness occurs is drawn the model of embeddedness proposed 

by Hess (2004). As such, his model of embeddedness also provided the theoretical grounds for 

the creation of the two sub-research questions, as demonstrated in Figure 9 below. In Chapter 

5, sections 5.3 and 5.4, I answered these sub-research questions and presented the within-group 

findings for the bootstrapping and EEF NTBFs. I did so by presenting one generic story for the 

group of bootstrapping NTBFs and one generic story for the group of EEF NTBFs. In these 

two generic stories, I demonstrated how the entrepreneurs used their social capital (i.e., its 

structural and relational dimensions), and made location decisions.  

Now, in this and in the following section, I will compare, contrast and discuss the two generic 

stories in order to finally answer the overarching research question: How do the two most 

common forms of early-stage financing of NTBFs affect the emergence of the territorial 

embeddedness of these firms in their founding location? 

 

 

Figure 9. Research questions and fit with the model of embeddedness: the last stage  
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Overall, sections 5.3 and 5.4 of the previous chapter demonstrate that the two most common 

forms of early-stage financing do affect the territorial embeddedness of NTBFs in their 

founding location in significantly different ways. The findings indicate that within the four-

phase time frame, bootstrapping NTBFs are potentially more territorially embedded in their 

founding location than their EEF counterparts. This is demonstrated in Figure 10 below, where 

I present the suggestive model of emerging territorial embeddedness of NTBFs in founding 

location.  

Below, I present how I arrived at this suggestive model and conclusion. Points 1 and 2, are a 

brief summary of the founders’ use of social capital, and points 3 and 4, are related to their 

location decisions:  

1. Over time, bootstrapping founders used social capital in ways that fostered a much more 

cohesive network both within and outside the firm. Bootstrapping founders initiated 

and maintained a position of centrality in their networks. In addition, they actively 

developed strong, direct ties with the most important stakeholders (e.g., employees, 

clients and suppliers). These relationships were usually based on mutual trust and can 

be seen as what Adler and Kwon (2002) have classified as social relationships.  

2. On the other hand, EEF founders developed a much sparser network, both within and 

outside the firm. Because of the availability of financial capital and the presence of 

external equity investors in both the ownership and control of the firm, EEF founders 

were pushed to a peripheral position in their networks. In this way, EEF founders ended 

up developing weaker ties with their most important stakeholders (e.g., investors, 

employees, clients, and suppliers). EEF founders and other actors (such as their 

investors) generally used norms and sanctions, obligations and expectations to govern 

these relationships. As such, these relationships can be seen as what Adler and Kwon 

(2002) have classified as market and hierarchical relationships.  

The differences explained above suggest that bootstrapping founders will tend to be much more 

embedded in their founding location networks than their EEF counterparts. In section 6.3 of 

this chapter, I will present a detailed discussion of the most important factors influencing the 

emergence of cohesive networks in bootstrapping NTBFs and sparse networks in EEF NTBFs.  

3. Over time, bootstrapping founders have autonomy and seem to make safe location 

decisions while prioritising activities in their founding location for longer. In general, 

within the four-phase time frame, their location decisions seem to positively affect their 
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use of social capital in the founding location. Bootstrapping founders want to build a 

business for the long run. Moreover, for bootstrapping founders, growing and 

maintaining activities embedded in the founding location is important, mainly because 

they believe their loyal employees are also embedded in the founding location (i.e., they 

have their families and friends in the founding location).  

4. On the other hand, EEF founders have much less autonomy, and yet because they have 

access to financial capital and their investors incentivise overseas growth, they seem to, 

prematurely, make riskier location decisions and prioritise activities in foreign 

locations. In general, within the four-phase time frame, most of their location decisions 

seem to negatively affect their use of social capital in the founding location. Most EEF 

investors – and some EEF founders – seek to build a valuable business as quickly as 

possible. To them, growth in overseas markets goes hand in hand with becoming a more 

valuable business. Moreover, becoming a valuable business is more important than 

maintaining activities embedded in the founding location.  

These differences detailed above suggest that bootstrapping founders will tend to (more 

actively) seek to configure and nurture their founding location networks. In contrast, their EEF 

counterparts will (more passively) follow investors’ priorities for configuring and nurturing 

networks in overseas locations. In section 6.3 of this chapter, I will present a detailed discussion 

of the most important factors for these different approaches to location decisions. 

 

 



 

 
 

 

 

 

 

Figure 10. Suggestive model of emerging territorial embeddedness of NTBFs in founding location.
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6.3. Comparative findings and discussion: cohesive or sparse networks 

It is important to note that in the comparative findings and discussion I present below, I follow 

process research principles and characteristics (Langley, 1999; Pentland, 1999; Pettigrew, 

1985b) already explained previously in Section 1.4 and Chapter 3. In line with these principles, 

I do not claim that the list of comparative findings I present here is exhaustive. Instead, what I 

bring forward in this section is my interpretation of the most important factors with regard to 

the impact on the emergence of NTBFs’ territorial embeddedness of the way that entrepreneurs 

use social capital and make location decisions.  

Furthermore, the comparative findings and discussion below incorporate my interpretation of 

how these significant factors are intertwined with each other – and with contextual factors – 

and how they have affected the emergence of the territorial embeddedness of the bootstrapping 

and EEF NTBFs. Again, I do not claim to have established all possible causations within and 

between these factors. As Pettigrew puts it, causation in process research is “neither linear nor 

singular” – rather, it can be “explained more by loops than lines” (Pettigrew, 1990, p. 269). In 

the discussion below I am therefore more concerned with highlighting some of the more 

noticeable and justifiable causations and the “sequential interconnectedness among phenomena 

in historical, present and future time” (Pettigrew, 1990, p. 270). 

6.3.1 Social relationships vs. market and hierarchical relationships 

Adler and Kwon (2002) argue that in order to understand how social capital is formed (and 

used), it is essential to understand the social structure in which social capital occurs. 

Understanding this social structure requires differentiating between three different types of 

relations: (1) market relations, in which “products and services are exchanged for money or 

bartered”; (2) hierarchical relations, in which “obedience to authority is exchanged for material 

and spiritual security”; and (3) social relations, in which “favours and gifts are exchanged” 

(2002, p. 18).  

One of the main differences between the bootstrapping founders and EEF founders’ use of 

social capital lies in the different types of relationships the founders established. Bootstrapping 

founders were primarily oriented toward building social relationships as opposed to market and 

hierarchical relationships. In social relationships “favours” are exchanged and given at some 
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point in time with the expectation they will be returned later. In these relationships, trust 

between actors governs their tacit terms of exchange, and the exchanges are per se diffuse, 

symmetrical and mostly not explicit (Adler & Kwon, 2002). I identified that bootstrapping 

entrepreneurs were more deeply engaged in building social relationships with their main 

stakeholders and that this continued throughout the period I investigated in this research 

(phases 1 to 3). The following principle guided their ways of developing these social relations: 

bootstrapping founders need help to get access to resources. Many internal and external actors 

help bootstrapping entrepreneurs to buy or borrow access to these resources. Bootstrapping 

founders are grateful for such help, and therefore during their journeys, they return favours and 

create mechanisms to compensate the all internal and external actors who have helped. 

The social relations the bootstrapping founders built internally and outside the firm were 

therefore usually based on their initiative, willingness, and the actual need to create mutually 

trusting relationships. For Arregle et al. (2007) “higher levels of social capital are generally 

developed in contexts with substantial mutual interdependence” (p. 76). Many other social 

capital scholars concur with their views (e.g., Coleman, 1988; Nahapiet & Ghoshal, 1997; 

Rodríguez et al., 2010). In the case firms, these higher levels of social capital occurred, for 

example, with their initial employees. These employees often joined the bootstrapping NTBFs 

under unfavourable conditions. However, because they trusted the founders, they believed they 

would be better off in the long run, if they decided to make some initial sacrifices and join the 

NTBF.  

Similarly, especially in phases one and two, their external relationships with their clients and 

suppliers were filled with mutual trust and reciprocal favours. For example, their first clients 

took considerable risks in working with a young firm with no track record. Subsequently, after 

receiving a high-quality product or service, these first clients were happy to help the 

bootstrapping founders and refer them to other firms as quality suppliers. Ultimately, because 

bootstrapping founders do not have external equity funding to count on, building up such 

relationships with their clients and suppliers is of the utmost importance for the continuity. 

Indeed, it is through revenues and retaining profits that bootstrapping founders can grow their 

NTBFs. 

In contrast, EEF founders find themselves with financial capital, which is then deployed in 

getting access to the non-financial resources they need. This was one of the most critical factors 

determining the sparse networks and prevalence of market and hierarchical relationships in the 



 

167 
 

EEF NTBFs. Such networks and relationships were found, for example, in their internal 

relationships with employees and between the founders of the NTBFs and their investors. For 

example, EEF founders did not claim their relationships with initial employees as vital. Neither 

did they mention how mutual loyalty developed over time. These noticeably weaker ties likely 

occurred because their relationships with employees were initiated based on the availability of 

financial capital that allowed the founders to hire employees. Employees were hired (usually) 

at market rates. Therefore, neither of the two parties owed favours to the other. 

Likewise, the relationships EEF founders established with their investors seemed to be 

(usually) purely commercial and based on what Adler and Kwon (2002) have characterised as 

market and hierarchical relations. At the moment, investors acquire a stake in an NTBF, their 

relationship with the founder changes to become considerably more hierarchical, and this 

hierarchical power increases proportionally to their stake in the NTBF. In addition, the 

relationships between investors and founders have several market characteristics. For example, 

their relationships can be fragile and, in many cases, oriented to the short term. This because 

almost invariably, equity investors are expecting quick (and high) returns on their investment. 

These returns usually happen through an exit event such as a trade sale or IPO. 

Furthermore, because trust seems not to be the primary criteria for deciding whether or not to 

invest in an NTBF most investors set performance indicators (e.g., development milestones) as 

the main criteria for releasing their financial capital to the founders (Parhankangas & 

Landström, 2006). Furthermore, NTBFs very often burn their financial capital during the 

development of their technologies. As such, if no new equity capital is secured, there can be an 

abrupt end for the NTBF (Stokes & Blackburn, 2002). In such a scenario, employer-employee 

and investor-founder relationships will often cease to exist. 

It is important to note here that I am not claiming that EEF founders do not value trusting social 

relationships with their internal and external actors. The argument here is that the nature of the 

early-stage financing in EEF NTBFs is likely to alter the dynamics and diminish the 

dependence of founders on these actors. More specifically, because the EEF founders have 

funding at their disposal, they can pay the salaries of their employees and pay their suppliers. 

Therefore, there is usually little or no need to ask and return favours to these two actors. With 

their investors, the situation is similar. Investors bring in their financial capital but do not fully 

trust the founders. Thus, they usually demand a timely return on their investments and 
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hierarchical control, which are characteristics of market relations and hierarchical relations, 

respectively.   

6.3.2 The utility of the founder’s existing stock of social capital  

The data demonstrate a significant difference in terms of the utility of the founders’ existing 

social capital in phase one. This difference stems from the fact that on the one hand, 

bootstrapping founders start their journey (in phase zero) with high levels of technical 

knowledge and work experience in relation to the exploitative technologies they will use in 

phase one. They have been working with these technologies for a while and developed an 

extensive network in that market. They then decide to target this market after founding the 

NTBF. Accordingly, they can seamlessly apply their current knowledge of innovations, 

technologies and networks to target their initial clients when they start the NTBF. In this way, 

bootstrapping entrepreneurs start their journey with a very extensive and useful professional 

network operating in their intended target market. Armed with such highly useful social capital, 

soon after foundation, bootstrapping founders are able to find paying customers and the highly 

skilled workforce they need to provide high-quality products and services.   

I have demonstrated that the bootstrapping founders could only successfully overcome their 

lack of resources because they were able to quickly tap into the rich professional networks, 

they established over their years of work experience as employees. This rich social capital 

helped them to access their first employees and clients. Afterwards, in phases two and three, 

the bootstrapping founders actively developed their trusting social relationships with these 

actors. Therefore, both internal and external ties continued to be strengthened. With these 

findings in mind, it is possible to see that bootstrapping founders start their journey armed with 

a powerful “external social capital”, which is of crucial importance for entrepreneurs in the 

knowledge economy (Westlund, 2006, p. 52).  Indeed, the data show that bootstrapping 

founders were able in phase one to contact their existing networks to quickly get access to 

production-relations (e.g., links within the value chain); market-relations (e.g., general 

customer relations) and environment-relations (links to other local/regional decision-makers or 

enterprises). In this way, soon after foundation, they were obtaining revenues and turning a 

profit, which allowed them to stop asking for personal favours.  

On the other hand, despite also having good levels of technical knowledge, many of the EEF 

founders did not accumulate such a useful stock of social capital before founding their NTBFs. 

One of the main reasons for this difference in the utility of their social capital is due to the fact 
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that EEF founders were pursuing exploratory innovations. By pursuing exploratory 

innovations, EEF founders were involved with technologies that were often not related to their 

previous work experience. In addition, in most of the EEF NTBF cases, such exploratory 

technologies did not have an established market in which other actors were operating.  

As such, it can be argued that because EEF founders find themselves with social capital that is 

not so useful in phases zero and one, they will naturally be eager to get external equity finance 

on-board, not only because they need the financial capital, but also because they will greatly 

benefit from accessing their investor’s social capital. This conclusion aligns with the 

entrepreneurial finance literature, and the notion that one of the main advantages external 

equity finance brings to NTBFs is the opportunity for founders to access investor’s social 

capital (e.g., Alexy, Sandner, & Wal, 2010; Batjargal, 2007; Hsu, 2004).  

6.3.3 Co-founder’s ties, NTBF identity and characteristics of the innovation 

When comparing the generic stories of bootstrapping NTBFs and EEF NTBFs, I found 

significant differences in terms of the initial strength of ties between the co-founders. More 

specifically, in phase zero, bootstrapping co-founders had already developed strong ties and 

trust with each other. It seems that before they even started their NTBFs, they had established 

strong and trusting relationships. In this way, bootstrapping founders were better positioned to 

create a more unified sense of purpose and identity for their NTBF. It seems the bootstrapping 

founders knew where they and their NTBF were headed. Key to this scenario was the fact that 

the bootstrapping founders were initially pursuing explorative innovations and services that 

could bring revenues as early as possible in phase one. In later phases, after accumulating 

financial resources, bootstrapping founders were then better equipped to develop exploitative 

innovations. The data suggest that the strong ties they had with each other and resulting creation 

of a strong identity for the NTBF enabled bootstrapping founders to overcome the liability of 

newness and attract (and retain) new employees and new clients in phase one.  

In contrast, the EEF co-founders had little or no relationship established previously. In fact, 

many EEF teams were formed in an ad hoc manner with EEF founders having met shortly 

before they founded their business. EEF founders generally had a much looser sense of purpose 

and identity for the NTBF. A likely key contributor to this scenario was the fact that most EEF 

NTBFs were developing highly exploratory innovations targeting uncertain or even non-

existent markets. As such, EEF founders needed to be flexible when establishing aspects such 

as the purpose of the NTBF and its identity.   
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The analysis demonstrated that from phase zero to three, the bootstrapping founders forged 

what Arregle et al. (2007) call “a dominant social group”, which is “any group possessing its 

own values and norms of behaviour – especially where this dominant group has a strong 

commitment to the organisation” (Arregle et al., 2007, p. 75). Arregle and colleagues further 

posit that such a dominant group is responsible for generating and nurturing the growth of 

organisational social capital as they transfer their personal social capital to the firm. It is 

important to make it clear that EEF founders may also be a dominant social group, as described 

in Arregle et al. (2007). However, such dominance appears to be much more subtle than the 

dominance of bootstrapping founders. This is often because they have to raise equity capital, 

which means EEF founders have to share control and decision making with their investors 

(including the NTBF’s identity). Therefore, I can conclude that the bootstrapping founders are 

more united and therefore are able to be much more dominant and have a lot of more autonomy 

and credibility with regard to forging the NTBF’s identity, for example.   

Particularly relevant to this research is the fact that the strength of the relationships between 

co-founders seems to forge this dominant social group, which in turn seems to facilitate their 

ability to convey the NTBF’s purpose and identity. Several social capital scholars have argued 

that the stability and continuity of networks is one of the most important factors incentivising 

actors to invest and cultivate relationships in that network (Adler & Kwon, 2009, p. e.g., 

Arregle et al., 2007; Glaeser et al., 1999; Westlund, 2006). I argue that by demonstrating unity 

between themselves and clearly communicating their vision and the NTBF’s identity, 

bootstrapping founders are, in fact, incentivising other actors to adhere to an identification 

process. According to Nahapiet and Goshal (1997), “identification is the process whereby 

individuals see themselves as one with another person or group of people” (p. 38). In this way, 

other actors (in this case, employees, clients and suppliers) may feel safer investing their time, 

energy, and resources in ways that can help bootstrapping founders. 

6.3.4 The relationships between founders and their employees 

It is in the relationships between the bootstrapping founders and their employees that I 

identified one of the most important differences between the two groups of NTBFs. EEF 

founders often developed weaker ties with their employees, and these relationships were based 

on market and hierarchical relations. In general, relationships with their employees were not 

initiated based on mutual trust, and further, they did not seem to evolve. Key to these 

observations was the fact that EEF employees were usually hired at market rates and could 
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only be hired because investors made their financial capital available to do so. However, the 

availability (or not) of financial capital varies over time, and the lack of it can jeopardise the 

stability and continuity of relationships between EEF founders and their employees. 

In addition, the data suggest that EEF founders tended to develop weak(er) relationships with 

their employees because their relationships could be short-lived. Three are three main 

contributing factors. First, EEF founders usually lose control and autonomy. They can, 

therefore, become a peripheral figure in their network, or even be eliminated from the network. 

Second, if the equity capital finishes, the founders may need to fire employees, therefore ending 

the employee-employer relationship. Third, any exit event may also threaten the continuity of 

the relationship. Investors are usually in search of a profitable exit, which can, in turn, also put 

the founders’ relationships with their employees in jeopardy.    

In bootstrapping NTBFs, however, the founders’ relationships with some of their key 

employees sometimes start even before the foundation in phase zero, or at the beginning of 

phase one. Typically, their relationships start with the employee passing up some potentially 

better opportunity working somewhere else. In addition, bootstrapping entrepreneurs often tap 

into their employees’ social capital to bridge relationships with other actors (e.g., new 

employees, new clients, or new suppliers). Both situations can be characterised as social 

relationships in which favours are exchanged (Adler & Kwon, 2002). Bootstrapping founders 

want or even need to return these initial favours. To this end, bootstrapping founders create 

different kinds of mechanisms to retain and keep their employees happy to work for them. This 

“returning of favours” often happens in phase two and three, by which time most bootstrapping 

NTBFs have already accumulated sufficient financial resources to do so.   

Therefore, these social relationships the bootstrapping founders have developed with their 

employees contribute to generating what Coleman (1988) characterises as network 

cohesiveness, whereby actors within a specific network, know each other and develop 

relationships based on mutual trust and not always explicit mechanisms of reciprocity. 

Throughout the three phases after foundation, bootstrapping co-founders seem to actively 

shape a strong and trusting relationship with their employees and therefore actively build 

internal network cohesion. In some ways, the internal network cohesion in bootstrapping 

NTBFs is akin to a scenario described by Nahapiet and Goshal (1998, p. 244), where:  

…two actors may occupy equivalent positions in similar network configurations, but 

if their personal and emotional attachments to other network members differ, their 
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actions also are likely to differ in important respects. For instance, although one actor 

may choose to stay in a firm because of an attachment to fellow workers, despite 

economic advantages available elsewhere, another without such personal bonds may 

discount working relationships in making career moves. 

6.3.5 The role of actors in bringing new actors to the network 

Also, at the core of the development of the cohesive network is the fact that similar actors bring 

other actors to join the network (Gargiulo & Benassi, 2000; Lin et al., 2001). The case studies 

demonstrated how important this is in the modus-operandi of the bootstrapping founder. For 

example, employees usually helped the bootstrapping founder to find more new employees. 

Likewise, clients and suppliers give referrals, thereby helping bootstrapping founders to get 

more clients. These findings align with the bootstrapping literature, which highlights that 

growth in bootstrapping NTBFs is dependent on recurrent businesses and current clients 

referring them to more new clients (Bhide, 1991; R. Harrison et al., 2004). As such, this 

contributes to creating relationships between the same type of actors that also tend to be strong 

(e.g., employee-employee, client-client), and similarly between different types of actors (e.g., 

employee-client).  

In contrast, in EEF NTBFs, investors are the main actors responsible for bridging relationships 

between the founders of the NTBF and other actors that they may need to get resources from. 

Primarily, the investors are the sources that bring or refer other actors to the network. For 

example, in most of the EEF NTBFs, investors would help the NTBF founders to find key 

human resources, clients, and suppliers. In addition, when NTBFs went through more than one 

round of equity capital raising, current investors usually helped founders to bring in more 

investors that were new to the NTBF. Therefore, in each round of equity capital raising, it 

appears NTBFs gain an additional (multiplied) stock of social capital that comes attached to 

their new investors. As described, the bridging assistance investors provide seems to set up a 

pattern that results in the EEF founder becoming, progressively, immersed in an increasingly 

sparse network over time.  

Another point to be considered here is the fact that having a more cohesive network in which 

current actors such as employees, clients and suppliers bring in new actors suits the 

bootstrapping NTBFs. This is because if bootstrapping NTBFs are pursuing exploitative 

innovations that are ready for commercialisation, having suppliers and clients who trust the 

founder will certainly facilitate these initial commercial transactions. This aligns with the 
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consensus among social capital scholars, who see the advantages of cohesive networks 

compared to sparse networks (e.g., Bourdieu, 1983; Coleman, 1988). In this view, “the 

resulting social cohesion engendered by a closed network structure reduces exchange risk, 

enhancing the likelihood that actors so positioned will obtain the cooperation and resources of 

others” (Moran, 2005, p. 1131). 

Similarly, it seems that having a sparser network also suits EEF NTBFs because they are often 

developing exploratory innovations, which usually require a wider range of knowledge and 

expertise to first be developed, and then (afterwards) commercialised. This apparent fit 

between characteristics of a weaker network and the characteristics of exploratory innovations 

is well established in the social capital literature (Moran, 2005), with a group of scholars who 

see advantages in weak ties (Liao & Welsch, 2003; Moran, 2005; Zhang, Soh, & Wong, 2010). 

Cope et al. (2007), for example, suggest that “these ‘weaker’ ties allow the individual to reach 

outside his or her immediate contacts to secure a wider range of information” (p.214). As such, 

there is a general agreement that “greater access to diverse perspectives and know-how should 

also aid task innovation” (Moran, 2005, p. 1133), which, as previously mentioned, is usually a 

primary concern for EEF founders in their early stages. 

6.3.6 The centrality of the entrepreneur in their internal and external networks 

Networks are based on multiple types of ties among various constituent entities, whether 

individuals, teams, or firms. These types of ties can be best understood when considered in 

terms of the overall pattern of relationships (e.g., cohesive vs. sparse) and individual actors’ 

position in and relation to the network (e.g., centrality). For an individual to occupy a position 

of centrality within a network, they have to have more links than the other actors in that 

network. For the network itself to have some degree of centrality, one or a few actors have to 

have many converging links in that network (Kim & Aldrich, 2006; Kogut et al., 1993; Lin et 

al., 2001). One of the most important differences for network embeddedness between the 

bootstrapping founder and the EEF founder is their network centrality. I found that 

bootstrapping founders start and maintain a position of centrality in their networks, whereas 

EEF founders tend to lose their centrality quite early in their journeys. The more equity 

investors bring new actors to the network (e.g., new investors, new employees, new clients, or 

suppliers), the more the EEF founder becomes peripheral in the network. Below I explain how 

this difference occurs.    
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On the one hand, bootstrapping founders adopt a central position when they found the NTBF, 

and, as it evolves over time, they still have the authority and control to remain central. This 

position of centrality can be identified in many aspects of how they use their social capital. For 

example, they are the ones hiring new employees. However, they will insist on hiring only 

employees they can trust, or that another employee trusts. In addition, bootstrapping founders 

make sure, especially in phases one and two, that they are the ones seeking to add more new 

clients to their order book because they insist on establishing direct personal relationships with 

their prospects. In this way, they can better display to prospects the advantages of talking to 

the owner of the business if they become clients. Furthermore, bootstrapping founders also 

maintain direct and strong relationships with their leading suppliers. As such, I found that the 

bootstrapping founders made sure they continued to be the centre of their networks, both within 

and outside the NTBF.  

In return for the excellent service and strong relationships, clients and suppliers of the NTBF 

do not hesitate in providing referrals. As such, the founder of the bootstrapping NTBFs 

becomes a central figure of a network in which some clients have established relationships with 

other clients and suppliers also help in making those connections. Bootstrapping founders, 

therefore, strive to maintain their centrality, making sure they are continually keeping their 

clients (and suppliers) happy. In this way, they can secure not only more business directly from 

current clients, but also from their referrals, which are essential to securing the NTBF’s growth. 

Bodin et al. (2006) argue that “high centrality might also be good in times of change when 

effective coordination of actors and resources may be needed.” (p.396). Therefore, it makes 

sense that bootstrapping founders, who often dramatically lack resources, try to compensate by 

actively pursuing a position of centrality in their networks.  

On the other hand, for EEF NTBFs, I identified two main reasons why I believe they lose their 

centrality in their networks. First, as previously explained, the active equity investors can, 

during the course of the development of the NTBF, bring several new actors into the network. 

Among the new actors, they will, in most rounds of equity raising, bring other new investors. 

These new investors too will increase the potential for adding more new investors in the 

following rounds of equity raising. In addition, each new investor can actively contribute to 

increasing the number of actors in the network. More specifically, each new investor can bring 

more new clients or potential users, new employees and new suppliers. As such, due to the 

sheer increase in numbers of new actors not originally linked to the EEF founder, they are 

pushed to a more peripheral position.   
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In addition, the EEF founder can be forcefully pushed out of the NTBF – and its networks – to 

create situations where they lose control in the NTBF, although this did occur in the EEF NTBF 

sample. In some of the EEF NTBFs however, the entrepreneur founder lost their CEO or 

management position and therefore sustained a severe loss of control and autonomy in 

decision-making. This severe loss of control is well documented in the high tech 

entrepreneurship (Cressy & Olofsson, 1997; Liao, Welsch, & Tan, 2005; Wasserman, 2008) 

and entrepreneurial finance literature (e.g., Kerr & Nanda, 2009; Lindstrom & Olofsson, 2001; 

Revest & Sapio, 2009; Westhead & Storey, 1997). Within these works of literature, this 

typically manifests as the founder CEO of an NTBF being removed from their CEO or 

managerial position.  

6.3.7 The locations in which networks are formed 

With regard to “where entrepreneurs use social capital”, I identified five main findings that 

contribute to the notion that bootstrapping NTBFs are more territorially embedded in the 

founding location than their EEF counterparts. In the following paragraphs, I explain why I 

believe this is the case. 

First and foremost, the most discerning characteristic of the location decisions taken in 

bootstrapping NTBFs (when compared with EEF NTBFs) is the autonomy in location decision 

making that bootstrapping founders have – and EEF founders do not. This became very clear 

in the narratives of all the bootstrapping founders, to the extent that in some circumstances, 

they had made sub-optimal location decisions simply because of their personal preference. That 

characteristic was evident from phase one to phase three. On the other hand, EEF entrepreneurs 

simply do not have that autonomy, as they are accountable to their investors and have to discuss 

any important decisions, including locations.  

The second finding relates to the timing of the main location decisions. It seems that the 

founders of bootstrapping NTBFs take longer to make their first overseas location decisions. 

This is because they have to accumulate some financial resources before making their first 

location decisions. In other words, they may have to take more time to accumulate these 

resources in phase one in order to make their first move overseas in phase two.  

Conversely, EEF entrepreneurs may be able to make some significant location decisions quite 

early. This includes decisions that may cause some form of disembeddedness from the 

founding location, such as shifting Headquarters or moving manufacturing to an outsourced 



 

176 
 

manufacturer overseas. EEF founders can do this as early as in phase one because they have 

access to the financial capital that investors provide. Indeed, in many circumstances, the 

investors are the ones who facilitate and incentivise these disembedding types of location 

decisions because they may find better conditions (e.g., cheaper labour costs, better R&D 

Grants and subsidies, tax incentives) in which their financial capital will last longer. More 

importantly, the earlier they grow in larger markets, such as the USA, the faster they can be 

seen by potential buyers or investors from that market. In this way, they can attract more equity 

investment from that market and potentially generate better returns on their investments. As 

such, I can argue that investors lean more towards the institutional approach for location 

decisions as an overseas innovation ecosystem might be more advantageous than the New 

Zealand one.  

With that in mind, I can argue that because EEF founders share control and location decision 

making with their investors and they both prioritise overseas growth, the maintenance of their 

networks in the founding location is not a priority, whereas doing so in the overseas location 

is. This is somewhat aligned with the general notion established in entrepreneurial finance 

research (e.g., Lutz & George, 2012; Macmillan, Kulow, & Khoylian, 1989; Park & LiPuma, 

2020), which suggests that one of the most important advantages that equity investors can 

provide to their portfolio companies is their ability to help entrepreneurs to open new markets.   

Third, prior to making any financial commitment and investing to enter a particular overseas 

location, bootstrapping founders by necessity have to develop some initial form of commercial 

relationships in that location. Bootstrapping founders believe there must be an existing demand 

for their products/services and a very clear indication that this will continue to happen. In their 

more cautious approach to overseas expansion, bootstrapping founders need to clearly see 

revenues and growth opportunities before placing any further financial and resource 

commitment into a specific overseas location. Overseas demand for their products or services 

often starts because their current clients in the founding location refer them to a new business 

opportunity in another overseas location. Because of the way they make their location 

decisions, I maintain that bootstrapping NTBFs will, in fact, become territorially embedded in 

all locations in which they operate, not only the founding location. The possibility that NTBFs 

can be embedded in multiple locations has been identified previously by Yli-Renko and Autio 

(1998). In the current study, however, this seemed more likely to occur with bootstrapping 

NTBFs because of the way the NTBF founders needed to explore and implement their entry 

into overseas markets more safely as they did not have equity finance backing. 



 

177 
 

On the other hand, because EEF founders can deploy financial capital (provided by investors), 

they can afford to make riskier first location decisions. Further, because these location 

decisions do not have to be preceded by an existing business in that overseas location, they can 

also be more fragile and easily overturned. This finding goes against Stam’s (2007) conclusion 

that “the spatial organization of entrepreneurial firms co-evolves with the accumulation of the 

firms' capabilities (p. 46). In fact, the findings of the present suggest that while this might be 

the case for bootstrapping NTBFs, it is definitely not the case for EEF NTBFs. Due to their 

equity investors’ financial resources and appetite for early internationalisation, EEF 

entrepreneurs can move to locate economic activities overseas prematurely – without a clear 

accumulation of capabilities or confirmation that their products or services will work in the 

new location. As a result, it seemed the EEF NTBFs in the sample were less territorially 

embedded in their founding location and other locations where they began to operate.  

Finally, the fourth and most crucial finding with regard to the location decisions that impact 

the territorial embeddedness of an NTBF in its founding location is the fact that bootstrapping 

founders delegated to their loyal employees the commitment to the founding location. In other 

words, for the bootstrapping founder, their NTBFs are very committed to the founding location 

as long as their trusted and loyal employees are happy to be working in that location. They take 

a shared commitment to the founding location very seriously. For example, in Techs 1, 2, and 

3, having reached phase three, the founders found it difficult to, hypothetically close or shift 

the NTBF from the founding location because it would be impractical and “hurt” their trusted 

employees and their families. This seemed to be a very strong anchor point for the 

bootstrapping NTBFs. In addition, the bootstrapping founders were focused on building a 

business that is profitable and sustainable for the long term. In combination, these two 

mechanisms represent particularly interesting findings that have not, to my knowledge, been 

previously reported or considered in extant research.  

On the other hand, of the eight EEF entrepreneurs I interviewed, not one mentioned their 

employees’ embeddedness in the founding location as a reason for keeping their NTBF 

embedded in the founding location. It appeared that their commitment to the founding location 

was much more related to some specific local advantages, such as a specific pool of knowledge 

or cheaper R&D workforce than in other locations. These seemed to be fragile anchor points. 

In addition, the EEF founders and their investors were focused on building a valuable business 

as fast as possible. Thus, within the group of EEF NTBFs, I identified several aspects of their 
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way of growing their NTBFs and making location decisions that made them significantly less 

committed or anchored to their founding location than their bootstrapping counterparts. 

Chapter 7. Conclusion  

7.1. The purpose of this study  

In this study, I have argued that NTBFs can bring several benefits to their local economies and 

this is the reason why governments and policymakers around the world try to incentivise the 

foundation and growth of these firms in their local economies. Among these benefits, NTBFs 

can generate highly skilled and well-paid jobs whilst focusing on export markets and improving 

national competitiveness. However, when these firms become disembedded from their 

founding location (e.g., by shifting headquarter or R&D functions overseas), some or all of the 

benefits they are expected to bring to their local economies may diminish or simply cease to 

exist. 

While NTBF research has made significant progress in understanding why NTBFs tend to be 

founded and agglomerated in particular locations, it fails to explain why NTBFs will remain in 

or leave their founding location as they evolve over time. In other words, it fails to explain if 

and how NTBFs become more or less territorially embedded in their founding location over 

time.  

The review of the entrepreneurial finance literature indicated that the two most common early-

stage finance mechanisms in NTBFs (bootstrapping and external equity finance) could be 

significant contexts affecting the emergence of territorial embeddedness of these firms in their 

founding location. However, no previous empirical research has established causality between 

these two early-stage finance mechanisms and the emergence of the territorial embeddedness 

of NTBFs in their founding location.   

The purpose of this study was, therefore, to fill the knowledge gaps described above. With 

these gaps in mind, this study set out to investigate how the territorial embeddedness of NTBFs 

in their founding location emerged over time and explore if – and how – the two most common 

forms of early-stage finance mechanisms for NTBFs affect the emergence of the territorial 

embeddedness of these firms in their founding location.  
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I have achieved both purposes, as reported in chapters 5 and 6. First, by building on Hess’ 

(2004) model of embeddedness, in Chapter 5 I demonstrated how the emergence of the 

territorial embeddedness happens over time. I did that by showing – within a four-phase time 

frame – how founders of the two groups of NTBFs (bootstrapping and EEF) used social capital 

and made location decisions. More specifically, I presented one generic story that represents 

the emergence of territorial embeddedness in four bootstrapping case studies, and one generic 

story that represents the emergence of territorial embeddedness in eight EEF case studies. Then 

in Chapter 6, I compared and contrasted these two generic stories to demonstrate that the 

founders in these two groups of NTBFs used their social capital and made location decisions 

in significantly different ways. I concluded that, within the four-phase time frame, 

bootstrapping NTBFs were potentially more territorially embedded in the founding location 

than their EEF counterparts. 

7.2. Main findings  

I argue that the two most common early-stage finance mechanisms for NTBFs are indeed 

significant contexts affecting the emergence of the territorial embeddedness of these firms over 

time. Within the four-phase time frame, bootstrapping NTBFs proved potentially more 

territorially embedded in their founding location than their EEF counterparts. The main 

findings indicate that both the way these two groups of entrepreneurs use social capital and the 

way they make location decisions differ.    

On the one hand, the data indicate that bootstrapping founders will over time develop a much 

more cohesive network both within the firm (with their loyal employees) and outside the firm 

(with other stakeholders such as clients and suppliers). Other findings also contributed to this 

conclusion. First, over the three phases following the pre-foundation phase (zero), the 

bootstrapping founders initiated and maintained a position of centrality in their networks. 

Second, bootstrapping founders actively developed strong direct ties with their most important 

stakeholders. Third, in general, the relationships bootstrapping founders established with key 

stakeholders can be considered social relationships based on mutual trust.  

On the other hand, EEF founders ended up developing a much sparser network both within and 

outside the firm. The following findings also contribute to this conclusion. First, with financial 

capital at their disposal, EEF founders did not necessarily have to exchange favours in order to 

obtain the resources they needed. They could simply pay for these resources, and therefore 
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their social capital was not used much. Second, the presence of investors in the early stages 

was also very significant because this caused founders to become peripheral in the network. 

EEF founders being pushed to a peripheral position in the network was common and could take 

place, for example when investors added to the founders’ existing social network (at one 

particular phase), and then continued to add to the network in other phases (e.g. by introducing 

new members to the network such as clients, employees, and new investors). Third, over time, 

the EEF founders usually ended up developing shallower market and hierarchical relationships, 

often governed by norms/sanctions, obligations and expectations.  

With regard to location decisions and whereabouts founders of both groups developed and used 

their social capital, bootstrapping NTBFs were likely more territorially embedded in the 

founding location than their EEF counterparts. This is because bootstrapping founders had 

much more autonomy in making location decisions and tended to make much safer location 

decisions while giving priority to the NTBF’s activities in the founding location for longer. 

Above all, bootstrapping founders were building a business for the long run and believed it is 

important to keep activities embedded in the founding location because their loyal employees 

are embedded in the founding location. This is one of the most significant differences I found 

between bootstrapping and EEF NTBFs. 

In contrast, EEF founders had considerably less autonomy in location decision making and 

were usually much more prone to making riskier and very early location decisions because they 

had the support and financial backing of equity investors. The objective of investors and the 

EEF founders was generally to build a valuable business as fast as possible and starting up 

operations overseas and growing in overseas markets goes hand in hand with becoming a more 

valuable business. Underpinning this rationale was the fact that the local home market was seen 

as not big enough for the NTBFs to achieve sufficient growth and scale to stimulate higher 

valuations. 

As I suggested, when contrasting the groups in Chapter 6, bootstrapping founders appeared 

over time to become more active in trying to configure and nurture their founding location 

networks. Their EEF counterparts, on the other hand, appeared to be (more passively) 

following the investors’ (and their own) priorities for configuring and nurturing networks in 

overseas locations.  
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7.3. Contributions   

7.3.1 Theoretical contributions 

I make three main theoretical contributions in this study. As explained earlier, NTBF research 

is rarely concerned with the continuity of the NTBF in their founding location. As such, little 

is known about how these firms become more or less committed to – or anchored in – their 

founding location. I have addressed this significant gap in the NTBF founding location 

literature. I have generated a more personified and realistic account of the phenomenon of 

territorial embeddedness of NTBFs by giving voice to the founders of these firms and 

conveying their stories about how, over time, they have used social capital and made location 

decisions.  

The second theoretical contribution comes from the fact that I explored how the territorial 

embeddedness of NTBFs occurs in two specific contexts. More specifically, I explored if and 

how the two most important early-stage finance mechanisms used in NTBFs (i.e., 

bootstrapping finance and EEF finance) are important contexts influencing the territorial 

embeddedness of NTBFs in their founding location. By using these two early-stage finance 

mechanisms as the discerning criteria for selection and comparison of case studies, I contribute 

a more nuanced and contextualised knowledge of the phenomenon of the territorial 

embeddedness of NTBFs.  

The third theoretical contribution stems from the research methods used in this study. I 

embraced the temporal perspective of embeddedness in which “being embedded as well as 

sustaining embeddedness is a process” (Oinas, 1997, p. 28). Further, it is a temporary state in 

which “the embeddedness of actors varies in strength” (Oinas, 1997, p. 28). As such, I adopted 

process-based research methods. These allowed me to unveil how the emergence of the 

territorial embeddedness of the NTBFs occurred over a four-phase time frame. Furthermore, 

process-based research methods also allowed me to bring forward a dynamic and detailed 

account of the events and factors occurring in the founders’ journeys and how these, over time, 

affected the emergence of the territorial embeddedness of the NTBF.  

7.3.2 Practical contributions 

I make two main contributions to practice in this study. The first is from the perspective of the 

entrepreneur founders of NTBFs. Usually, the founders of NTBFs have sufficient 
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understanding of the main implications and consequences of choosing one of the two early-

stage finance mechanisms I have identified as significant contexts. For example, they usually 

understand very well how such choices will affect their ability to obtain the resources they need 

to grow quickly or to autonomously control the NTBF. The general understanding is that 

external equity finance allows them easier access to the resources they need to potentially 

develop their innovations and grow the NTBF faster.  

However, a less obvious consequence of their financial choices may be that their ability to 

decide to remain in or leave their founding location is compromised. This study, therefore, 

contributes to practice because it offers founders a better understanding of the impact that early-

stage finance mechanisms (and sources) can have on their ability to keep their NTBFs 

territorially embedded in their founding location. Assuming that the founding location is where 

most of the founder’s social capital, friends, and family are located, the founding location is 

probably the location where they would like to keep operating their business. As such, the 

findings of this study offer NTBF entrepreneurs an additional piece of information to consider 

when evaluating which type of early-stage finance mechanism to choose.   

The other contribution to practice has relevance for governments and policymakers trying to 

incentivise the creation of NTBFs in their local economies. As NTBFs bring several benefits 

to local economies, governments and policymakers should also be concerned that the NTBFs 

they are incentivising have the right conditions and access to the early-stage financial 

mechanisms that will allow them to remain territorially embedded in their local economies.  

I have demonstrated that bootstrapping NTBFs can potentially be more territorially embedded 

in their founding location than their EEF counterparts. I have demonstrated that not only are 

bootstrapping entrepreneurs more personally committed to the founding location; they also 

form long-term trust-based social relationships with their most important stakeholders. 

Particularly important to their territorial embeddedness in their founding location is the fact 

that bootstrapping founders hand over the territorial embeddedness of their NTBFs to their 

loyal and trusting employees. In other words, the bootstrapping NTBF is more embedded in 

the founding location because its employees are also embedded in the founding location, 

largely because bootstrapping entrepreneurs have the autonomy and control to allow for the 

territorial embeddedness of their employees to take place.    

With this in mind, I argue that governments and policymakers in small open economies such 

as New Zealand should consider the likelihood that bootstrapping NTBFs are able to be more 
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territorially embedded in the founding location. This means that compared to their EEF 

counterparts, bootstrapping NTBFs will be more embedded in the local economy, and likely 

for a longer period. As such, it would probably be advantageous for the local economy if 

governments and policymakers can create and implement policies and mechanisms that are 

specifically designed to help bootstrapping NTBF founders.  

7.4. Study limitations  

7.4.1 Single-sided perspective on the use of social capital  

As previously argued in the literature review, social capital scholars often defend the notion 

that social capital is formed through the relationships between actors (e.g., Adler & Kwon, 

2002, 2009; Nahapiet & Ghoshal, 1998). With that in mind, I can, therefore, argue that one of 

the limitations of this study is the fact that I have taken a single-sided perspective when looking 

at the use of social capital. More specifically, I have explored only the co-founder’s side of the 

story about how he or she has used social capital.  

As such, given sufficient resources and time, I would in future take into consideration the views 

of the other actors with whom NTBF entrepreneurs interact (e.g., employees, clients, suppliers, 

and investors).  

I can also speculate that taking into consideration the views of these other actors would 

(probably) have allowed me to capture the phenomenon of the use of social capital in a more 

complete way. More specifically, I could have developed a better understanding of the other 

side of the relationships that entrepreneurs established with the other actors, therefore allowing 

me to establish a more accurate analysis of the structural and relational dimensions of the social 

capital. For example, if I could capture the views of the employees of bootstrapping NTBFs, I 

could then assess with more accuracy how strong their ties with bootstrapping founders really 

are, and if they, in fact, establish mutually trusting social relationships with them. 

7.4.2 Delayed perspective of emergence  

In this study, I collected data using a combination of retrospective reports and archival data. 

Previously, in the research methods chapter, I acknowledged criticisms directed at the use of 

retrospective reports. These criticisms often related to claims that interviewees are unable to 

provide accurate and unbiased views of events that have occurred in the past. However, a strong 

body of research offers guidelines for addressing these criticisms and eliminating the potential 
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problems associated with using retrospective reports. I have followed these guidelines, and in 

sections 3.3.2 and 3.3.3, I explained all precautionary measures I took to ensure reliability and 

validity whilst using retrospective reports.  

However, I now understand that despite following the guidelines for ensuring reliability and 

validity when using retrospective reports, the data still had some limitations. More specifically, 

when I was carrying out the processual data analysis, I came to realise that the data yielded a 

somewhat delayed perspective of the emergence of the territorial embeddedness. In other 

words, I realised that such a delayed perspective stemmed from the fact that I could not capture 

the key events that were important to the analysis (e.g., key events in early-stage finance 

founders’ use of social capital and founders’ location decisions) precisely at the time they were 

happening in real life. Instead, I relied on a delayed version of these events, as conveyed by the 

founders of the NTBFs.   

With the above in mind I, therefore, concur with process research theorists, who argue that the 

use of longitudinal field research can yield a better, or perhaps more accurate understanding of 

how organisational change occurs. This is because longitudinal field research allows 

researchers to catch what Pettigrew (1990) calls “reality in flight” (p. 269). Further, it allows a 

much more realistic and instantiated understanding of the contexts, mechanisms, and 

causalities that may have impacted the founders’ use of social capital and the location decisions 

they made. 

7.5. Opportunities for future research 

As I explained in section 7.4 above, this study has two main limitations, i.e., a single-sided 

perspective on the use of social capital, and a delayed perspective on the emergence of the 

territorial embeddedness. I have argued that these limitations were in part the result of 

limitations (e.g., lack of resources and in timing) that are typical in PhD research, implying that 

addressing these limitations could represent opportunities for future research. However, in the 

next section, I bring forward additional opportunities for future research that go beyond 

addressing these two main limitations.  

This extra step is in line with process research theorists who have noted that the open-ended 

nature of process phenomena can yield many opportunities for future research, and is one the 

main advantages for scholars who choose to do process research. For these theorists (e.g., 

Langley, 1999; Pettigrew, 1985b; Van de Ven & Poole, 2005), process data allows researchers 
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to uncover a variety of findings (e.g., processes, causalities and generative mechanisms) that 

were not originally predicted (or expected) in the beginning of a process research project. It is, 

therefore, common for researchers using process methods to use their unpredicted/unexpected 

findings to unveil new and interesting avenues for future research.  

The two additional opportunities for future research that I present in the sections below derive 

from such unexpected findings. The first unexpected finding relates to the fit of bootstrapping 

NTBFs and EEF NTBFS to their respective generic stories. The second opportunity for future 

research relates to the successful bootstrapping journeys I witnessed, particularly for Techs 1, 

2 and 3, and the not so successful bootstrapping story of Tech 4. In the following two sections 

below, I explain why I see these two opportunities as meriting investigation in further research.  

7.5.1 Exploring the relationship between the fit of the NTBFs with their generic stories 

and their levels of territorial embeddedness  

When conducting the analysis and writing the respective generic stories of bootstrapping 

NTBFs and EEF NTBFs, I discovered that, rather than a dichotomous classification between 

bootstrapping and EEF finance, the NTBFs tended to fit within a classification system that is 

much more nuanced. Indeed, as demonstrated in figure 11 below, they fit on a spectrum that 

transitions between a typical bootstrapping NTBF and a typical EEF NTBF, where some 

NTBFs might fall into a grey zone. Techs close to this grey zone had lived stories that 

resembled the typical stories of the other group.  

For example, despite belonging to the EEF NTBF group, the co-founders of both Techs 6 and 

9 had lived very similar stories to the bootstrapping founders. In essence, this occurred because 

of the timing (and the quantity) of equity capital that both these NTBFs raised, leading their 

founders to live their entrepreneurial journeys as if they were bootstrapping their firms.  

In Tech 6, the co-founders received a small external equity investment in phase 1, and soon 

after (less than a year later) they ran out of money, which forced them to continue operating 

the firm in a bootstrapping mode. It was not until much later in their development that the co-

founders managed to secure a second and third round of equity investment. In Tech 9, the 

founder tried for several years to grow the NTBF without external investors because he did not 

want to lose control. Then much later in Tech 9’s development in their early growth phase, the 

founder came to an understanding that only with external investors on board would he would 

be able to achieve the high growth rates he was aiming for. 
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Figure 11. Degree of NTBF fit with the within group generic story 

7.5.2 The role of explorative and exploitative innovations on successful bootstrapping 

By comparing the evolution of the four bootstrapping NTBFs, I found some significant 

behaviours and processes that may help other NTBF bootstrapping founders to be successful 

in their journeys. Particularly important for a successful bootstrapping journey seems to be 

when and how bootstrapping founders transition from exploitative innovations to exploratory 

innovations. I argue that although this is not surprising, this is one of the findings that may well 

represent a promising opportunity for future research.  

More specifically, when I compared the very successful entrepreneurial trajectories of Techs 

1, 2 and 3 with the not so successful Tech 4, I could see that the process and timing of pursuing 

exploitative and exploratory innovations were very similar in the most successful bootstrapping 

NTBFs. I believe these more successful bootstrapping founders took the chance (consciously 

or unconsciously) to first pursue innovations/technologies that can be considered exploitative 

(i.e., ready to be commercialised). Afterwards, they pursued explorative innovations (i.e., not 

ready to be commercialised). I consider this a significant opportunity for future research that 

could generate significant contributions to practice (especially to bootstrapping founders). 

Some of the most important observations that could be further investigated are: 

1. Successful bootstrapping founders had accumulated, over a long period, work 

experience and technical knowledge in some exploitative innovations. This allowed 

bootstrapping founders to accumulate not only technical expertise in the industry but 

also allowed them to develop a strong and very useful professional social capital.  
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2. Successful bootstrapping founders focused on the same exploitative innovations – with 

established markets – in which they had accumulated their long work experience. In 

this way, they were able to signal to potential employees and clients that they were 

experienced and had a good value proposition. This allowed them to quickly achieve 

revenues and profits in the early phases.  

3. Only after experiencing some growth and being able to accumulate financial resources 

did the successful bootstrapping founders decide to pursue exploratory innovations. 

This should probably occur a few years after the foundation of the NTBF, in a situation 

where the finances of the NTBFs are strong, and cash flows are stable.  

Innovation and entrepreneurship scholars have for a long time recognised that technology 

entrepreneurs live journeys that are full of additional risks and pitfalls. Among these risks, 

dealing with the uncertainties of an innovation and/or technology seems to be one of the most 

significant. This is usually because technology entrepreneurs cannot be sure if 

technologies/innovations will work, and, more importantly, if they work, they do not know if 

potential clients will buy them. Therefore, especially for bootstrapping entrepreneurs – who 

cannot/do not count on investors’ financial capital – a good understanding of how exploitative 

or exploratory their innovations seem to be all the more important. I believe that Techs 1, 2 and 

3 in the sample of bootstrapping NTBFs had managed to quite neatly avoiding these widely 

known risks by adopting the strategies above, therefore becoming extremely successful in their 

bootstrapping journeys. I consider this potential causality is worth some further investigation. 

The findings of such an enquiry could potentially incentivise high tech entrepreneurs-to-be to 

consider growth pathways (i.e., bootstrapping) that do not necessarily involve sharing control 

of their NTBFs with investors. 

 

 

  



 

188 
 

References  

Adler, P. S., & Kwon, S. (2002). Social Capital: Prospects for a New Concept. Academy of 
Management Review, 27(1), 17–40. 

Adler, P. S., & Kwon, S. (2009). Social Capital: The Good, the Bad, and the Ugly (SSRN 
Scholarly Paper No. ID 186928). Retrieved from Social Science Research Network 
website: http://papers.ssrn.com/abstract=186928 

Aizenman, J., & Kendall, J. (2008). The Internationalization of Venture Capital and Private 
Equity (Working Paper No. 14344). Retrieved from National Bureau of Economic 
Research website: http://www.nber.org/papers/w14344 

Alberti, F. G. (2006). The decline of the industrial district of Como: Recession, relocation or 
reconversion? Entrepreneurship & Regional Development, 18(6), 473–501.  

Aldrich, H., & Zimmer, C. (1986). Entrepreneurship through social networks. In D. L. Sexton 
& R. W. Smilor (Eds.), The Art and Science of Entrepreneurship (pp. 153–168). 
Ballinger Publishing Company. 

Alexy, O., Sandner, P., & Walter.(2010). The Social Capital of Venture Capitalists and its 
Impact on Their Investments in Start-up Firms. Frontiers of Entrepreneurship 
Research, 30(14). 

Almus, M., & Nerlinger, E. A. (1999). Growth of New Technology-Based Firms: Which 
Factors Matter? Small Business Economics, 13(2), 141–154. 

Anderson, A., & Jack, S. (2002). The articulation of social capital in entrepreneurial networks: 
A glue or a lubricant? Entrepreneurship & Regional Development, 14(3), 193–210.  

Anderson, A., Park, J., & Jack, S. (2007). Entrepreneurial Social Capital Conceptualizing 
Social Capital in New High-tech Firms. International Small Business Journal, 25(3), 
245–272. 

Anderson, A. R., & Miller, C. J. (2003). “Class Matters”: Human and Social Capital in the 
Entrepreneurial Process. The Journal of Socio-Economics, 32(1), 17–36. 

Aram, J. D. (1989). Attitudes and Behaviors of Informal Investors Toward Early-stage 
Investments, Technology-based Ventures, and Coinvestors. Journal of Business 
Venturing, 4(5), 333–347. 

Arndt, S. W., & Kierzkowski, H. (2001). Fragmentation: New Production Patterns in the World 
Economy. Production Patterns in the World Economy. OUP Oxford. 

Arregle, J.-L., Hitt, M. A., Sirmon, D. G., & Very, P. (2007). The Development of 
Organizational Social Capital: Attributes of Family Firms. Journal of Management 
Studies, 44(1), 73–95.  

Arthur, W. B. (1989). Competing Technologies, Increasing Returns, and Lock-In by Historical 
Events. The Economic Journal, 99(394), 116–131. 

Asheim, B. T., & Isaksen, A. (1997). Location, Agglomeration and Innovation: Towards 
Regional Innovation Systems in Norway? European Planning Studies, 5(3), 299–330. 

Ashein, B. (2004). From Clusters to Projects: Spatial Embeddedness and Disembeddedness of 
Learning and Knowledge Creation in the Globalising Economy. In C. Karlsson, P. 
Flensburg, & S.-Å. Hörte (Eds.), Knowledge Spillovers and Knowledge Management. 
Edward Elgar Publishing. 



 

189 
 

Audretsch, D., Hülsbeck, M., & Lehmann, E. E. (2012). Regional Competitiveness, University 
Spillovers, and Entrepreneurial Activity. Small Business Economics, 39(3), 587–601. 

Audretsch, D., & Lehmann, E. (2006). Location and New Venture Creation. In S. Parker (Ed.), 
The Life Cycle of Entrepreneurial Ventures (pp. 137–160). 

Audretsch, D., Lehmann, E. E., & Warning, S. (2005). University Spillovers and New Firm 
Location. Research Policy, 34(7), 1113–1122. 

Autio, E. (1997). ‘Atomistic’ and ‘Systemic’ Approaches to Research on New, Technology-
based Firms: A Literature Study. Small Business Economics, 9(3), 195–209.  

Autio, E., & Yli-Renko, H. (1998). New, Technology-based Firms in Small Open Economies: 
An Analysis Based on the Finnish Experience. Research Policy, 26(9), 973–987. 

Baker, T., & Nelson, R. E. (2005). Creating Something from Nothing: Resource Construction 
through Entrepreneurial Bricolage. Administrative Science Quarterly, 50(3), 329–366.  

Bart, C., Bruneel, J., & Wright, M. (2011). Explaining Growth Paths of Young Technology-
based Firms: Structuring Resource Portfolios in Different Competitive Environments. 
Strategic Entrepreneurship Journal, 5(2), 137–157. 

Bathelt, H., Malmberg, A., & Maskell, P. (2004). Clusters and Knowledge: Local Buzz, Global 
Pipelines and the Process of Knowledge Creation. Progress in Human Geography, 
28(1), 31–56. 

Batjargal, B. (2007). Comparative Social Capital: Networks of Entrepreneurs and Venture 
Capitalists in China and Russia. Management and Organization Review, 3(3), 397–419. 

Belussi, F., Sammarra, A., & Sedita, S. R. (2010). Learning at the boundaries in an “Open 
Regional Innovation System”: A focus on firms’ innovation strategies in the Emilia 
Romagna life science industry. Research Policy, 39(6), 710–721.   

Berger, A., & Udell, G. (1998). The Economics of Small Business Finance: The roles of Private 
Equity and Debt Markets in the Financial Growth Cycle. Journal of Banking & 
Finance, 22(6–8), 613–673. 

Berggren, B., Olofsson, C., & Silver, L. (2000). Control Aversion and the Search for External 
Financing in Swedish SMEs. Small Business Economics, 15(3), 233–242. 

Bertoni, F., Colombo, M. G., & Grilli, L. (2011). Venture Capital Financing and the Growth 
of High-tech Start-ups: Disentangling Treatment From Selection Effects. Research 
Policy, 40(7), 1028–1043.  

Bhide, A. (1991). Bootstrap Finance: The Art of Start-ups. Harvard Business Review, 70(6), 
109–117. 

Bhimrao Ghodeswar, & Janardan Vaidyanathan. (2008). Business Process Outsourcing: An 
Approach to Gain Access to World‐class Capabilities. Business Process Management 
Journal, 14(1), 23–38.  

Biggiero, L. (2006). Industrial and Knowledge Relocation Strategies Under the Challenges of 
Globalization and Digitalization: The Move of Small and Medium Enterprises Among 
Territorial Systems. Entrepreneurship & Regional Development, 18(6), 443–471.  

Birley, S. (1985). The Role of Networks in the Entrepreneurial Process. Journal of Business 
Venturing, 1(1), 107–117. 



 

190 
 

Bliemel, M., & Maine, E. (2008). Network embeddedness as a predictor of performance for 
New Technology-Based Firms. International Journal of Technoentrepreneurship, 1(3), 
313–341.  

Bodin, Ö., Crona, B., & Ernstson, H. (2006). Social Networks in Natural Resource 
Management: What Is There to Learn from a Structural Perspective? Ecology & 
Society, 11(2), 395–402. 

Bollinger, L., Hope, K., & Utterback, J. M. (1983). A Review of Literature and Hypotheses on 
New Technology-based firms. Research Policy, 12(1), 1–14.  

Bollingtoft, A., Ulhoi, J. P., Madsen, H., & Neergaard, H. (2003). The Effect of Financial 
Factors on the Performance of New Venture Companies in High Tech and Knowledge-
Intensive Industries: An Empirical Study in Denmark. International Journal of 
Management, 20(4), 535. 

Bourdieu, P. (1983). The Forms of Capital. In M. Granovetter (Ed.), The Sociology of 
Economic Life. Routledge. 

Brierley, P. (2005). The Financing of Technology-Based Small Firms: A Review of the 
Literature. Retrieved from Social Science Research Network website: 
http://papers.ssrn.com/abstract=759544 

Brouwer, A. E., Mariotti, I., & Ommeren, J. N. van. (2004). The Firm Relocation Decision: An 
Empirical Investigation. The Annals of Regional Science, 38(2), 335–347.  

Bryant, M., & Wolfram Cox, J. (2004). Conversion Stories as Shifting Narratives of 
Organizational Change. Journal of Organizational Change Management, 17(6), 578–
592.  

Buchanan, D., & Dawson, P. (2007). Discourse and Audience: Organizational Change as 
Multi-Story Process. Journal of Management Studies, 44(5), 669–686.  

Bunyaratavej, K., Doh, J., Hahn, E. D., Lewin, A. Y., & Massini, S. (2011). Conceptual Issues 
in Services Offshoring Research: A Multidisciplinary Review. Group & Organization 
Management, 36(1), 70–102.  

Burrell, G., & Morgan, G. (1979). Sociological Paradigms and Organisational Analysis: 
Elements of the Sociology of Corporate Life. Pearson Education. 

Burt, R. S. (1992). The Social Structure of Competition. In Structural Holes (pp. 8–49). 
Harvard University Press. 

Burt, R. S. (2000). The Network Structure Of Social Capital. Research in Organizational 
Behavior, 22, 345–423.  

Butchart, R. (1987). A new UK Defnition of High Technology Industries. Econonmic Review, 
(400), 82–88. 

Bygrave, W. D. (1989). The Entrepreneurship Paradigm (I): A Philosophical Look at its 
Research Methodologies. Retrieved from Social Science Research Network website: 
http://papers.ssrn.com/abstract=1505870 

Bygrave, W. D. (2007). The Entrepreneurship Paradigm Revisited. In H. Neergaard & J. P. 
Ulhøi (Eds.), Handbook of Qualitative Research Methods in Entrepreneurship. Edward 
Elgar Publishing. 



 

191 
 

Carayannopoulos, S. (2009). How Technology-Based New Firms Leverage Newness and 
Smallness to Commercialize Disruptive Technologies. Entrepreneurship Theory and 
Practice, 33(2), 419–438.  

Carpenter, R. E., & Petersen, B. C. (2002). Capital Market Imperfections, High-Tech 
Investment, and New Equity Financing. The Economic Journal, 112(477), F54–F72. 

Chell, E. (2000). Towards Researching the “‘Opportunistic Entrepreneur’”: A Social 
Constructionist Approach and Research Agenda. European Journal of Work and 
Organizational Psychology, 9(1), 63–80.  

Chemmanur, T. J., & Fulghieri, P. (2014). Entrepreneurial Finance and Innovation: An 
Introduction and Agenda for Future Research. Review of Financial Studies, 27(1), 1–
19.  

Chen, H., Gompers, P., Kovner, A., & Lerner, J. (2010). Buy Local? The Geography of Venture 
Capital. Journal of Urban Economics, 67(1), 90–102.  

Cheng, Y.-T., & Van de Ven, A. (1996). Learning the Innovation Journey: Order out of Chaos? 
Organization Science, 7(6), 593–614. 

Coe, N. M., Hess, M., Yeung, H. W., Dicken, P., & Henderson, J. (2004). ‘Globalizing’ 
Regional Development: A Global Production Networks Perspective. Transactions of 
the Institute of British Geographers, 29(4), 468–484. 

Coe, N. M., & Lee, Y.-S. (2013). ‘We’ve Learnt How to Be Local’: The Deepening Territorial 
Embeddedness of Samsung–Tesco in South Korea. Journal of Economic Geography, 
lbs057.  

Coleman, J. S. (1988). Social Capital in the Creation of Human Capital. American Journal of 
Sociology, 94, S95–S120. 

Coleman, S., & Robb, A. M. (2011). Financing Strategies of New Technology-based Firms. 
Review of Economics & Finance, 1, 01–18. 

Collewaert, V. (2012). Angel Investors’ and Entrepreneurs’ Intentions to Exit Their Ventures: 
A Conflict Perspective. Entrepreneurship Theory and Practice, 36(4), 753–779.  

Colombo, M. G., & Grilli, L. (2007). Funding Gaps? Access To Bank Loans By High-Tech 
Start-Ups. Small Business Economics, 29(1–2), 25–46. 

Colombo, M. G., & Grilli, L. (2010). On Growth Drivers of High-tech Start-ups: Exploring the 
Role of Founders’ Human Capital and Venture Capital. Journal of Business Venturing, 
25(6), 610–626.  

Contractor, F. J., Kumar, V., Kundu, S. K., & Pedersen, T. (2010). Reconceptualizing the Firm 
in a World of Outsourcing and Offshoring: The Organizational and Geographical 
Relocation of High-Value Company Functions. Journal of Management Studies, 47(8), 
1417–1433.  

Cooke, P., Roper, S., & Wylie, P. (2003). “The Golden Thread of Innovation’’ and Northern 
Ireland’s Evolving Regional Innovation System.” Regional Studies, 37(4), 365–379.  

Cooper, A. (1986). Entrepreneurship and High Technology. In D. L. Sexton & R. W. Smilor 
(Eds.), The Art and Science of Entrepreneurship (pp. 153–168). Ballinger Publishing 
Company. 

Cope, J., Jack, S., & Rose, M. B. (2007). Social Capital and Entrepreneurship: An Introduction. 
International Small Business Journal, 25(3), 213–219.  



 

192 
 

Coppola, G. (2014, October 5). Israel Missing Out as IPOs Bypass Bourse, Lawmaker Margalit 
Says. Retrieved January 20, 2015, from Bloomberg website: 
http://www.bloomberg.com/news/2014-10-02/margalit-says-more-open-tel-aviv-
bourse-could-be-ipo-hub.html 

Cressy, R. (1995). Business Borrowing and Control: A Theory of Entrepreneurial Types. Small 
Business Economics, 7(4), 291–300. 

Cressy, R., & Olofsson, C. (1997). European SME Financing: An Overview. Small Business 
Economics, 9(2), 87–96. 

Crevoisier, O. (2004). The Innovative Milieus Approach: Toward a Territorialized 
Understanding of the Economy? Economic Geography, 80(4), 367–379.  

Crinò, R. (2010). Service Offshoring and White-Collar Employment. The Review of Economic 
Studies, 77(2), 595–632.  

Cumming, D., & Dai, N. (2010). Local Bias in Venture Capital Investments. Journal of 
Empirical Finance, 17(3), 362–380.  

Cumming, D., Fleming, G., & Schwienbacher, A. (2009). Corporate Relocation in Venture 
Capital Finance. Entrepreneurship Theory and Practice, 33(5), 1121–1155. 

Czarnitzki, D., & Hottenrott, H. (2009). Are Local Milieus the Key to Innovation 
Performance?. Journal of Regional Science, 49(1), 81–112.  

Dacin, M. T., Ventresca, M. J., & Beal, B. D. (1999). The Embeddedness of Organizations: 
Dialogue & Directions. Journal of Management, 25(3), 317–356.  

Dahl, M. S., & Sorenson, O. (2009). The Embedded Entrepreneur. European Management 
Review, 6(3), 172–181. 

Dahl, M. S., & Sorenson, O. (2012). Home Sweet Home: Entrepreneurs’ Location Choices and 
the Performance of Their Ventures. Management Science, 58(6), 1059–1071. 

Dansereau, F., Yammarino, F. J., & Kohles, J. C. (1999). Multiple Levels of Analysis From a 
Longitudinal Perspective: Some Implications for Theory Building. Academy of 
Management Review, 24(2), 346–357.  

Davidsson, P., & Honig, B. (2003). The Role of Social and Human Capital Among Nascent 
Entrepreneurs. Journal of Business Venturing, 18(3), 301–331. 

Davidsson, P., Low, M., & Wright, M. (2001). Editors’ Introduction: Low and MacMillan Ten 
years on – Achievements and Future Directions for Entrepreneurship Research. 
Entrepreneurship Theory and Practice, 25(4), 5–16. 

Davila, A., Foster, G., & Gupta, M. (2003). Venture Capital Financing and the Growth of 
Startup Firms. Journal of Business Venturing, 18(6), 689–708.  

De Prijcker, S., Manigart, S., Collewaert, V., & Vanacker, T. (2014). Move to get money? How 
high tech entrepreneurs overcome financial resource dependencies through relocation. 
Retrieved from https://lirias.kuleuven.be/handle/123456789/470674 

Dettwiler, P., Lindelöf, P., & Löfsten, H. (2006). Utility of Location: A Comparative Survey 
Between Small New Technology-Based Firms Located on and off Science Parks -
Implications For Facilities Management. Technovation, 26(4), 506–517.  

Dicken, P., & Malmberg, A. (2001). Firms in Territories: A Relational Perspective. Economic 
Geography, 77(4), 345–363.  



 

193 
 

Dicken, P., & Thrift, N. (1992). The Organization of Production and the Production of 
Organization: Why Business Enterprises Matter in the Study of Geographical 
Industrialization. Transactions of the Institute of British Geographers, 17(3), 279–291. 

Doutriaux, J. (1991). High-tech Start-ups, Better off With Government Contracts Than With 
Subsidies: New Evidence in Canada. IEEE Transactions on Engineering Management, 
38(2), 127–135. 

Dunning, J. H. (1993). Internationalizing Porter’s Diamond. MIR: Management International 
Review, 33, 7–15. 

Dushnitsky, G., & Lenox, M. J. (2006). When Does Corporate Venture Capital Investment 
Create Firm Value? Journal of Business Venturing, 21(6), 753–772.  

Ebben, J., & Johnson, A. (2006). Bootstrapping in Small Firms: An Empirical Analysis of 
Change Over Time. Journal of Business Venturing, 21(6), 851–865.  

Edmondson, A. C., & Mcmanus, S. E. (2007). Methodological Fit in Management Field 
Research. Academy of Management Review, 32(4), 1155–1179. 

Eisenhardt, K. M. (1989a). Building Theories from Case Study Research. Academy of 
Management Review, 14(4), 532–550.  

Eisenhardt, K. M. (1989b). Building Theories From Case Study Research. Academy of 
Management Review, 14(4), 532–550.  

Eisenhardt, K. M. (1991). Better Stories and Better Constructs: The Case for Rigor and 
Comparative Logic. Academy of Management Review, 16(3), 620–627.  

Farrell, D. (2005). Offshoring: Value Creation Through Economic Change. Journal of 
Management Studies, 42(3), 675–683. 

Farrell, D., & Agrawal, V. (2003). Offshoring and Beyond (pp. 24–35). Retrieved from  
McKinsey & Company 
website:http://www.mckinsey.com/insights/employment_and_growth/offshoring_is_it
_a_win-win_game 

Fenn, G. W., Liang, N., & Prowse, S. (1997). The Private Equity Market: An Overveiw. 
Financial Markets, Institutions & Instruments, 6(4), 1–106.  

Ferlie, E., & McNulty, T. (1997). “Going to Market”: Changing Patterns in the Organisation 
and Character of Process Research. Scandinavian Journal of Management, 13(4), 367–
387. 

Fieser, J. B. (1993). Review of Technology and Economic Development: The Dynamics of 
Local, Regional, and National Change by Edward J. Malecki. Economic Geography, 
69(1), 94–98.  

Florida, R. L., & Kenney, M. (1988). Venture Capital, High Technology and Regional 
Development∗. Regional Studies, 22(1), 33–48. 

Florin, J., Lubatkin, M., & Schulze, W. (2003). A Social Capital Model of High-Growth 
Ventures. Academy of Management Journal, 46(3), 374–384.  

Freear, J., Sohl, J. E., & Wetzel, W. (2002). Angles on Angels: Financing Technology-based 
Ventures - A Historical Perspective. Venture Capital, 4(4), 275–287.  

Freear, J., Sohl, J. E., & Wetzel, W. E. (1994). Angels and Non-Angels: Are There Differences? 
Journal of Business Venturing, 9(2), 109–123. 



 

194 
 

Freear, J., Sohl, J., & Wetzel, W. (1995). Who Bankrolls Software Founders. Presented at the 
Frontiers of Entrepreneurship Research, Wellesley, MA. Retrieved from 
http://fusionmx.babson.edu/entrep/fer/papers95/freear.htm 

Fukuyama, F. (1995). Trust: The Social Virtues and the Creation of Prosperity. Free Press. 
Gargiulo, M., & Benassi, M. (2000). Trapped in Your Own Net? Network Cohesion, Structural 

Holes, and the Adaptation of Social Capital. Organization Science, 11(2), 183–196. 
Gereffi, G., Humphrey, J., & Sturgeon, T. (2005). The Governance of Global Value Chains. 

Review of International Political Economy, 12(1), 78–104.  
Gersick, C. J. G. (1988). Time and Transition in Work Teams: Toward a New Model of Group 

Development. Academy of Management Journal, 31(1), 9–41.  
Giddens, A. (1990). The Consequences of Modernity. John Wiley & Sons. 
Giddens, A. (1991). Modernity and Self-identity: Self and Society in the Late Modern Age. 

Stanford University Press. 
Gioia, D. A., & Pitre, E. (1990). Multiparadigm Perspectives on Theory Building. Academy of 

Management Review, 15(4), 584–602.  
Giudici, G., & Paleari, S. (2000). The Provision of Finance to Innovation: A Survey Conducted 

among Italian Technology-Based Small Firms. Small Business Economics, 14(1), 37–
53. 

Glaeser, E. L., Laibson, D., & Sacerdote, B. (2002). An Economic Approach to Social Capital. 
The Economic Journal, 112(483), F437–F458. 

Glaeser, E. L., Laibson, D., Scheinkman, J. A., & Soutter, C. L. (1999). What is Social Capital? 
The Determinants of Trust and Trustworthiness (Working Paper No. 7216). 

Glick, W. H., Huber, G. P., Miller, C. C., Doty, D. H., & Sutcliffe, K. M. (1990). Studying 
Changes in Organizational Design and Effectiveness: Retrospective Event Histories 
and Periodic Assessments. Organization Science, 1(3), 293–312. 

Golden, B. R. (1992). Research Notes. the Past Is the Past--or Is It? The Use of Retrospective 
Accounts as Indicators of Past Strategy. Academy of Management Journal, 35(4), 848– 

Golden, B. R. (1997). Further Remarks on Retrospective Accounts on Organizational and 
Strategic Management Research. Academy of Management Journal, 40(5), 1243–1252.  

Grabher, G. (1993). Rediscovering the social in the economics of interfirm relations. In The 
Embedded firm: On the socioeconomics of industrial networks (p. 328). Routledge. 

Granovetter, M. (1985). Economic Action and Social Structure: The Problem of 
Embeddedness. American Journal of Sociology, 91(3), 481–510. 

Grant, R. M. (1996). Toward a Knowledge-Based Theory of the Firm. Strategic Management 
Journal, 17, 109–122. 

Greve, A., & Salaff, J. W. (2003). Social Networks and Entrepreneurship. Entrepreneurship 
Theory and Practice, 28(1), 1–22.  

Grichnik, D., Brinckmann, J., Singh, L., & Manigart, S. (2014). Beyond Environmental 
Scarcity: Human and Social Capital as Driving Forces of Bootstrapping Activities. 
Journal of Business Venturing, 29(2), 310–326.  



 

195 
 

Gupta, A. K., & Sapienza, H. J. (1992). Determinants of Venture Capital Firms’ Preferences 
Regarding the Industry Diversity and Geographic Scope of Their Investments. Journal 
of Business Venturing, 7(5), 347–362. 

Gupta, A. K., Tesluk, P. E., & Taylor, M. S. (2007). Innovation At and Across Multiple Levels 
of Analysis. Organization Science, 18(6), 885–897.  

Habinek, J., Martin, J. L., & Zablocki, B. D. (2015). Double-embeddedness: Spatial and 
Relational Contexts of Tie Persistence and Re-formation. Social Networks, 42, 27–41. 

Hakansson, H., & Snehota, I. (1995). Developing Relationships in Business Networks. Cengage 
Learning. 

Halinen, A., & Törnroos, J.-Å. (1998). The Role of Embeddedness in the Evolution of Business 
Networks. Scandinavian Journal of Management, 14(3), 187–205. 

Harrison, A., & McMillan, M. (2011). Offshoring Jobs? Multinationals and U.S. 
Manufacturing Employment. Review of Economics and Statistics, 93(3), 857–875. 

Harrison, R., Mason, C., & Girling, P. (2004). Financial Bootstrapping and Venture 
Development in the Software Industry. Entrepreneurship & Regional Development, 
16(4), 307–333. 

Hayter, R. (1997). The Dynamics of Industrial Location: The Factory, the Firm and the 
Production System. Wiley. 

Hellmann, T., & Puri, M. (2002). Venture Capital and the Professionalization of Start-Up 
Firms: Empirical Evidence. The Journal of Finance, 57(1), 169–197.  

Hervás-Oliver, J., Albors-Garrigos, J., Estelles-Miguel, S., & Boronat-Moll, C. (2017). Radical 
innovation in Marshallian industrial districts. Regional Studies, 0(0), 1–10.  

Hess, M. (2004). ‘Spatial’ Relationships? Towards a Reconceptualization of Embeddedness. 
Progress in Human Geography, 28(2), 165–186.  

Hinings, C. R. (1997). Reflections on Processual Research. Scandinavian Journal of 
Management, 13(4), 493–503.  

Hogan, T., & Hutson, E. (2005). Capital Structure in New Technology-Based Firms: Evidence 
from the Irish software sector. Global Finance Journal, 15(3), 369–387. 

Hsu, D. H. (2004). What Do Entrepreneurs Pay for Venture Capital Affiliation? The Journal 
of Finance, 59(4), 1805–1844.  

Huber, G. P., & Power, D. J. (1985). Retrospective Reports of Strategic-Level Managers: 
Guidelines for Increasing Their Accuracy. Strategic Management Journal, 6(2), 171–
180. 

Humphrey, J., & Schmitz, H. (2002). How Does Insertion in Global Value Chains Affect 
Upgrading in Industrial Clusters? Regional Studies, 36(9), 1017–1027. 

Iriyama, A., Li, Y., & Madhavan, R. (2010). Spiky Globalization of Venture Capital 
Investments: The Influence of Prior Human Networks. Strategic Entrepreneurship 
Journal, 4(2), 128–145. 

Jack, S., Dodd, S., & Anderson, A. (2008). Change and the development of entrepreneurial 
networks over time: A processual perspective. Entrepreneurship & Regional 
Development, 20(2), 125–159.  

Jacobs, J. (1961). The Death and Life of Great American Cities. Vintage Books. 



 

196 
 

Jahns, C., Hartmann, E., & Bals, L. (2006). Offshoring: Dimensions and Diffusion of a New 
Business Concept. Journal of Purchasing and Supply Management, 12(4), 218–231. 

Johansson, B., & Forslund, U. (2010). The Analysis of Location, Colocation and Urbanization 
Economies. In C. Karlsson (Ed.), Handbook of Research on Cluster Theory. Edward 
Elgar Publishing. 

Jones, O., & Jayawarna, D. (2010). Resourcing New Businesses: Social Networks, 
Bootstrapping and Firm Performance. Venture Capital, 12(2), 127–152. 

Jonsson, S., & Lindbergh, J. (2013). The Development of Social Capital and Financing of 
Entrepreneurial Firms: From Financial Bootstrapping to Bank Funding. 
Entrepreneurship Theory and Practice, 37(4), 661–686. 

Kedia, B. L., & Mukherjee, D. (2009). Understanding Offshoring: A Research Framework 
Based on Disintegration, Location and Externalization Advantages. Journal of World 
Business, 44(3), 250–261. 

Keeble, D., Lawson, C., Smith, H. L., Moore, B., & Wilkinson, F. (1998a). Internationalisation 
Processes, Networking and Local Embeddedness in Technology-Intensive Small Firms. 
Small Business Economics, 11(4), 327–342. 

Keeble, D., Lawson, C., Smith, H. L., Moore, B., & Wilkinson, F. (1998b). Internationalisation 
Processes, Networking and Local Embeddedness in Technology-Intensive Small Firms. 
Small Business Economics, 11(4), 327–342.  

Kerr, W., & Nanda, R. (2009). Financing Constraints and Entrepreneurship (Working Paper 
No. 15498). Retrieved from National Bureau of Economic Research website: 
http://www.nber.org/papers/w15498 

Keuschnigg, C. (2004). Venture Capital Backed Growth. Journal of Economic Growth, 9(2), 
239–261.  

Kiisel, T. (2013). Building a Relationship with the Bank. In Getting a Business Loan (pp. 9–
20). Retrieved from 
http://link.springer.com.ezproxy.auckland.ac.nz/chapter/10.1007/978-1-4302-4999-
3_2 

Kim, P. H., & Aldrich, H. E. (2006). Social Capital and Entrepreneurship (SSRN Scholarly 
Paper No. ID 939776). Retrieved from Social Science Research Network Website: 
http://papers.ssrn.com/abstract=939776 

King, N. (1998). Template Analysis. In G. Symon & C. Cassell (Eds.), Qualitative methods 
and analysis in organizational research: A practical guide (pp. 118–134). Thousand 
Oaks, CA: Sage Publications Ltd. 

King, N. (2012). Doing Template Analysis. In Gillian Symon & C. Cassell (Eds.), Qualitative 
Organizational Research: Core Methods and Current Challenges (pp. 426–450). 
SAGE. 

Kirwan, P., Sijde, P. van der, & Groen, A. (2006). Assessing the Needs of New Technology 
Based Firms (NTBFs): An Investigation Among Spin-off Companies From Six 
European Universities. International Entrepreneurship and Management Journal, 2(2), 
173–187.  

Klein, K. J., Dansereau, F., & Hall, R. I. (1994). Levels Issues in Theory Development, Data 
Collection, and Analysis. Academy of Management Review, 19(2), 195–229.  

Kletzer, L. G. (2001). Job Loss from Imports: Measuring the Costs. Peterson Institute. 



 

197 
 

Kogut, B., Shan, W., & Walker, G. (1993). Knowledge in the Network and the Network as 
Knowledge. In Gernot Grabher (Ed.), The embedded firm: On the socioeconomics of 
industrial networks (pp. 255–277). London: Routledge. 

Kogut, B., & Zander, U. (1992). Knowledge of the Firm, Combinative Capabilities, and the 
Replication of Technology. Organization Science, 3(3), 383–397. 

Kolympiris, C., Kalaitzandonakes, N., & Miller, D. (2011). Spatial Collocation and Venture 
Capital in the US Biotechnology Industry. Research Policy, 40(9), 1188–1199.  

Kortum, S., & Lerner, J. (2000). Assessing the Contribution of Venture Capital to Innovation. 
The RAND Journal of Economics, 31(4), 674–692. 

Krumme, G. (1969). Toward a Geography of Enterprise. Economic Geography, 45(1), 30–40.  
Lafuente, E., Vaillant, Y., & Serarols, C. (2010). Location Decisions of Knowledge-based 

Entrepreneurs: Why Some Catalan KISAs Choose to be Rural? Technovation, 30(11–
12), 590–600.  

Landry, R., Amara, N., & Lamari, M. (2002). Does Social Capital Determine Innovation? To 
What Extent? Technological Forecasting and Social Change, 69(7), 681–701.  

Langley, A. (1999). Strategies for Theorizing from Process Data. Academy of Management 
Review, 24(4), 691–710.  

Langley, A., & Abdallah, C. (2011). Templates and Turns in Qualitative Studies of Strategy 
and Management. In Research Methodology in Strategy and Management: Vol. 6. 
Building Methodological Bridges (Vol. 6, pp. 201–235). 

Langley, A., Smallman, C., Tsoukas, H., & Van de Ven, A. (2013a). Process Studies of Change 
in Organization and Management: Unveiling Temporality, Activity, and Flow. 
Academy of Management Journal, 56(1), 1–13. 

Langley, A., & Truax, J. (1994). A Process Study of New Technology Adoption in Smaller 
Manufacturing Firms*. Journal of Management Studies, 31(5), 619–652. 

Langley, A., & Tsoukas, H. (2010). Introducing Perspectives on Process Organization Studies. 
In T. Hernes & S. Maitlis (Eds.), Process, sensemaking, and organizing (pp. 1–26). 
Retrieved from http://ukcatalogue.oup.com/product/9780199594566.do#.T-
2wvxc7Xko 

Lerner, J., Moore, D., & Shepherd, S. (2005). A study of New Zealand’s Venture Capital 
Market and Implications for Public Policy. Retrieved from The New Zealand Ministry 
of Research and Technology website: 
http://www.bioin.or.kr/InnoDS/data/upload/policy/VentureCapitalMarket.pdf 

Levy, D. L. (2005). Offshoring in the New Global Political Economy. Journal of Management 
Studies, 42(3), 685–693.  

Lewin, A. Y., Massini, S., & Peeters, C. (2009). Why are Companies Offshoring Innovation? 
The Emerging Global Race for Talent. Journal of International Business Studies, 40(6), 
901–925.  

Li, C.-R., Lin, C.-J., & Huang, H.-C. (2014). Top Management Team Social Capital, 
Exploration-Based Innovation, and Exploitation-based Innovation in SMEs. 
Technology Analysis & Strategic Management, 26(1), 69–85. 



 

198 
 

Liao, J., & Welsch, H. (2003). Social Capital and Entrepreneurial Growth Aspiration: A 
Comparison of Technology- and Non-Technology-Based Nascent Entrepreneurs. The 
Journal of High Technology Management Research, 14(1), 149–170. 

Liao, J., Welsch, H., & Tan, W.-L. (2005). Venture Gestation Paths of Nascent Entrepreneurs: 
Exploring the Temporal Patterns. The Journal of High Technology Management 
Research, 16(1), 1–22.  

Lie, J. (1997). Sociology of Markets. Annual Review of Sociology, 23(1), 341–360.  
Lin, B. W., Li, P. C., & Chen, J. S. (2006). Social Capital, Capabilities, and Entrepreneurial 

Strategies: A Study of Taiwanese High-Tech New Ventures. Technological 
Forecasting and Social Change, 73(2), 168–181. 

Lin, N., Cook, K. S., & Burt, R. S. (Eds.). (2001). Building a Network Theory of Social Capital. 
In Social Capital: Theory and Research (pp. 3–30). Transaction Publishers. 

Lindelöf, P., & Löfsten, H. (2002). Growth, Management and Financing of New Technology-
Based Firms—Assessing Value-Added Contributions of Firms Located on and off 
Science Parks. Omega, 30(3), 143–154.  

Lindqvist, M. (1997). Infant Multinationals: Internationalisation of Small Technology-Based 
Firms. In D. Jones-Evans & M. Klofsten (Eds.), Technology, Innovation and 
Enterprise: The European Experience (pp. 303–324). 

Lindstrom, G., & Olofsson, C. (2001). Early Stage Financing of NTBFs: An Analysis of 
Contributions From Support Actors. Venture Capital, 3(2), 151–168.  

Lockett, A., Murray, G., & Wright, M. (2002). Do UK Venture Capitalists Still Have a Bias 
Against Investment in New Technology Firms. Research Policy, 31(6), 1009–1030. 

Löfsten, H., & Lindelöf, P. (2002). Science Parks and The Growth of New Technology-Based 
Firms—Academic-Industry Links, Innovation and Markets. Research Policy, 31(6), 
859–876. 

Low, M. B., & MacMillan, I. C. (1988). Entrepreneurship: Past Research and Future 
Challenges. Journal of Management, 14(2), 139–161.  

Luostarinen, R., & Gabrielsson, M. (2006). Globalization and Marketing Strategies of Born 
Globals in SMOPECs. Thunderbird International Business Review, 48(6), 773–801.  

Lyons, D. (2000). Embeddedness, milieu, and innovation among high-technology firms: A 
Richardson, Texas, case study. Environment and Planning A, 32(5), 891–908. 

MacMillan, I. C. (1983). The Politics of New Venture Management. Harvard Business Review, 
61(6), 8–16. 

Maine, E. M., Shapiro, D. M., & Vining, A. R. (2010). The Role of Clustering in the Growth 
of New Technology-Based Firms. Small Business Economics, 34(2), 127–146.  

Maillat, D. (1995). Territorial dynamic, innovative milieus and regional policy. 
Entrepreneurship & Regional Development, 7(2), 157–165.  

Malmberg, A., & Maskell, P. (2002). The Elusive Concept of Localization Economies: 
Towards a Knowledge-based Theory of Spatial Clustering. Environment and Planning 
A, 34(3), 429–449. 

Malmberg, A., & Maskell, P. (2006). Localized learning revisited. Growth and Change, 37(1), 
1–18. 



 

199 
 

Malmström, M. (2014). Typologies of Bootstrap Financing Behavior in Small Ventures. 
Venture Capital, 16(1), 27–50.  

Manigart, S., & Struyf, C. (1997). Financing High Technology Startups in Belgium: An 
Explorative Study. Small Business Economics, 9(2), 125–135. 

Manjón-Antolín, M. C., & Arauzo-Carod, J.-M. (2011). Locations and Relocations: 
Determinants, Modelling, and Interrelations. The Annals of Regional Science, 47(1), 
131–146. 

Manning, S., Massini, S., & Lewin, A. (2008). A Dynamic Perspective on Next-Generation 
Offshoring: The Global Sourcing of Science and Engineering Talent. The Academy of 
Management Perspectives, 22(3), 35–54.  

Markusen, A. (1996). Sticky Places in Slippery Space: A Typology of Industrial Districts. 
Economic Geography, 72(3), 293–313.  

Markusen, A. (2003). Fuzzy Concepts, Scanty Evidence, Policy Distance: The Case for Rigour 
and Policy Relevance in Critical Regional Studies. Regional Studies, 37(6–7), 701–717.  

Mason, C., & Harrison, R. (2004). Does Investing in Technology-based Firms Involve Higher 
Risk? An Exploratory Study of the Performance of Technology and Non-technology 
Investments by Business Angels. Venture Capital, 6(4), 313–332.  

Maula, M. V. J. (2001). Corporate venture capital and the value-added for technology-based 
new firms. Retrieved from https://aaltodoc.aalto.fi:443/handle/123456789/2381 

MGI. (2003). Offshoring: Is it a Win-win Game? Retrieved from McKinsey & Company 
website: 
http://www.mckinsey.com/insights/employment_and_growth/offshoring_is_it_a_win-
win_game 

Miller, C., Cardinal, L., & Glick, W. (1997). Retrospective Reports In Organizational 
Research: A Reexamination Of Recent Evidence. Academy of Management Journal, 
40(1), 189–204. 

Mohr, L. B. (1982). Explaining organizational behavior. Jossey-Bass. 
Molina‐Morales, F. X., & Martínez‐Fernández, M. T. (2010). Social Networks: Effects of 

Social Capital on Firm Innovation. Journal of Small Business Management, 48(2), 258–
279. 

Moran, P. (2005). Structural vs. Relational Embeddedness: Social Capital and Managerial 
Performance. Strategic Management Journal, 26(12), 1129–1151. 

Morgan, G., & Smircich, L. (1980). The Case for Qualitative Research. Academy of 
Management Review, 5(4), 491–500.  

Moses, L. N. (1958). Location and the Theory of Production. The Quarterly Journal of 
Economics, 72(2), 259–272.  

Moulaert, F., & Sekia, F. (2003). Territorial Innovation Models: A Critical Survey. Regional 
Studies, 37(3), 289–302.  

Müller, E., & Zimmermann, V. (2009). The Importance of Equity Finance for R&D Activity. 
Small Business Economics, 33(3), 303–318. 

Murray, G. C., & Lott, J. (1995). Have UK Venture Capitalists a Bias Against Investment in 
New Technology-based Firms? Research Policy, 24(2), 283–299.  



 

200 
 

Myers, S. C. (1984). The Capital Structure Puzzle. The Journal of Finance, 39(3), 575–592. 
https://doi.org/10.2307/2327916 

Myers, S. C. (1998). Outside Equity Financing (Working Paper No. 6561). Retrieved from 
National Bureau of Economic Research website: http://www.nber.org/papers/w6561 

Nahapiet, J., & Ghoshal, S. (1997). Social Capital, Intellectual Capital and the Creation of 
Value in Firms. Academy of Management Proceedings, 1997(1), 35–39.  

Nahapiet, J., & Ghoshal, S. (1998). Social Capital, Intellectual Capital, and the Organizational 
Advantage. Academy of Management Review, 23(2), 242–266.  

Oakey, R. P. (1995). High-technology new firms: Variable barriers to growth. Paul Chapman 
Pub., Ltd. 

OECD. (2007). Staying Competitive in the Global Economy Moving Up the Value Chain: 
Moving Up the Value Chain. OECD Publishing. 

Oerlemans, L., Meeus, M., & Boekema, F. (2001). On the Spatial Embeddedness of Innovation 
Networks: An Eploration of the Proximity Effect. Tijdschrift Voor Economische En 
Sociale Geografie, 92(1), 60–75.  

Oinas, P. (1997). On the Socio-Spatial Embeddedness of Business Firms (Zur sozialräumlichen 
“Einbettung” von Unternehmen). Erdkunde, 51(1), 23–32. 

Oreg, S. (2006). Personality, Context, and Resistance to Organizational Change. European 
Journal of Work and Organizational Psychology, 15(1), 73–101.  

O’Regan, N., & Sims, M. A. (2008). Identifying High Technology Small Firms: A Sectoral 
Analysis. Technovation, 28(7), 408–423.  

Orton, J. D. (1997). From Inductive to Iterative Grounded Theory: Zipping the Gap Between 
Process Theory and Process Data. Scandinavian Journal of Management, 13(4), 419–
438.  

Ostrom, E. (2001). Social Capital: a fad or a Fundamental Concept? In P. Dasgupta & I. 
Serageldin (Eds.), Social Capital: A Multifaceted Perspective (pp. 172–214). World 
Bank Publications. 

Packalen, K. A. (2007). Complementing Capital: The Role of Status, Demographic Features, 
and Social Capital in Founding Teams’ Abilities to Obtain Resources. 
Entrepreneurship Theory and Practice, 31(6), 873–891. 

Pallares-Barbera, M., Tulla, A. F., & Vera, A. (2004). Spatial loyalty and territorial 
embeddedness in the multi-sector clustering of the Berguedà region in Catalonia 
(Spain). Geoforum, 35(5), 635–649.  

 

Paré, G., Trudel, M.-C., Jaana, M., & Kitsiou, S. (2015). Synthesizing Information Systems 
Knowledge: A Typology of Literature Reviews. Information & Management, 52(2), 
183–199. 

Parhankangas, A., & Landström, H. (2006). How Venture Capitalists Respond to Unmet 
Expectations: The Role of Social Environment. Journal of Business Venturing, 21(6), 
773–801.  

Partanen, J., Möller, K., Westerlund, M., Rajala, R., & Rajala, A. (2008). Social Capital in the 
Growth of Science and Technology-based SMEs. Industrial Marketing Management, 
37(5), 513–522. 



 

201 
 

Patel, P. C., Fiet, J. O., & Sohl, J. E. (2011). Mitigating the Limited Scalability of Bootstrapping 
Through Strategic Alliances to Enhance New Venture Growth. International Small 
Business Journal. 

Patton, M. Q. (2005). Qualitative Research. In Encyclopedia of Statistics in Behavioral 
Science. Retrieved from 
http://onlinelibrary.wiley.com/doi/10.1002/0470013192.bsa514/abstract 

Patton, M. Q. (2014). Qualitative Research & Evaluation Methods: Integrating Theory and 
Practice. SAGE Publications. 

Paul, S., Whittam, G., & Wyper, J. (2007). Towards a Model of the Business Angel Investment 
Process. Venture Capital, 9(2), 107–125. 

Pellegrino, J. M., & McNaughton, R. B. (2017). Beyond Learning by Experience: The use of 
Alternative Learning Processes by Incrementally and Rapidly Internationalizing SMEs. 
International Business Review, 26(4), 614–627.  

Pellenbarg, P. H., Wissen, L. J. G. van, & van Dijk, J. (2002). Firm relocation: State of the art 
and research prospects (Research Report No. 02D31). Retrieved from University of 
Groningen, Research Institute SOM (Systems, Organisations and Management) 
website: http://econpapers.repec.org/paper/dgrrugsom/02d31.htm 

Pentland, B. T. (1999). Building Process Theory with Narrative: From Description to 
Explanation. Academy of Management Review, 24(4), 711–724. 

Perkmann, M. (2006). Extraregional Linkages and the Territorial Embeddedness of 
Multinational Branch Plants: Evidence from the South Tyrol Region in Northeast Italy. 
Economic Geography, 82(4), 421–441. 

Perlow, L. A. (1998). Boundary Control: The Social Ordering of Work and Family Time in a 
High-Tech Corporation. Administrative Science Quarterly, 43(2), 328–357.  

Pettigrew, A. (1985a). Contextualist Research: A Natural Way to Link Theory and Practice. In 
E. E. Lawler (Ed.), Doing Research that is Useful for Theory and Practice. Lexington 
Books. 

Pettigrew, A. (1985b). Contextualist Research and the Study of Organizational Change 
Processes. In E. Mumford, R. Hirschheim, G. Fitzgerald, & T. Wood-Harper (Eds.), 
Research Methods in Information Systems (pp. 53–75). 

Pettigrew, A. (1990). Longitudinal Field Research on Change: Theory and Practice. 
Organization Science, 1(3), 267–292. 

Pettigrew, A. (1992). The Character and Significance of Strategy Process Research. Strategic 
Management Journal, 13(S2), 5–16.  

Pettigrew, A. (1997). What is a Processual Analysis? Scandinavian Journal of Management, 
13(4), 337–348.  

Pettigrew, A., Woodman, R. W., & Cameron, K. S. (2001). Studying Organizational Change 
and Development: Challenges for Future Research. Academy of Management Journal, 
44(4), 697–713. 

Pike, A., Lagendijk, A., & Vale, M. (2000). Critical Reflections on “Embeddedness” in 
Economic Geography: Labour Market Governance in the North East Region of 
England. 82. Retrieved from http://repository.ubn.ru.nl/handle/2066/74462 



 

202 
 

Piper, A. (2000). Finance in UK high technology small firms: An overview. Venture Capital, 
2(2), 143–153. 

Plant, R. (2007). Venture Capital Clusters and Firm Migration: An Empirical Analysis: Journal 
of Developmental Entrepreneurship, 12(02), 139–163.  

Polanyi, K. (1944). The Great Transformation: The Political and Economic Origins of Our 
Time. Beacon Press. 

Polanyi, K. (1957). The Economy as Instituted Process. In Trade and market in the early 
empires: Economies in history and theory (pp. 243–270). Free Press. 

Poole, M. S., Van de Ven, A., & Dooley, K. (Eds.). (2000). Organizational Change and 
Innovation Processes: Theory and Methods for Research. Oxford University Press. 

Portes, A. (1998). Social Capital: Its Origins and Applications in Modern Sociology. Annual 
Review of Sociology, 24, 1–24. 

Powell, W. W., Koput, K. W., Bowie, J. I., & Smith-Doerr, L. (2002). The Spatial Clustering 
of Science and Capital: Accounting for Biotech Firm-Venture Capital Relationships. 
Regional Studies, 36(3), 291–305.  

Powell, W. W., & Smith-Doerr, L. (2010). Networks and Economic life. In N. J. Smelser & R. 
Swedberg (Eds.), The Handbook of Economic Sociology: Second Edition (pp. 368–
402). Princeton University Press. 

Prashantham, S., & Dhanaraj, C. (2010). The Dynamic Influence of Social Capital on the 
International Growth of New Ventures. Journal of Management Studies, 47(6), 967–
994. 

Preece, S. B., Miles, G., & Baetz, M. C. (1999). Explaining the International Intensity and 
Global Diversity of Early-stage Technology-based Firms. Journal of Business 
Venturing, 14(3), 259–281.  

Presutti, M., Boari, C., & Fratocchi, L. (2007). Knowledge Acquisition and the Foreign 
Development of High-tech Start-ups: A social capital approach. International Business 
Review, 16(1), 23–46. 

Radosevich, R., & Kassicieh, S. (1993). Strategic Challenges and Proposed Responses to 
Competitiveness Through Public-sector Technology. California Management Review; 
Berkeley, 35(4), 33. 

Raspe, O., & Oort, F. (2008). Firm Growth and Localized Knowledge Externalities. Journal of 
Regional Analysis and Policy, 38(2). Retrieved from 
http://econpapers.repec.org/article/agsjrapmc/132349.htm 

Revest, V., & Sapio, S. (2009). Financing technology-based small firms in Europe: A review 
of the empirical evidence (No. 2008/23). Retrieved from LEM Working Paper Series 
website: http://www.econstor.eu/handle/10419/89306 

Rickne, A., & Jacobsson, S. (1999). New Technology-Based Firms In Sweden—A Study Of 
Their Direct Impact On Industrial Renewal. Economics of Innovation and New 
Technology, 8(3), 197–223. 

Rocha, H. O., & Sternberg, R. (2005). Entrepreneurship: The Role of Clusters Theoretical 
Perspectives and Empirical Evidence from Germany. Small Business Economics, 24(3), 
267–292. 



 

203 
 

Rodríguez, A., Garrido, J., Gómez, J., & Navarro, J. (2010). What You Know or Who You 
Know? The Role of Intellectual and Social Capital in Opportunity Recognition. 
International Small Business Journal, 28(6), 566–582. 

Rosenberg, R. (1985). What Companies Look For. High Technology, 5(1). 
Rosenbusch, N., Brinckmann, J., & Müller, V. (2013). Does Acquiring Venture Capital pay off 

for the Funded Firms? A Meta-analysis on the Relationship Between Venture Capital 
Investment and Funded Firm Financial Performance. Journal of Business Venturing, 
28(3), 335–353. 

Roza, M., Van den Bosch, F. A. J., & Volberda, H. W. (2011). Offshoring Strategy: Motives, 
Functions, Locations, and Governance Modes of Small, Medium-sized and Large 
Firms. International Business Review, 20(3), 314–323. 

Rutten, R., Westlund, H., & Boekema, F. (2010). The Spatial Dimension of Social Capital. 
European Planning Studies, 18(6), 863–871.  

Saetre, A. (2003). Entrepreneurial Perspectives on Informal Venture Capital. Venture Capital, 
5(1), 71–94. 

Sahlman, W. A. (1990). The structure and Governance of Venture-Capital Organizations. 
Journal of Financial Economics, 27(2), 473–521. 

Sandelowski, M. (1995). Sample Size in Qualitative Research. Research in Nursing & Health, 
18(2), 179–183. 

Sandy Q. Qu, & John Dumay. (2011). The Qualitative Research Interview. Qualitative 
Research in Accounting & Management, 8(3), 238–264.  

Schilit, W. K. (1992). The Globalization of Venture Capital. Business Horizons, 35(1), 17–23. 
Schmenner, R. W. (1980). Choosing New Industrial Capacity: On-Site Expansion, Branching, 

and Relocation. The Quarterly Journal of Economics, 95(1), 103–119.  
Schmenner, R. W. (1982). Making business location decisions. Prentice-Hall. 
Schutjens, V., & Völker, B. (2010). Space and Social Capital: The Degree of Locality in 

Entrepreneurs’ Contacts and its Consequences for Firm Success. European Planning 
Studies, 18(6), 941–963. 

Scott, A. J. (2000). Economic Geography: The Great half-century. Cambridge Journal of 
Economics, 24(4), 483–504. 

Serres, A., Boulhol, H., & Yashiro, N. (2014). An International Perspective on the New 
Zealand Productivity Paradox [Working Paper]. Welington: OECD. 

Shane, S., & Cable, D. (2002). Network Ties, Reputation, and the Financing of New Ventures. 
Management Science, 48(3), 364–381. 

Siegel, R., Siegel, E., & MacMillan, I. C. (1988). Corporate Venture Capitalists: Autonomy, 
Obstacles, and Performance. Journal of Business Venturing, 3(3), 233–247. 

Siggelkow, N. (2007). Persuasion With Case Studies. Academy of Management Journal, 50(1), 
20–24. 

Smith, D. (2009). Financial Bootstrapping and Social Capital: How Technology-based Start-
ups Fund Innovation. International Journal of Entrepreneurship and Innovation 
Management, 10(2), 199–209. 



 

204 
 

Sorenson, O., & Stuart, T. E. (2001). Syndication Networks and the Spatial Distribution of 
Venture Capital Investments. American Journal of Sociology, 106(6), 1546–1588. 

Sørheim, R. (2003). The Pre-investment Behaviour of Business Angels: A Social Capital 
Approach. Venture Capital, 5(4), 337–364. 

Sørheim, R. (2005). Business Angels as Facilitators for Further Finance: An Exploratory Study. 
Journal of Small Business and Enterprise Development, 12(2), 178–191. 

Spencer, A. S., & Kirchhoff, B. A. (2006). Schumpeter and New Technology Based Firms: 
Towards a Framework for How NTBFs Cause Creative Destruction. International 
Entrepreneurship and Management Journal, 2(2), 145–156.  

Spender, J.-C., & Grant, R. M. (1996). Knowledge and the Firm: Overview. Strategic 
Management Journal, 17(S2), 5–9. 

Stam, E. (2007). Why Butterflies Don’t Leave: Locational Behavior of Entrepreneurial Firms. 
Economic Geography, 83(1), 27–50. 

Steyaert, C. (1997). A Qualitative Methodology for Process Studies of Entrepreneurship: 
Creating Local Knowledge through Stories. International Studies of Management & 
Organization, 27(3), 13–33. 

Steyaert, C. (2007). ‘Entrepreneuring’ as a Conceptual Attractor? A Review of Process 
Theories in 20 years of Entrepreneurship Studies. Entrepreneurship &amp; Regional 
Development, 19(6), 453–477. 

Stokes, D., & Blackburn, R. (2002). Learning the Hard Way: The Lessons of Owner-Managers 
who have Closed Their Businesses. Journal of Small Business and Enterprise 
Development, 9(1), 17–27.  

Storey, D. J., & Tether, B. (1998a). New Technology-based Firms in the European Union: An 
Introduction. Research Policy, 26(9), 933–946. 

Storey, D. J., & Tether, B. S. (1998b). Public Policy Measures to Support New Technology-
Based Firms in the European Union. Research Policy, 26(9), 1037–1057.  

Sweet, A., & Nash, M. (2007). Firms’ Decisions on the Location of Economic Activity. New 
Zealand Treasury. 

Tomory, E. (2011). Bootstrap Financing: Four Case Studies of Technology Companies. 
International Journal of Management Cases, 13(3), 531–538.  

Trettin, L., & Welter, F. (2011). Challenges for Spatially Oriented Entrepreneurship Research. 
Entrepreneurship & Regional Development, 23(7–8), 575–602.  

Tsoukas, H., & Chia, R. (2002). On Organizational Becoming: Rethinking Organizational 
Change. Organization Science, 13(5), 567–582.  

Tyebjee, T. T., & Bruno, A. V. (1984). A Model of Venture Capitalist Investment Activity. 
Management Science, 30(9), 1051–1066. 

Ucbasaran, D., Westhead, P., & Wright, M. (2001). The focus of Entrepreneurial Research: 
Contextual and Process issues. Entrepreneurship Theory and Practice., 25(4), 57–80. 

Ulhøi, J. P. (2005). The Social Dimensions of Entrepreneurship. Technovation, 25(8), 939–
946.  

Uzzi, B. (1997). Social Structure and Competition in Interfirm Networks: The Paradox of 
Embeddedness. Administrative Science Quarterly, 42(1), 35–67. 



 

205 
 

Uzzi, B. (1999). Embeddedness in the Making of Financial Capital: How Social Relations and 
Networks Benefit Firms Seeking Financing. American Sociological Review, 64(4), 
481–505. 

Van Auken, H. (2005). Differences in the Usage of Bootstrap Financing among Technology-
Based versus Nontechnology-Based Firms. Journal of Small Business Management, 
43(1), 93–103. 

Van Auken, H., & Neeley, L. (1996). Evidence of Bootstrap Financing among Small Start-Up 
Firms. The Journal of Entrepreneurial Finance, 5(3), 235–249. 

Van de Ven, A. (1992). Suggestions for Studying Strategy Process: A Research Note. Strategic 
Management Journal, 13(S1), 169–188. 

Van de Ven, A., & Huber, G. P. (1990). Longitudinal Field Research Methods for Studying 
Processes of Organizational Change. Organization Science, 1(3), 213–219. 

Van de Ven, A., & Poole, M. S. (1990). Methods for Studying Innovation Development in the 
Minnesota Innovation Research Program. Organization Science, 1(3), 313–335. 

Van de Ven, A., & Poole, M. S. (2005). Alternative Approaches for Studying Organizational 
Change. Organization Studies, 26(9), 1377–1404.  

Van Osnabrugge, M. (2000). A Comparison of Business Angel and Venture Capitalist 
Investment Procedures: An Agency Theory-based Analysis. Venture Capital, 2(2), 91–
109.  

Vanacker, T., Manigart, S., Meuleman, M., & Sels, L. (2011). A Longitudinal Study on the 
Relationship Between Financial Bootstrapping and New Venture Growth. 
Entrepreneurship &amp; Regional Development, 23(9–10), 681–705. 

Vesper, K. H. (1983). Entrepreneurship and National Policy. Walter E. Heller International 
Corporation Institute for Small Business. 

Voget, J. (2011). Relocation of Headquarters and International Taxation. Journal of Public 
Economics, 95(9–10), 1067–1081. 

Wakeman, S. (2013). The experience of New Zealand companies in commercializing 
innovation internationally: Summary of findings from interviews with company 
executives. Retrieved from European School of Management and Technology website: 
http://static.esmt.org/publications/whitepapers/WP-13-01.pdf 

Wasserman, N. (2008). The Founder’s Dilemma. Harvard Business Review, 86(2), 102–109, 
138. 

Weber, A. (1929). Theory of the location of industries. University of Chicago Press. 
Weber, B., & Weber, C. (2007). Corporate Venture Capital as a Means of Radical Innovation: 

Relational Fit, Social Capital, and Knowledge Transfer. Journal of Engineering and 
Technology Management, 24(1–2), 11–35. 

Westhead, P., & Storey, D. (1994). An assessment of firms located on and off science parks in 
the United Kingdom. London, United Kingdom: Department of Trade and Industry. 

Westhead, Paul, & Storey, D. J. (1997). Financial Constraints on the Growth of High 
Technology Small Firms in the United Kingdom. Applied Financial Economics, 7(2), 
197–201. 

Westlund, H. (2006). Social Capital in the Knowledge Economy. Retrieved from 
https://econpapers.repec.org/bookchap/spradspsc/978-3-540-35366-9.htm 



 

206 
 

Westlund, H., & Bolton, R. (2003). Local Social Capital and Entrepreneurship. Small Business 
Economics, 21(2), 77–113. 

White, M. C. (2004). Inward Investment, Firm Embeddedness and Place An Assessment of 
Ireland’s Multinational Software Sector. European Urban and Regional Studies, 11(3), 
243–260. 

Winborg, J., & Landström, H. (2001). Financial Bootstrapping in Small Businesses: Examining 
Small Business Managers’ Resource Acquisition Behaviors. Journal of Business 
Venturing, 16(3), 235–254.  

Woolcock, M. (1998). Social Capital and Economic Development: Toward a Theoretical 
Synthesis and Policy Framework. Theory and Society, 27(2), 151–208. JSTOR. 

Wright, M., Pruthi, S., & Lockett, A. (2005). International Venture Capital Research: From 
Cross-country Comparisons to Crossing Borders. International Journal of Management 
Reviews, 7(3), 135–165. 

Wright, R., & Ken, M. (1998). Venture Capital and Private Equity: A Review and Synthesis. 
Journal of Business Finance & Accounting, 25(5–6), 521–570.  

Wrobel, S. (2014, March 12). Tel Aviv IPO Drought Worsens After Trading Sinks. 
BusinessWeek. Retrieved from http://www.businessweek.com/news/2014-03-11/tel-
aviv-ipo-drought-worsens-after-trading-sinks-israel-markets 

Yin, R. K. (2009). Case Study Research: Design and Methods. SAGE. 
Yli-Renko, H., & Autio, E. (1998). The Network Embeddedness of New, Technology-Based 

Firms: Developing A Systemic Evolution Model. Small Business Economics, 11(3), 
253–267. 

Yli-Renko, H., Autio, E., & Sapienza, H. J. (2001). Social Capital, Knowledge Acquisition, 
and Knowledge Exploitation in Young Technology-based Firms. Strategic 
Management Journal, 22(6–7), 587–613. 

Zhang, J., Soh, P., & Wong, P. (2010). Entrepreneurial Resource Acquisition Through Indirect 
Ties: Compensatory Effects of Prior Knowledge. Journal of Management, 36(2), 511–
536. 

  



 

207 
 

Appendices  

Appendix 1 – Example of an interview protocol (Tech3) 

First, let me explain that we will have three main sections of questions during 

the interview:   

• The first set of questions relates to the early stage financing of Tech3. 

• The second set of questions relates to key events and processes in your 

innovation/technology development and how you gained access to resources to proceed 

(who helped and when).  

• The third section of questions relates to key location decisions 

Before we start the first set of questions, please give a brief overview of the history of the firm 

and the products and services you offer.  

The first set of questions: early stage financing 

1. Please describe the history of the capital structure of the firm from inception to this day. 

I am particularly interested to know about key events in the financing of the firm’s 

growth. 

2. Am I right to think you guys are bootstrapping the business? Tell me a little bit about 

that. For example, in your bootstrapping strategy did friends and family lend you money 

or any other resources such as space to start-up?  

3. Please tell me a bit about the networks that you or your business partner had already 

established in the market.  

4. Did any of the people in these networks help you to get your first clients (name a few 

clients) or suppliers? If so, when and how did this happen? 

5. How about debt? If, when and how did you start to count on banks (or other financiers) 

to finance cash flow/growth? 

6. Have you considered or are you considering equity finance as a way of financing further 

growth?  



 

208 
 

7. The use of employee share schemes is common, especially in tech companies, as a 

means to motivate and retain talent. Would you consider implementing such a scheme 

in the future? Please explain.  

The second set of questions concerns innovation and technology 

development and access to resources: who helped and how the firm evolved.  

1. What are the main non-financial resources that Tech3 needs to operate on a daily basis? 

I am interested to know about any non-financial resources such as physical resources 

(for example, a piece of equipment), knowledge, or human resources. 

2. Please tell me a bit about the challenges you have encountered in getting access to these 

resources, especially considering that you have bootstrapped the business.   

3. What role do friends, or friends of your employees, or communities of developers play 

in accessing non-financial resources (such as knowledge)?  

4. Relationships within the firm: for example, do you have any preference for hiring 

people that current employees have already worked with? 

5. Please describe how you go about the development of software for your clients. You 

have a very strong focus on clients’ needs, but how does Tech3 set itself apart from 

your competition?  

6. Tell me about key events when the client’s feedback improved the way you design 

software, for example with the use of Agile or Continuous Delivery.  

7. In terms of your ability to develop your software /apps, could you please tell me about 

the key events that made a noticeable improvement? For example, mastering a specific 

technology, or deciding to use a specific programming language or partnering with a 

particular partner. 

8. Does the fact that you are bootstrapping the business affect your access to non-financial 

resources? Please explain. 

9. Tell me about your other firm, the software solution. Is that one software application 

that you sell to different clients? Please tell me how did the solution came to exist.  
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10. How are you funding the development of the other firm?  

 

The third section of questions relate to key location decisions 

1. Please describe the history and motivations for the most important location decisions 

made by the firm, from inception to this day. I am also interested to know about any 

major location decisions. For example, tell me about how you came to establish your 

offices in the country Z. 

2. Are these offices only client-facing or do you do programming/ software development 

there too?   

3. Can you please give me a brief idea of how many people are employed in each office? 

4. Please tell me about the work you developed for firm C based in Silicon Valley.  

5. In an interview for magazine XY, you mentioned you had the opportunity to open an 

office in California, but have chosen to focus on Asia. Tell me a bit about that.  

6. Were there any significant location decisions in the past that specifically involved 

relocating a business function from Auckland to an overseas location? For example, 

have you outsourced any facet of development overseas?       

7. Do you believe bootstrapping affects your ability to make location decisions? For 

example, a decision to enter a new market?  Please explain. 

8. Do you see any direct or indirect, links between the sources of finance (including big 

contracts) used by the firm to date and its location decisions? Please explain. 

 

Appendix 2 – Example of alternate template: bootstrapping NTBF 

(Tech2) 

Case Background  

• Company profile 
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Tech2 is a software development NTBF providing services and products. The firm was founded 

by Dominic and Albert in 2008 in one of New Zealand’s largest cities. Tech2 offerings fit into 

both software services and software products categories. The company has three distinct 

offerings, namely: 

1) Software services: implementation, customisation and maintenance of one of the largest 

software for cloud-based Customer Relationship Management (CRM) – developed by a US 

based firm (hereafter this firm will be called “CRM provider”) 

2) Software services: developing enterprise-level application programming interfaces (APIs), 

managing identity and delivering a variety of web or mobile enabled bespoke applications with 

a particular focus on Ruby on Rails programming language, combined with a platform (used 

for development) called Heroku. 

3) Software products: Tech2 has also invested in their own software products – developed with 

the intention of selling directly to paying customers. Up to the time of the interview, the NTBF 

had developed or co-developed four distinct software products namely: 

• An add-on for CRM users. Tech2 had approximately 100 users worldwide but decided 

to divest from the application as it was not bringing significant revenues. The 

application ended up being sold to its major competitor in the US. 

• A software designed for the management of franchising operations, from the 

perspective of the franchisors. This was a 50/50 joint venture with another local start-

up which develops software applications for the retail sector. Tech2 decided to become 

the sole controller of the project, but afterwards decided to close the project down 

because they lacked the sales/marketing capabilities and a general understanding of the 

franchising industry. 

• A cloud based accounting software, which was developed by Tech2. They received 

equity in the firm as a form of payment. 

• More importantly, Tech2 is the sole developer of a software that is being targeted to 

CRM Developers (hereafter this software will be named Developer’s Tool). At the time 

of the interview, the project had been underway for more than 12 months, with 

development entirely funded by Tech2’s cash flow. 

Case selection and interviews 



 

211 
 

Tech2 matched the criteria for selection in the non-equity financed group of case studies 

primarily because up to the time of the interview, the firm had not received equity finance from 

outside investors. In addition, Tech2’s secondary research had allowed me to grasp many 

important facets of the management of the firm. In fact, the NTBF had acquired some notoriety 

in the New Zealand tech scene and in the local business media as they had been twice 

recognised as one of the fastest growing tech firms, not only at the local level, but also 

nationally. However, more important with regard to the objectives of this study, Tech2 was 

identified as the only NTBF in which the entrepreneurs had made explicit their intention to be 

a bootstrapped NTBF. This was unique among the sample was came to light because during an 

interview for a newspaper, the co-founders communicated their pride in having bootstrapped 

the business and sustained impressive growth rates. 

For this case study, both co-founders, Dominic and Albert, were interviewed. The interview 

with Dominic was conducted in a café in the office building of one of their main clients (one 

of largest companies in New Zealand). The other two interviews were conducted remotely, via 

Skype. 

The entrepreneurs’ profiles  

Dominic 

According to Dominic, he has “more of a business background” and the capability for handling 

and delivering Tech2’s technologies. He focuses on the design and implementation of the cloud 

CRM technology that is principally sold directly to customers by their offices around the world. 

In the second stage of development (seeding and first revenues) of Tech2, Dominic was 

actually doing the implementation and coding that initial customers required and was also 

responsible for the general management of the firm. In the third stage of development of Tech2, 

Dominic described a change “in terms of the type of the role that I play in project: it maybe 

strategic it maybe architecture and design of a solution… but the actual delivery of that solution 

would be handled by my team”. Dominic was born and raised in the city where the Tech2 was 

founded. According to him the founding location of Tech2 “is home”.  

Albert 

In the second stage of the development of Tech2, Albert applied his original skill set, which is 

more oriented towards software engineering, with particular expertise in a software language 

called Ruby on Rails associated with a development tool called Horuku. According to him, his 
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very technical background led to him becoming the Chief Technical Officer of Tech2. As the 

company evolved, Albert became responsible for running “complex projects” for clients, and 

his role became more sophisticated, with daily activities gravitating around being “part 

business analyst, part project manager, part executive consultant, part developer, part barista, 

everything. I run through a range of different areas….my background is very technical. Now I 

run most of our projects”. Albert, was born in India but his family migrated to Australia, where 

he grew up and completed his studies.  

• Main non-financial resources needed by Tech2 

Human resources were the most important non-financial resource that Tech2 entrepreneurs 

needed to form the firm and to develop their innovations, specifically software and database 

engineers and/or developers employed internally (i.e. not outsourced). In addition, Tech2 also 

made use of physical spaces (their offices), computers and access to the internet. In theory, a 

physical location is not necessary for Tech2 to operate as most of their projects are cloud based 

and the work of individual employees can be done remotely. However, the co-founders prefer 

to keep offices where their employees can go to work and as teams sharing a working space, 

create a stronger team culture within each office.  

• Growth in Tech2 

Growth – to date 

Tech2 has enjoyed very impressive growth since they started operating. This has allowed the 

NTBF use only their revenues to fund their expansion. Up to the time of the interview, Tech2 

had used no debt to fund its growth. From the moment of incorporation to the time of the last 

interview (early 2016), Tech1 had grown from a two-man operation in a very small office in 

the city’s CBD, to a 33-employee, multinational operation with a total of four offices. These 

offices comprise a larger head office in their founding location (with approximately 18 to 20 

people), another office in New Zealand’s largest city, one office in Australia and another in the 

USA, all three of which have approximately seven employees at any given time. Tech2 was 

also named as one of the 50 fastest growing technology firms in New Zealand in 2012 and 

2013.  

Growth –- possibilities for the future 
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The co-founders’ growth ambitions aligned well with their capital structure decisions. For 

them, it is not desirable to grow the firm just for the sake of growth. They look at many other 

aspects, as identified in the following excerpt from Albert’s interview:  

…one element of our strategy is about what we call our sweet spot on what our size 

should be. I would imagine that an investor would want to just grow and grow and 

grow, and that is what investors do and that is the whole point. Whereas we want to 

grow not only necessarily just our revenue footprint. We want to grow the things that 

we are doing, the ways that we live, and the people that we work with. It is a very 

multifaceted way of running a business. It is not defined by financial gain. There is 

not that singular motivation. Whereas if you bring in an investor that would be their 

primary perspective. Otherwise, they are making an investment that grows to a point, 

and just stays there. That is not what they want. 

However, this organic approach to growth does not necessarily mean that the co-founders have 

limited growth aspirations and intend to plateau. This organic/slower growth strategy is also 

linked to the way they have prioritised the quality of their services and made sure they have 

access (hiring) to high quality resources (employees) able to deliver the quality they are striving 

for. This can be identified in the following excerpt from Dominic’s interview: 

…it's about being comfortable with what you can control. When you get a chance to 

talk to Albert, you will get a very clear message around how he views quality. He is 

very deliberate on how he views people that he hire for his team. I'm trying to think…. 

he has never hired someone that he had just met… had to interview and then gave him 

or her a chance…. (our employees) They are all people that that we have known them 

for some mechanism already. Got to know them over a few months and then make the 

approach directly. You know, very trusted, skilled kind of team. I think that going 

back to the original question: where funding may be still be of interest to us, is 

around product development. We have a view that people are hard to manage. We 

don't want to be Accenture, and have thousands of employees doing a services firm. 

Because you can't manage the quality. To do what I just described during hiring, it 

would take 10 years to hire 100 people. But we still have a lot of ambition as what we 

want to achieve as a business. We have been building a product for the last 12 months 

but we have being able to finance that out of cash flow entirely. The only thing we are 

considering an investment is around that. 
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Early-stage finance (bootstrapping events) 

• Phase one: seeding and early revenues 

The early revenues and nature of the market experience both co-founders brought to the firm 

meant they had to inject very little seed capital. During the first four years of activity, Tech2 

was owned by the co-founders Dominic and Albert who each had 50% of the shares. According 

to Dominic: 

I think on day one we both put $5000 into the bank account. So we seeded with a very 

small amount. Because we were both doing our own thing, we had some connections, 

existing clients, and projects at the back, and it is fair to say that we did not pay both 

ourselves a lot. Back then… at all.  

Their bootstrapping approach can be considered almost ideological.  For example, according 

to Albert:  

We wish to be able to remain autonomous and maintain control so that we can follow 

through and do things that we believe it should be done. And therefore we didn't take 

any loan when we started nor did we take any capital investment when we started. 

• Second phase: early growth 

In their fourth year of activity, the co-founders made use of their equity in the firm as an 

incentive to attract and retain key employees – a practice that is common in start-ups. 

According to Dominic:  

Up until April or May last year, it was 50 and 50 Albert and I. One thing that was 

important for us when we took on a general manager was that person would have a 

skin on the game. So at that point, when Newton (the general manager) came on 

board, he committed to put some dollars in the company. Therefore, he put hundred 

thousand dollars into the business. Which we have not done anything with it. It has 

just provided a nice cash flow buffer. We did not spend it, has not gone anywhere. 

Then likewise, with our country manager in Australia. Same idea different amount in 

terms of what he was able to put in so he put some funds in as well. 
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More recently, other employees have expressed interest in investing in the firm, which 

prompted the creation of an employee share scheme. According to the co-founders, the 

participation of employees in their capital structure serves two concomitant purposes.  

First, it has allowed Tech2 to create a “buffer of capital” that can be used in a situation where 

revenues drop dramatically, as mentioned above. Creating this buffer was always important to 

the entrepreneurs because in the event of difficult times, it would allow them to give employees 

some time to look for new jobs whilst still receiving salaries, and therefore employees would 

still be able to look after their families.  

Second, it allowed the co-founders to demonstrate gratitude for the employees’ loyalty. For 

Albert, “loyalty is a bi-directional, thing”. The co-founders were very clear that they did not 

need to sell shares to employees, but they felt it was fair to reward key employees (and 

afterwards all employees) with the opportunity to have “a skin on the game”. 

• Entrepreneurs’ rationale for financing (bootstrapping) 

According to the Tech2 cofounders, there are two ways you can grow a firm like theirs. The 

first way, and the one they have chosen, is by getting new clients and contracts and then finding 

the human resources that you need (or reallocating the resources that you have) in order to fulfil 

these contracts. The alternative is getting investors on board to be able to build up these human 

resources internally, and only then trying to find the clients. They firmly believe that they were 

better off continuing to adhere to the more organic way.  

According to Albert, there are several reasons why they had deliberately chosen to bootstrap 

the business and not have any external investors or debt in their capital structure – in particular 

they were risk averse and wished to maintain control: 

I would say that we focus on an organic approach to growth, and we embrace the fact 

that we are very risk averse when it comes to debt. And we do not wish to have any 

strings attached. We wish to be able to remain autonomous and maintain control so 

that we can follow through and do things that we believe it should be done. Therefore, 

we didn't take any loan when we started nor did we take any capital investment when 

we started. 

Furthermore, according to Albert, a significant factor contributing to their capital structure 

decisions is their shared as both cofounders: 
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I guess that very central to the evolution and inception of Tech2 and its financial 

structure is the mentality that Dominic and I share. We believe that a lot can get done 

with very little... and the less is more approach to problem-solving kind of comes in 

the manner in which we financed the company”…. “Typically, the money that you are 

earning is deemed enough to put food on your plate, reinvesting back into the 

company and seeing it grow. Having said that, we both have personally made major 

financial sacrifices to get Tech2 started. 

Another reason was the co-founders’ preference for an autonomous decision making process 

that would have been impossible to maintain if they chose to have equity investors on board or 

owed money to banks. In Albert’s words:  

I prefer to maintain autonomy and not owe anyone a single cent. I prefer to be able to 

live and die by the decisions that I make, and Dominic feels the same way.  

• Avoiding or diminishing their personal expenses 

As often happens in bootstrapping firms, their entrepreneurs have to make personal sacrifices 

and tap into their personal social capital in order to be able to fulfil their basic needs, for 

example paying rent. Dominic recalled circumstances that played an important role in how 

Tech2 came to be:  

There were some little things I guess outside of work that always helped. For me 

personally at that time. I was flatting with a friend of mine he owned the house, so he 

wasn't too concerned, if and when I was paying the rent. We knew we would settle up 

at some point. So there were times at the beginning where I wasn't able to paying 

myself much so I was relying on the fact that he was charging me 90 bucks a week for 

rent and if I missed week and paid the following week, it wasn't a big problem. If I 

didn't have that, things would have been a lot tougher and I may have made other 

decisions. 

• Financing – possibilities for the future 

Dominic made it clear that the only area of the firm where they might involve outside equity 

investors would be in the development of their product portfolio, as evidenced in the following 

excerpts. First, Dominic: “I think that going back to the original question: where funding may 

be still be of interest to us, is around product development”.  
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Entrepreneurs’ use of social capital (structural and relational dimensions) 

The Tech2 entrepreneurs have used social capital extensively in the process of forming their 

NTBF and developing their products and services. Their use of social capital can be broadly 

analysed in three distinct ways, as established in this template:  

1) The key events, activities or context that have worked as enablers of the use of the 

entrepreneurs’ social capital. More specifically, these are the key events, activities and 

contexts that had, up to the time of the interview, contributed to the entrepreneurs and Tech2 

building such a good reputation. Their good reputation, in turn, facilitated trust-building and 

the use of their social network (for example, to get access to human resources or clients).  

2) Social capital that is internally oriented. More specifically, this is direct evidence of the 

use of social capital existing between the co-founders themselves, and between the co-founders 

and their already hired employees.  

3) Social capital that is externally oriented. More specifically, this is direct evidence of the 

ways used by the entrepreneurs to consolidate their relationships with the CRM supplier and 

directly with customers (as a software service provider and the seller of their own software). 

In addition, this externally oriented use of social capital is also evident in the way they 

approached the introductions for new hires (who always had to be introduced or known by 

someone internally)  

Enablers of the use of social capital  

Several events in the history of Tech2 indicate that the co-founders had developed a good 

reputation that inspired trust and very likely fostered their ability to use their social capital in 

order to get access to non-financial resources. Some of these are listed below:  

Winning awards and media exposure 

A significant event in the first phase of Tech2’s development was Dominic winning an award 

in an international competition held by the CRM provider in the USA. In Dominic’s words:  

We both had our sole contract businesses, and we decided to team up for a new 

business. We could have, basically, in 2010 formed in a new company and come up 

with a new name. But we simply chose to stick with Tech2 as a name because in 2009 
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I had won an award from the CRM provider in the US and there had being various 

articles with…our name in the media. It seems to be a good thing to keep that. 

As Dominic mentioned, this drew considerable media attention within the developer’s 

community, but more importantly, it attracted attention within the small office that the CRM 

provider had recently opened in New Zealand. Winning this competition had an immediate 

effect in terms of revenue for the NTBF because it prompted the office of the CRM provider 

in New Zealand to send business leads to Tech2 for small maintenance jobs for large firms.  

Several other events also attracted media attention, such as: 

For two years running, Tech two was named as one of the country’s top 50 fastest-growing 

tech firms. Tech2 was also included as one of the success stories for local tech firms that had 

achieved extraordinary growth after a major natural disaster-affected local business. 

Tech 2 made a very fortunate technology choice as one of their key suppliers acquired one of 

the developer’s platforms used by them. According to Albert, some market publications 

referred to this event as if it was due to a special type of “premonition” on Tech2’s part (Albert 

attributed it to pure and simple luck).  

The type and quality of initial contracts 

According to Dominic, most large implementation CRM projects require small adjustments 

that large IT firms would charge disproportionally high fees. He explained further that winning 

the award mentioned above was extremely important because the CRM provider started to 

recommend their services as a result:  

…so that was how we got the foot on the door of these big companies, It was an 

introduction from the CRM provider saying: if you got these little pieces of work, talk 

to Tech2. 

In this case, social capital was utilised with (or through) a powerful indirect tie in which Tech2 

took advantage of a new but well-established direct tie with the CRM provider. Thereafter 

every time Tech2 added another job that was concluded for a big local corporation, they 

increased their reputation and at the same time added to their newly established social capital 

that they could potentially tap into.  
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This externally oriented social capital also had an enabling aspect to it because it allowed Tech2 

entrepreneurs to hire new employees. According to Dominic: 

I think the contract we signed (with one of the Big four) that year was a key 

steppingstone. That enabled us to start hiring. I think it was exactly around that time 

in July or August 2010 we hired our first permanent employee in addition to the two 

of us. And by that stage, we also had two part-time university students, who worked 

kind of one day a week. And to service that project, we took on a contractor who now 

5 1/2 years later is still with us as a permanent employee. 

Industry experience 

The entrepreneurs had the benefit of long experience in the industry experience and realised 

very early in their development that they could tap into resources (more specifically revenue) 

from their own personal social capital: “We were both doing our own thing, we had some 

connections, existing clients, and projects at the back”, said Dominic. At this stage, the 

resources that they were drawing on came from the internal, pre-existing social capital that 

resided in the two co-founders’ relationships and their contacts with the market. In other words, 

both Tech2 entrepreneurs had accumulated years of experience in the local IT industry, which 

allowed them to explore their own individual contacts for the benefit of the firm. This is a 

situation that would likely not occur if both entrepreneurs had no or little experience in the 

industry. The human capital of both co-founders combined with their previous professional 

experiences represented the critical resources (e.g., the business contacts and potential clients) 

so important for a bootstrapping company.  

In the following section, most examples of the entrepreneurs’ use of social capital are the result 

of the co-founders’ industry experience. Most of their initial contracts were with people they 

had already known in the IT sector, and who could introduce them to decision-makers who 

would be able to sign contracts with them. This contextual evidence is for the use of social 

capital oriented both internally and externally, as demonstrated in the following two sections.  

Entrepreneurs’ use of social capital (internally oriented) 

• Social capital between entrepreneurs.  

The use of social capital prior to the official setting up of Tech2 was mostly internalised and 

concentrated around the formation of trust between the co-founders, Dominic and Albert. This 
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occurred when they worked on an IT project together, liked each other’s work ethic and realised 

they had some complementary skills/resources to draw on if they decided to open a business.  

The Tech2 entrepreneurs’ use of social capital started in phase zero (pre-foundation) with the 

development of an interesting work relationship between Albert and Dominic when they started 

working together as contractors, in the same project for a large corporation. This project was 

based in the same city where Tech2 is still headquartered. According to Dominic, they enjoyed 

working together, and they both thought: “We could do more of that”. Then, in 2008, the co-

founders decided to join forces and realise their plan to form the firm. They decided to begin 

operations by basing their offerings on their own technical knowledge attained over many years 

of experience in the IT industry.  

As the business grew, they decided they would need staff to take responsibility for their 

workflow and dealing with clients. This identified need prompted the co-founders to hire two 

key members, who would be entitled to buy some shares in the firm after a certain period of 

time.  

• Social capital between entrepreneurs and employees.  

The founders of Tech 2 created several mechanisms to stimulate mutual internal trust and 

reciprocity between themselves and their employees – which ultimately facilitated the hiring 

process and fostered employee retention. Examples of these mechanisms can be identified as 

follows: 1) initially paying below-market rates for the first employees; 2) borrowing 

employees’ social capital to hire new staff members. In this way, Tech2 ended up only hiring 

staff that they (somehow) already know or had worked with. Further, 3) allowing some key 

members of their team to buy shares and a posteriori the creation of an employee share scheme 

(open to all employees with more than one year working for Tech2); and. finally, 4) Albert’s 

focus on getting specific types of contracts that would be exciting and stimulating for his team 

to work with.  

• Initially paying below-market rates for first employees  

According to Albert, their ability to convince some of their early staff to work for them for 

below-market rates was a significant characteristic of their beginnings: 

Initially when we were getting off the ground I would say that our employees at the 

very early days who are still employed by us almost six years down the track)… They 
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were young in the industry at the time… And I still think they were not earning market 

rates, but they chose to work for us because they have seen some potential. You know 

we have introduced them into the way that we were working with the technology that 

we were working, with the vision that we had around cloud platforms, and the 

development of applications on the cloud. They were interested in that from a career 

growth prospective. And so as we found many people will come to work for Tech2 are 

not motivated to make lots and lots of money. They are motivated to do things in a 

certain way. 

• Borrowing the employees’ social capital to hire new staff members 

Borrowing employees’ social capital is one of the important aspects of the use of social capital 

through indirect ties. More specifically, when hiring employees, the co-founders amplified 

their social capital by using or borrowing the social capital of their newly hired employees, as 

identified in an excerpt from Dominic’s interview. 

In the early years at least. What happened was, we hired one university student. 

Lucas is still with us today… fantastic employee… and he said there is this guy John 

in my class. It is the smartest guy in my class we should hire him, so we hired John. 

Jonh still works with us today…John said I got this mate Marcus, he the only guy in 

the class as a smart as me. Marcus, is still working with us today. So there was a 

sequence of events. Every time a new university student came in they had to tell us the 

next person from their network would be. And I think we added about six people that 

way. So that was one fortuitous way. 

Dominic confirmed these employees were sourced from the local university, and a new cycle 

of introductions was currently happening, however now from the local polytechnic instead of 

the university: 

It is interesting. Most, a lot of them have been to the local university. In terms of that 

chain of events, they all graduated at some point. They were all added in the Work 

force, and once they were added into that system, they could not recommend who the 

classmates were. Some of them they would say I'm still friends with this guy that I 

went to university with. But that chain has being broken now.… Because they now 

must be around 27 because they are from that same year. They have all grown up, we 

need to tap into the next fan, which we kind of have done, we got two or three this 
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year. But they came from the local Polytech. We got to choose one, which brought in 

another one. I think lots of people at the head office in particular know each other 

outside of work. Or knew each other before they came to work for us. The general 

theme there is a trusted warm introduction. We are not putting up job advert in the 

paper, saying application is closed and this day and then we go through a list of 

people or a hire that person. We have never really done that. It's kind of, the organic 

nature as kind of to wait until the right person comes along and only then hire them. 

• Employee retention and loyalty 

According to Albert, as Tech2 has experienced considerable growth, they have also fine-tuned, 

and in addition to still trying to provide interesting types of work for their team, they are now 

paying above market rates.  

…so over the years we have actually evolved in a way that we have tuned our 

offering, we have tuned our revenue, we have tuned to clients that we work with, we 

have tuned therefore salaries and bonuses. We now feel that we kind of came to a 

point where we toppled over the other side where we are a paying above market rates 

to the excellent team that we have. And we are also paying ourselves very decent 

salaries. Our financial scenario now we have the stability and kind of revenue that it 

takes to pay high end engineering team this sort of rates that we feel is appropriate, 

which are actually above market rates. And we do many things beyond just a salary to 

make sure that our people are well looked after. 

With regard to providing interesting work for their employees, Albert’s explained that in his 

view, if they had equity investors, they would not be able to choose the types of contracts that 

translate interesting work for their staff: 

Would we become a factory of just turning things through? Would we not tackle 

challenging projects… and instead tackle all in the same thing again and again and 

again… To just turn things through… So that we have our repeatable pattern of work 

that is reliable and has a higher source of revenue. And would bored the hell out of 

our team.… Who would then work somewhere else. So I ask myself a question and I 

put myself in someone else's shoes: why would I stay and do the same thing again and 

again and again? I think that kind of engagement that we have with the team is born 

out of the fact that we do interesting and diverse work. And it doesn't always landed 
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itself to be the kind of thing that put that put us on this ridiculous revenue pathway. 

It's been good, but we could have made decisions to compromise earlier, but we have 

chosen not to. 

Entrepreneurs’ use of social capital (externally oriented) 

The entrepreneurs’ externally oriented use of social capital can be identified in terms of the 

following: a) getting new customers (for CRM) (Tech2 took advantage of their relationship 

with the CRM provider, which allowed them to get referrals and develop business leads, several 

of which were with large firms, which also contributed to their building their reputation); b) 

getting new customers (for bespoke applications), and c) avoiding or diminishing their personal 

expenses.  

• Industry specific experience/human capital.  

Such technical knowledge has allowed Tech1 to target two distinct markets, namely:1) the 

implementation of CRM projects using the CRM platform; and 2) bespoke web applications, 

primarily involving one specific language called Ruby on Rails and a development tool called 

Horuku. According to the co-founders, they could have handled this choice of initial offerings 

in many different ways. However, their choice to focus on their distinct technical expertise was 

made with the deliberate purpose “not to put all eggs in one basket”. 

More specifically, the entrepreneurs restricted themselves to doing exactly what they were 

already experienced in doing. Dominic was then and still is, responsible for the CRM side of 

the business. Albert was and is still responsible for bespoke applications.  

At the early stages in the venture, Dominic was responsible for the delivery of CRM projects 

and for the general “overhead administration, finances and accounting”. With time, his roles 

have changed and with more personnel on-board, he stopped doing the hands-on delivery of 

projects and became more involved in higher-level project management and strategic planning. 

In sum, in terms of the characteristics of the entrepreneur founder, he possessed human capital 

that was directly related to Tech2’s technology development process. 

In that regard, the entrepreneurs believed they had made the right choices (and were lucky too) 

in terms of the technologies they decided to adopt in order to offer their services. This is 

because the demand for these technologies increased exponentially in the years after the 

foundation of the firm. As Dominic put it, “We backed the right horse”.  
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• Getting new customers (for CRM)  

Initially, in their second stage of development, the critical importance of the entrepreneurs’ use 

of social capital (as previously mentioned) was demonstrated by the fact that the CRM provider 

sent numerous business leads for large companies that only wanted to carry out small 

maintenance adjustments on their projects. According to Dominic this is how it happened:  

When those early CRM clients had their initial implementation done by one of the 

much bigger services companies, they had spent a large amount of money on it. Now 

they were at the point where they only needed small improvements carried, but on a 

regular basis. When they went back to the big companies to say we just want to do 

this small thing, they would get receive an enormous quote because these companies 

work from big project to big project. So that was how we got the foot on the door of 

these big companies. It was an introduction from the CRM provider saying: if you got 

this little pieces of work, talk to Tech2. 

Interestingly, the relationship with the CRM provider evolved at a fast pace and their mutual 

trust also increased. This meant that more recently, the CRM provider was no longer only 

approaching Tech2 for small maintenance jobs, but also for their brand new large 

implementations. According to Dominic: 

…those small jobs (that we initially got to do) are the ones that we are trying to avoid 

now. We have become the large company. So now there are these other companies, 

whereas we have mood moved up the food chain and they are at the lower end. It is 

quite funny to go for full circle. So, from a relationship point of view, from my point of 

view. Forming that relationship with the CRM provider was crucial. It has served us 

really well. 

• Getting new customers (for bespoke applications). 

Social capital, or in the words of Dominic – “connections”, played a big role in getting a larger 

contract early in their development, in June of the first year of operation. According to 

Dominic, in addition to the leads from the CRM provider, they experienced several occasions 

where their connections were a significant component in getting a new contract. For example, 

on Albert’s side of the business, (on bespoke applications) social capital was also crucial, 

according to Dominic: 
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 Others were some serendipitous sort of connections that we had. So I had a friend 

who was working in (One of the Big Four accounting firms) that suggested that we 

meet with “this guy” that had just been appointed head of innovation. We had dinner 

with him when he went near our office one time… and the next minute we were doing 

a project (continued) likewise, Albert will tell you the same story, around one of the 

first… another project that we picked up that year, was for a friend of Albert who was 

working for a massive corporation, but building a little venture on the side. So then 

we started working for the venture on the side. And then, within 18 months we were 

doing work for the massive corporation which was a big massive construction 

company (now owned by a German multinational) 

Albert made a clear statement about how his original social capital from Australia (where he 

grew up) was important, and he wanted to tap into it: 

Because I come from Australia, one of my goals was always to reach back and use my 

Australian network… And start doing work for Australian clients. In our founding 

location, we had a decent amount of work to do… But not even close to down amount 

of work that we could do, from the CRM software point of view that we can do in our 

second Office. Therefore, I pushed hard to my side of business in generating a lot of 

revenue for us from Australia with big companies that are based in Australia. You 

know through the network that I have effectively. And Dan have pushed really hard, 

and successfully, in our second office. And that is how (both locations) came about. 

Because it is good to have a physical presence in your major markets. So then we 

started to work for US clients, from afar, remotely... from New Zealand. And then we 

were travelling quite a bit every year to the US to present in conferences, to do on-site 

work with clients.  

In addition to the above examples where both CRM and bespoke application contracts were 

helped by the co-founders’ social capital, employees also helped with introducing new clients 

(although to a much lesser extent) according to Dominic: 

…at different times, there have been some smaller clients that came along because 

somebody said… Somebody knew someone and they recommended us. I can’t think of 

any significant ones, but we have definitely taken on clients because the staff have a 

recommended us, and they were connected in some way. Not massive. There was a 

company in South Auckland. We probably did a $10,000 project for them and the IT 
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manager was mates of one of our programmers that kind of example. It helps, but it 

hasn't being a significant driver let’s say. 

• Getting new customers (for their own software products). 

Social capital has been a decisive element for Tech2 in deciding which software products they 

should develop and the markets they should try to enter. For example, Tech2 entrepreneurs 

decided to collaborate with another software company for the development of software to 

manage a franchising operations. After a considerable amount of effort on both sides, the Tech2 

entrepreneurs decided they would like to control the project (because the other party did not 

have the time and focus on the project at that time). After buying out the other party, they then 

quit the project after a few months because it was going nowhere – they did not have the 

appropriate skills to understand the franchisor’s needs and how to market it. According to 

Dominic, this happened in the following way: 

…the Franchise Software started as a 50-50 joint venture with a local retail software 

developer. Then it progressed to us buying them out then progressed to us shutting it 

down….we built in partnership, they were busy growing and had no time to do their 

part of the bargain. So we wanted autonomy, we have negotiated a way to take it 

over, 100%. We then spent a year trying to sell to places and got nowhere. Then we 

had some realisation around what our core skill set were. Then we made the decision 

last year. December. We just have realised that if we're going to sell a product, it 

needs to be in an industry or in a domain that we know ourselves. So we realised that 

selling a product about franchises if we know nothing about franchises. 

The above experience, in combination with the fact that their subsequent big software product 

project is targeted towards users and developers of the CRM software (the same CRM that 

Tech2 implements), indicates that their willingness to develop new software products is 

somewhat guided by their ability (or otherwise) to tap into some specific social networks, i.e.: 

they did not know anybody in the franchisor domain that could help them to further develop 

the software and also had the social capital to facilitate sales of the software. On the other hand, 

they had solid knowledge of the users and community of developers that work with the CRM 

provider. This was reflected in their decision to fund the development of a software tool that 

facilitates the deployment and update of new versions of the CRM software. According to 

Dominic: “So Developer’s tool, which is the new product we are working on is a product for 

CRM software customers. We know CRM software customers very well.” 
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The entrepreneurs’ social capital was also at work in their decision to divest from one of their 

products, their add-on for CRM users. According to Dominic this is how it happened: 

So we were in a random conversation in a convention last year. Our product biggest 

competitor was a product called factmaker. The owner of factmaker and I were 

having drinks and he just made a throwaway comment: if you ever want to our add-on  

we should talk. At that point we took at it as a throwaway comment. So then we 

thought we are going to do this, and got in touch with him February this year and 

came to an arrangement. 

The evolution of key location decisions in Tech2  

The evolution of key location decisions in Tech2 has centred on market entry opportunities and 

been primarily driven by a need to have a physical presence in locations where they have 

customers. There are four of such location decisions worth mentioning. I will now briefly 

explain how these decisions unfolded: 

• First location (headquarters) 

The first location decision was to establish the firm in one of the country’s largest city in the 

South Island. This city was home for Dominic as he was born and raised there. Albert used to 

live in Australia but had decided to move to this founding city despite his own fear that he 

would ruin his IT career (this was, therefore, a personal choice where other factors were more 

important than purely career considerations). This location became their headquarters, and at 

the time of the interview had grown to approximately 19 employees.  

• Second location – another office based in New Zealand 

The second main decision was to open a physical office in one of New Zealand’s largest cities 

(in the North Island). The decision was centred on the fact that market demand for their CRM 

services was growing. Dominic was flying in and out almost every week in order to meet with 

current clients. Prospects for growth, especially in the CRM space, were much higher in this 

city than in the founding location, which both entrepreneurs believed has quite a limited market 

in terms of potential clients for large projects. Such current and imminent demand and the fact 

that the number of flights was getting uncomfortable for Dominic ended up justifying their 

physical presence and the opening of an office in the second location. Notably, their physical 
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presence also grew organically. Initially, they first had some people working remotely from 

home and only later made the decision to set up the office.  

• Third location – second office based in Australia 

The third location resulted from a combination of already ongoing customer relationships (that 

demanded more of a physical presence in order to better serve their customer base), and the 

market potential represented by Albert tapping into his well-established social networks and 

therefore being able to attract more customers. In addition, in this particular location decision, 

there was also a significant element of serendipity in decision making. A significant natural 

disaster had affected the city where Tech2 was headquartered, prompting Albert to want to 

move out of the city to protect his family from the traumatic events they had experienced. With 

that in mind, he sped up the decision to go back to Australia:  

…because I come from Australia, one of my goals was always to reach back and use 

my local network… And start doing work for Australian clients. In our HQ location, 

the city has a decent amount of work to do… But not even close to down amount of 

work that we could do, from the CRM point of view that we can do in our second 

location. So I pushed hard to my side of business in generating a lot of revenue for us 

from Australia with big companies that are based in Australia. You know through the 

network that I have, effectively. And Dominic have pushed really hard, and 

successfully, in our second office. And that is how both second and third office came 

about. Because it is good to have a physical presence in your major markets 

• Fourth location – third office based in the USA 

Broadly speaking, the main motivations for the fourth location decision were a combination of 

their need to better serve ongoing clients, and more importantly, to create new market 

opportunities for Tech2. However, the precise location in that market was totally influenced by 

where Albert wanted to live with his family. It was mostly a personal choice, as is identifiable 

in the excerpts below: 

So then we started to work for US clients, from afar, remotely... from New Zealand. 

Then we were travelling quite a bit every year to the US to present in conferences, to 

do on-site work with clients… 
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So I am sitting in our third office right now in the USA. I have been to this town many 

times… It's sort of matches my personal needs in my professional needs it's a lovely 

place to raise a family we have a young family… I can look at the window in our 

office and can see it huge mountains as I speak to you. So a can go out and play. It's a 

cosmopolitan tail it's a university town there is a lot of good business here. There is a 

lot of entrepreneurial work to be done… And people to be mingled with. It's a really 

lovely mix of those things. It's not a huge city. It makes for an easier living. And 

therefore fit our needs completely. We have access to a lot of our US clients from here 

because I don't need to explain where I live. Everybody knows this town. It's a very 

famous town. It's a bland of you know, business focus and personal choices which are 

a really important because if you forget about your personal needs you ended up 

hating where you live. 

• Outsourcing? Where? 

Outsourcing is not a usual practice at Tech2, as the co-founders prefer to do all work in-house. 

However, it is important to notice that the headquarters provides the majority of the 

programming for the Tech2 subsidiaries (although all three offices also do deliver some 

programming).    

• Direct and indirect influences of early-stage financing on location decisions  

The most significant aspect of the influence of Tech2’s capital structure in the location 

decisions relates to the freedom and autonomy the entrepreneurs have to make their location 

decisions, therefore allowing them to make locational choices that are possibly not optimal but 

would fit their personal interests or circumstances. 

As evidenced in the excerpts below, this can be clearly identified in the way in which Dominic 

spent a year travelling between working in their offices just after he got married for exclusively 

“personal reasons”. In addition, the decision to locate the US office in a small city also fits this 

category as it was Albert’s preference.  

•  Other significant aspects on location decisions.  

• The entrepreneur’s preferences is a key aspect of location decisions:  

After getting married, Dominic decided to travel and do a “tour of the offices”. Accordingly, 

he and his wife went to live for a few months in Australia, and then in the US.  
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Yes, that is going a little bit off topic, But with Albert moving to the US last year. And 

we kind of knew that this year of travel was coming out for me. This was dictated by 

my wedding in last December, we hired Newton (the general manager) last year 

knowing that eventually neither Albert nor I would be in the original office that we 

started the company. For me (the founding location) is home. But my wife and I left 

the city in January then we went to Australia. For four months, I worked out of our 

Australian office, and then I spent five months in our US office. And then now I am 

here in our second office for the next 12 months. So I got to see the tour of the offices. 

What that means, a lot of the reasons for doing that are personal. I wanted to travel in 

this time of my life. It means that I have being remote from my team from most of the 

year…  

For Albert, establishing their third office in Australia was also important as his family is based 

there.  

Because I come from Australia, one of my goals was always to reach back and use my 

Australian network… And start doing work for Australian clients 

More specifically, the location decision for their US office was purely personal. It was a 

location that Albert had come to know before and happened to like very much. This was 

reinforced by his opinion that he would like to be in a place that was good for him and wife to 

raise their kids. 

So I am sitting in Boulder right now in the USA… Have been to this town many 

times… It's sort of matches my personal needs in my professional needs it's a lovely 

place to raise a family, we have a young family 

Perceived territorial embeddedness 

When asked if opening up new locations, would diminish the contribution of the work that is 

done at their headquarters, Albert replied in an interesting way, which can be interpreted as 

transferring the responsibility for “firm embeddedness in its founding location” to his team. In 

a sense, he is suggesting that if the employees are embedded in the founding location, the firm 

remains embedded there too.  

The team that we have there… They are a very talented group of people. They have 

being very loyal… You know they are my friend's we became very tight… So as long 
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as I guess…they are with us will have a strong footprint there to the extent that. I 

have, in the last year and a half, very happily paid for them to travel to our other 

offices So that we can keep the team together and keep people working together and 

help them build relationships… With new staff… With clients. This is very important 

with all the remote work that we do there is nothing better than face-to-face time. I 

don't need much of an excuse to pay for flights and accommodation for a one of my 

crew to come out and hang out. Even if it is just a work in another office. If the people 

are good and the people are happy… then I am happy. The team at the founding 

location is solid there. They are a good group of people, and that is the way it will 

stay if they wish to stay with us. 

 

Appendix 3 - Example of alternate template: EEF NTBF (Tech10) 

Case Background  

Company profile 

Tech10 is a software services NTBF incorporated in July 2015 by Amber and her two co-

founders. The current shape and form of Tech10 can be considered an evolution of two previous 

start-ups that Amber managed to co-found (with one of her current co-founders and another 

co-founder who later exited the venture). In the original start-up, the focus was on mobile app 

development, which was part of the skillset of the third co-founder (who had exited). 

Thereafter, with the incorporation of Tech10, Amber and her remaining co-founder were joined 

by another new minority co-founder. This new co-founder has a very strong skill set in business 

analytics and was, at the time of the interview, the Australian head of business analytics for 

one of the big four consulting firms. This was the key event that marked their transition from 

a focus on app development to a focus on providing cultural institutions with business analytics.  

Currently, the NTBF is focused on providing cultural institutions with software that can capture 

information from several sources (such as the web or hardware placed within their physical 

installations). Using such aggregated data, Tech10 software then displays information and 

insights in the form of a dashboard that enables the management of the institution to carry out 

analytics based on the behaviour of their visitors. As part of their offerings, Tech10 also 
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provides cultural institutions with assistance for the analysis of their data – a service that they 

call data concierge.    

At the time of the interview, Tech10 had developed a proof of their concepts, having secured 

one of the largest cultural institutions in New Zealand as their beta-test site. Several institutions 

overseas had already acquired their SaaS packages or demonstrated their interest in their 

software. According to Amber, at the time of the interview, most of their potential sales pipeline 

was coming from the USA.    

Case selection and interviews 

Tech10 had a very short pre-interview history of approximately two years. The entrepreneurs 

initially believed they would be able to bootstrap the business. However, their thoughts 

changed as the firm started receiving more positive feedback and interest from potential 

customers. In addition, going through a period being based in an accelerator programme also 

contributed to their change of heart in accepting that they would have to get external equity 

capital on board.  This history can be identified in the following excerpt: 

It is always a possibility (to continue bootstrapping), but at this point in time, we have 

a lot of business sitting on the table that we have raised interest from. And we need 

the funds to be able to address it quickly. And we feel that if we don’t do that, a 

competitor will arise into that challenge. And so timeliness for us is really important. 

And so we felt that that ruled out a bootstrap possibility because the speed wouldn’t 

be there. 

The entrepreneurs’ profiles  

Amber 

Amber, the CEO of Tech10, was the only co-founder interviewed. She has a background 

working in marketing sales and strategy for large multinational technology firms. It is 

important to note that she did not have extensive working experience in the NTBF’s intended 

market. She is a young and very out-spoken business leader who has quickly become very well 

known in her intended industry as she is constantly exploring public speaking opportunities to 

talk about the benefits for institutions in exploring big data analytics and artificial intelligence 

(and that Tech10 offers software to facilitate those initiatives). 

• Main non-financial resources that Tech2 needs 
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Similar to most of the NTBFs in our sample, Tech10 cofounder also makes clear that the most 

important non-financial resource they have are their people (and their time). This can be 

identified in the following excerpt: 

So I think, certainly for us, the number one would be our time and people. And we 

have a very experienced team, and I think that’s been one of our biggest advantages 

in the market with customers, and also when it comes to raising capital. And I think 

analytics, in particular, is a market that requires that. And part of our transition in 

the last year, I think we can see that. You know, the explosion of companies that have 

gone into the app space is horrendous, because the barriers to entry are very low. 

Just about any developer can pick up the skills very quickly to do that development. 

The same is not true for analytics.  

It requires a lot more experience, and a lot more deep understanding of that space. 

And that, for us, is just huge competitive advantage that we have some market leading 

people in that space. Our CTO, is the director of (one of the big four) analytics 

practice in Australasia, so we have what I would consider to be some top notch talent. 

And I think that would probably be our number one non-financial resource. And I 

think it would probably be our number one overall, more so than funding, because 

others can’t buy that.  

• Growth in Tech10 

Growth - to date 

Amber, did not share much of the information that could be reported as reflecting their “growth 

to date”. For example, the precise information on their number of clients and number of 

employees, were not shared. However, it was possible to understand from some vague 

comments during the interview, that their total head count was probably six people and that 

they probably had some six clients (counting with some non-paying local beta testers) 

Growth - possibilities for the future 

Although, no specific data was given on their growth plans (in terms of financials), Amber 

made it very clear that they were very ambitious in terms of growth and that expansion in new 

markets (such as US and then Europe) was their priority.  



 

234 
 

Early-stage finance (external equity finance events)  

• Capital structure – to date 

Tech10 was being bootstrapped up to six months after its foundation in July 2015. Around 

January 2016 they have secured two small seed investments and (one from a group of investors 

and another from an accelerator programme. Both of these investments were below fifty 

thousand dollars. Soon after, (before their first anniversary) Tech10 had secured their first angel 

investment (six hundred thousand New Zealand dollars).   

So in the first instance, we were bootstrapped, and, where founders contributors of 

cost, and their time. And for me, that’s been full time. And also cost of expenses of 

operating in the market. And at the beginning of this year (2016), we took on an 

investment, where we had a number of private investors who took in, like similar to a 

convertible note structure, and we took on some funding through that. In coming 

through the accelerator programme, we also took on their twenty thousand 

investment. And we have just completed our first official capital raise. So if you 

consider the first investment plus the accelerator investment a bit of seed round, then 

this (current investment) has been our angel round, which we’re taking on for equity. 

 

• Entrepreneurs’ rationale for financing decisions  

One of the most significant events in relation to the entrepreneurs’ changes in deciding to move 

from bootstrapping to get equity capital on board was because they Tech10 have recently had 

strong indications, from the market, that there was a latent demand for their business analytics 

solutions. Therefore, they need to get equity capital to speed up the development and marketing 

of their software. When asked about the possibility of them to be carrying out bootstrapping 

the business, Amber answered:  

It is always a possibility, but at this point in time, we have a lot of business sitting on 

the table that we have raised interest from. And we need the funds to be able to 

address it quickly. And we feel that if we don’t do that, a competitor will arise into 

that challenge. And so timeliness for us is really important. And so we felt that that 

ruled out a bootstrap possibility because the speed wouldn’t be there. 

• Financing – possibilities for the future 
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Amber has clearly demonstrated that they had the intention to raise other rounds of equity 

capital. Specifically, she was selecting her current early investors, based on the potential 

connections these investors could bring not only in her target industry but also on their ability 

to bring US based venture capital on board.  This can be identified in the following: 

The second decision was on the remainder investors, and again, we were very 

fortunate. We oversubscribed, very heavily, so we had a selection of investors to 

choose from. And we tried to fit most of them in, but again, we have prioritised 

investors whom we consider to be strategic, where they bring connections with them 

internationally, and industry, and in the investment sector itself. Or where they have 

significant opportunity for follow on. So that’s how we’ve made those calls.  

It’s a balancing act. The earlier you raise money the more expensive it is, and you 

have to be very careful that you don’t raise too much, too soon, and therefore when 

you get into a series a, you no longer have enough equity to negotiate with. Not only 

in terms of what you’re giving away, but on what you have left. So an American 

investor could look at the company and say, well, the founders don’t have enough 

incentive, this, therefore, makes this a risky investment. And therefore, I will not 

proceed. So that can be a red flag at that stage. So for us, a lot of the decisions that 

we’re making now are made with the next five years in mind, rather than just, what do 

we need this month.  

At the same time, you never want to run out of cash either, so you also want to, within 

that bounds, raise as much as you can, that is appropriate for your stage. And that is 

a very delicate decision between the two things. We felt that, given we had proven our 

market, proven our customer, proven our solution, that this would be enough to go 

out and capture the business that we had raised interest for. And therefore we would 

be able to come back with good growth to raise series A from. 

Entrepreneurs’ use of  social capital (structural and relational dimensions) 

Tech10 entrepreneurs have extensively used social capital in the process of forming their 

NTBF. Their use of social capital can be broadly analysed in three distinct ways, namely:  

1) The key events, activities or context that have worked as enablers of the use of the 

entrepreneur’s social capital.  
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2) Social capital that is internally oriented.  

3) Social capital that is externally oriented.  

 

Enablers of the use of social capital  

Several events in the history of Tech10 indicate that the co-founders have developed on a good 

reputation that inspired trust and very likely fostered their ability to use their social capital in 

order to get access to non-financial resources. Some of these are listed below:  

Industry experience 

Although Amber indicated that she had had experience in the cultural sector, her experience 

was more broadly positioned in previous Marketing and Strategy in high tech multinationals. 

Therefore it is possible to believe that most of the Tech10 understanding of the market needs 

does not come from the entrepreneurial team’s experience directly working in the cultural 

sector. Instead, it comes from but from Amber’s marketing focus on trying to understand the 

market’s needs. This is obvious in a section of the interview when she tries to explain the shift 

from being an App developer to being an Analytics company:  

So the number one thing really was customer feedback when we went out into the 

market. From both people who adopted the platform, who, that increasingly their 

focus turned to the analytics capabilities of it. And they started to ask more questions 

about what other information they could get access to. And also from people who 

didn’t adopt the platform, who gave us feedback on why they wouldn’t, and what they 

wanted instead of. And the number one message that we heard back from those 

customers, or potential customers, was can I get the data without the app. And that 

was what spun our thinking of why we started looking in that direction.  

And the other thing that we heard consistently from the market was that people 

wanted to understand the visitor experience before, during and after their visit, over 

any channel, inside the cultural institutions and out in the world. And so we started to 

understand that we needed to pull in as much information on the visitor as we could, 

and that wasn’t necessarily just coming from one place. So that began our data 

strategy, around where that information was coming from. 



 

237 
 

 

The type and quality of initial contracts 

Tech10 have benefited from securing, in very early stages of their development, a local cultural 

institution as a beta site (used for testing their analytics tools). Soon this venue was not serving 

the purpose as a beta site because of the small number of visitors and because the venue was 

mostly outdoors. With that in mind Tech10 secured interest from one of the largest cultural 

institutions the country based in Auckland with more than five hundred thousand visitors per 

year.  

Both of these contracts were very important for Tech10 because these avenues provided the 

required feedback that was needed for the firm to be able to develop their software. In addition, 

the second location has also served as a reference for tech10 when they have agreed to provide 

a testimonial to Tech10.    

Winning awards and media exposure 

Although Amber did not have an extensive experience in the industry, they were intending to 

operate she has been extremely efficient in gaining free media exposure not only in New 

Zealand but also internationally (especially in the USA). The entrepreneur has established 

herself as an authority in the data analytics space as she has been invited to do several 

workshops and minor public speaking situations. Although awards were not yet earned prior 

to the interview, Amber’s ability to reach out the community working in this industry, and be 

considered an expert in the field, has given her (and Tech10), an impressive enhanced 

reputation in their market.  

Entrepreneurs’ use of social capital (internally oriented) 

The entrepreneurs’ internally oriented use social capita can be demonstrated through:  

• Social capital between entrepreneurs.  

The three co-founders have had some history working together, prior to the foundation of the 

NTBF. However, during the interview, Amber did not demonstrate the importance of them 

having a close relationship between co-founders. The evidence of such history can be identified 

in the following excerpt when Amber explained about their arrangements of working remotely 

(the technical cofounder being based in Melbourne, Australia).  
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“I think the distance is achievable. The second is sort of use of collaboration tools is high for 

us, you know. Whether that’s setting a conference through Google, Slack and Chat, and all 

these sorts of things are really useful.” 

Social capital between entrepreneurs and employees  

No evidence of this process. Amber did not emphasise or highlight the importance of her 

relationships with Tech10 employees. 

Initially paying below market rates for initial employees 

No evidence of this process.  

Borrowing the employees’ social capital to hire new staff members 

No evidence of this process. 

Employee retention and loyalty 

No evidence of this process. 

Entrepreneurs’ use of social capital (externally oriented) 

 

The entrepreneurs’ externally-oriented use of social capital can be identified in relation to the 

following:  

Industry specific experience/human capital 

One of the most notable aspects of the marketing efforts that Amber leads in Tech10 is their 

focus in trying to reach industry-wide organisations, events and social media (with a particular 

focus on US institutions) without necessarily having had the chance of working directly with 

these organisations in the USA. Amber’s intent was not necessarily to build strong and trusting 

relationships in these institutions, but instead, she was much more concerned about creating an 

image of being an expert in the analytics for her industry. Her strategy was much more targeted 

towards building a reputation visible to the industry (as opposed to building individual 

connections). Similar to other EEF NTBFs, their technology was the key factor influencing 

interest from potential users (not personal relationships).  
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When asked about her involvement with two industry associations based in the USA, Amber 

commented on her strategy: 

So rather than talk specifically about those names, just generally within the industry, 

our view was that to bring the industry together behind analytics is a mission, we 

needed to create some momentum and unity in that. But also, in order to position our 

brand, that our brand would be more powerful alongside names like these. So with 

these two things in mind, we establish contacts, we put proposals in front of them, 

we’ve worked on joint initiatives with them, we then presented together with them to 

industry. And in particular, we have targeted strategic alliances that bring networks 

with them.  

So people, or organisations, I should say, that have hundreds of cultural institutions 

that are part of their communities. And through that, we have been able to create our 

own community. So we now have what we call the XYZ  community, which has about 

five hundred industry players in it. And that provides us with a basis to listen to 

industry, and also a basis to engage with our own messages. 

Amber and her co-founders have been working together for a number of years but not 

specifically targeting the cultural market.  This likely has decreased their ability to tap into their 

industry specific social capital. The evidence of such developments can be identified in the 

following excerpt when Amber explained about their arrangements of working remotely (the 

technical cofounder being based in Melbourne, Australia.  

But because we have a long history of years of working together, I think the distance 

is achievable. The second is sort of use of collaboration tools is high for us, you know. 

Whether that’s setting a conference through Google, Slack and Chat, and all these 

sorts of things are really useful. 

In addition, their industry-specific experience comes out only, as amorphous in the beginning 

because they were creating another product (an app). During their seed phase, they were joined 

by a co-founder who had experience in creating mobile applications. Afterwards, Amber 

excited as co-founder, replaced by another technical co-founder who had an analytics 

background more related to their current offerings. This whole change in industry-specific 

human capital can be explained in the following excerpt: 
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So when the first start-up started, It started as a passion project. We had a co-founder 

who was involved in that business was a mobile app development interest. And when 

our company focus swung into analytics, we brought in a new co-founder with an 

analytics background. And going forward, haven’t done mobile app development. So 

we have worked with that co-founder to exit them. And our current co-founder, as you 

can probably see from your notes, has come on as our primary co-founder, from a 

technical standpoint. 

 

Getting feedback (from the market) for the development of the platform 

An initial amorphous identity that shifted from app development to analytics for the 

entertainment industry. One of the most significant aspects of the use of the entrepreneurs’ 

social capital was the intensive use of their initial clients (or potential clients) to understand 

what was the real market need that Tech10 should be targeting with their technologies. It was 

this attention to the market needs that has prompted their shift from primarily being a start-up 

developing apps (for the cultural sector), to completely changing their focus, and re-launching 

as a new start-up (as Tech10) that would be focused on providing business analytics tools for 

the cultural sector. This evolution and attention on the market needs and feedback can be 

identified in the following excerpt when Amber was asked to tell the history of events around 

their transition from being an app developer to being an analytics provider: 

So the number one thing really was customer feedback when we went out into the 

market. From both people who adopted the platform, who, that increasingly their 

focus turned to the analytics capabilities of it. And they started to ask more questions 

about what other information they could get access to. And also from people who 

didn’t adopt the platform, who gave us feedback on why they wouldn’t, and what they 

wanted instead of. And the number one message that we heard back from those 

customers, or potential customers, was can I get the data without the app. And that 

was what spun our thinking of why we started looking in that direction.  

And the other thing that we heard consistently from the market was that people 

wanted to understand the visitor experience before, during and after their visit, over 

any channel, inside our industry and out in the world. And so we started to 

understand that we needed to pull in as much information on the visitor as we could, 
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and that wasn’t necessarily just coming from one place. So that began our data 

strategy, around where that information was coming from.   

 

 Getting new customers (intensive use of industry-wide public relations and events to 

expand their industry specific networks 

On several occasions, Amber demonstrated that their main market focus would be the USA. 

This focus has also influenced the decision as to which investors they would pick. For Amber, 

the investors that would open doors and bring more capital from the USA were the ideal. This 

can be identified in the following except: 

…(continued) we were very fortunate. We oversubscribed, very heavily, so we had a 

selection of investors to choose from. And we tried to fit most of them in, but again, 

we have prioritised investors who we consider to be strategic, where they bring 

connections with them internationally, and industry, and in the investment sector 

itself. Or where they have significant opportunity for follow on. So that’s how we’ve 

made those calls. 

Avoiding or diminishing their personal expenses 

No clear evidence of this process. However, Amber communicated that at that point in time, 

the co-founders were not receiving salaries.  

The evolution of key location decisions in Tech10  

First location (headquarters based in New Zealand) 

Their first location coincides with the fact that the two of co-founders (amber and the second 

co-founder) were already based in Auckland. “So obviously, we are headquartered in 

Auckland, and we will remain so for a while. And that, for us, is coincidental with the fact that 

we started here.” 

While the firm is based in Auckland, the third (technical) co-founder (CTO) was living in, 

Australia. One of the advantages of having the CTO based these was that according to Amber 

they could tap into a much larger Network. This can be identified in the following excerpt: 
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And our CTO is based in Australia, and will continue to be based there. It has been a 

blessing and a curse having a split founding team, geographically. It enables us 

bigger reach into complete separate networks, but at the same time it makes it harder, 

sometimes, day to day.  

 

Second location, first office based the US 

As previously mentioned, several times during the interview Amber made it clear that the USA 

was their main focus, not only because that country had almost half of all cultural institutions 

in the world but also because of the potential for them to raise more capital and reach better 

valuations in that country.   

Our CTO also is originally from the US, and so part of our intention as a founding 

team is to be very US focused, and we do currently have quite a few customers over 

there. All of our pipeline is coming from there, our marketing efforts are all focused 

there. And so for us, we see at least our development, and our operations remaining 

in Auckland, but certainly our business development efforts, in the short term, being 

US centric. We’ve been very specific about the state that we’ve selected to enter 

through, which is DC, and the reason for that is the industry; that’s where our 

customers identify with, even though they’re spread throughout the US themselves. 

The potential and the focus on the USA market as a source for their future rounds of equity 

capital raising is demonstrated in the following excerpt: 

The earlier you raise money the more expensive it is, and you have to be very careful 

that you don’t raise too much, too soon, and therefore when you get into a series a, 

you no longer have enough equity to negotiate with. Not only in terms of what you’re 

giving away, but on what you have left. So an American investor could look at the 

company and say, well, the founders don’t have enough incentive, this, therefore, 

makes this a risky investment. And therefore I will not proceed. So that can be a red 

flag at that stage. So for us, a lot of the decisions that we’re making now are made 

with the next five years in mind, rather than just, what do we need this month. 

• Outsourcing? Where? 
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No evidence of this process. Amber did not share information about any outsourcing of their 

software development activities.  

Direct and indirect influences of capital structure on location decisions 

Throughout the interview, it became clear that not only the co-founders were intentionally 

focusing their marketing initiatives in the USA market, but they have also chosen (local) angel 

investors, which could open doors in the USA, and also they are already planning to raise equity 

from the USA in the future.  
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