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Abstract 
Many relationship-based studies focus on how businesses are maintained and 

developed. However, little attention focused on individuals as business initiators and 

the consequent processes. This study will bridge this gap. A theoretical model with 

two cases will answer two questions   

 

-How individuals initiate business through personal network?  

-What is the consequent process? 

 

The study demonstrates that individual do play a very important role when initiating a 

new business and they set in motion relationship-building processes that change the 

network structure.  

 

The contribution for research and management is clear. The netentrepreneur is a new 

‘actor’ and can be useful in future studies of business networks. Management can 

usefully become conscious of the possibilities they have in studying their network 

contacts before initiating new businesses. Managers should utilize managing 

individual’s networks as new competition strategies. This will modify the view of 

management strategy and also contribute to theory building. 

 

 

Key words: Network structure, Structural hole, Connectivity, Netentrepreneur, 

Exchange, Relationship, Adaptation 
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1. Introduction 

1.1 Research background 

A large number of authors have suggested that the pattern of global industrial 

competitiveness and the traditional model of economic growth have changed 

dramatically with economic globalization, information technology, organization 

change and network development (Caves 1971; Cyert and March 1963; Porter 1976). 

Small entrepreneurial enterprises, industry clusters, strategic alliances and regional 

economy are flourishing. Meanwhile, the traditional way of business competition at 

the enterprise level gradually evolved into business networks or relationships 

(Håkansson 1982; Johansson 1989). This practice of business network has aroused the 

concern of the business community and academia. Researchers have recognized that 

business network is a strategic option for enterprises acquiring resources from not just 

internal environment, but also external environment as enterprises are embedded in 

the social network and competitive advantage could be built through becoming an 

insider in one or several business networks (Johanson and Vahlne 2009). Originally, 

the idea of studying business as relationships and network relationships originated in 

Uppsala University (Hägg and Johanson 1982; Håkansson 1982; Hallén, Johanson, 

and Seyed-Mohamed 1987). Actually, the strategic significance of network resource 

generated from the information flowing in the network. Embedded in one or several 

business network, enterprises could focus on the value-creating activities they are 

familiar with (Miles and Snow 1984), such as share risk and cost (Hamel, Doz, and 

Prahalad 1989), enter foreign markets (Doz and Hamel 1998), cut down information 

cost and facilitate technological innovation (Seung Ho Park 1996) through sharing 

information and knowledge with other insiders.  

 

Practically, not only enterprises, but also individual could utilize social capital and 

network to initiate new business opportunities (Tsai and Ghoshal 1998). That means 

individuals could “discover” or “innovate” business from their experiences and 

context. So far, however, much attention has been paid to the business network in the 
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firm level rather than the individual level, which does not provide a full or convenient 

view of the field. Particularly, the booming of small entrepreneurial enterprises is a 

significant phenomenon nowadays as they are regarded as the important source of 

innovation and value creation in 21st century. And business network could be a 

valuable resource for enterprise founders to initiate new business. Furthermore, in 

emerging economics and economics in transition “netentrepreneur” can be useful.  

 

1.2 Research objective   

The aim of this thesis is to study how individual contributes to initiate new business 

and subsequently what process the business develops that change the network 

structure giving further opportunities for new individual. The author would like to 

develop a theoretical model that initially created by Nazeem Seyed-Mohamed (work 

in process—not to be quoted without permission. I have gotten permission). The 

model is adapted to this study by adding Set Theory which can be understood as a 

branch of mathematics that studies sets which are collections of objectives (Cohen 

1966). In order to achieve the research objective, the author will try to answer the 

following research questions: 

 How individuals initiate business through personal network? 

 What factors come into play subsequently that generate business dynamics and 

structural change? 

 

This thesis is structured into five main sections. The thesis will begin by presenting a 

general literature review of theories in social network and social exchange. Then an 

integrated theoretical framework is introduced. Next, the author would present the 

method used to conduct investigation and analysis. This will be followed by the 

illustration of the data collected. Further, results of qualitative case studies will be 

analyzed and interpreted. Finally, a general conclusion will be presented, as well as 

the limitations of this study.     
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2. Literature review 
This section aims to provide the theoretical foundation of this thesis. Based on the 

foundation of the existing theories in social network and social exchange, a business 

initiation process and dynamics model is able to be established. This model is 

consisting of two parts, namely the structure part and the process part. Within this 

section, the author intends to combine these previous theories as well as the set theory 

to explain the mechanism and principles of this model. 

 

2.1 The structure part 

2.1.1 Network structure 

Among previous studies, a large number of researchers have endowed the term 

network with various definitions. On the one hand, sociologist Emerson claims that a 

network is consisting of the following five elements: “(1) a set of actors, (2) a 

distribution of valued resources among those actors, (3) for each actor a set of 

exchange opportunities with other actors in the network, (4) a set of historically 

developed and utilized exchange opportunities called exchange relations, and (5) a 

set of network connections linking exchange relations into a single network structure.” 

Thus, briefly speaking, a network is a specific social structure that contains two or 

more connected exchange relations between actors (Emerson 1972). On the other 

hand, from the business network perspective, a network consists of two or more actors 

as well as their resources exchange activities (Håkansson 1982). More specifically, a 

network can also be described as series of interlocking positions (Easton 1992) which 

an actor holds being influenced by the role that the actor has in its relationships with 

other actors with which it is directly or indirectly related (Mattson 1986). Combining 

these three definitions, a network can be defined for analytical purpose as a set of 

various small clusters with each cluster contains different interconnected actors. 

Moreover, each actor occupies a position in the network, and this position can be 

influenced by his or her relationship with other actors. 
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2.1.2 Connectivity and structural hole 
Connectivity 
In this thesis, the author defines a connectivity has the same meaning with a cluster in 

social network theory. In his famous article the strength of weak tie, Granovetter gives 

out a clear definition of cluster: a cluster is a group of people who have strong 

relationship with each other. Here, the strong relationship refers to the relationship 

between close friends, family members, people who have been partners for a long 

time, people who frequently get together for social occasions, and so on. Between 

different clusters there may be no connection as well as have weak connection 

(Granovetter 1973). 

 

Granovetter （1974） also points out that within each cluster information is able to be 

transferred freely, which means, each member of the cluster tends to know the same 

information that other person knows. Under the circumstance that no member has a 

contact with members from other clusters, information can only be transferred within 

this cluster instead of being disseminated to other clusters. Similarly, Burt (1992) also 

claims that “each cluster of contacts is an independent source of information”. One 

cluster, no matter how many members it has, is one source of information, since 

people who are strongly connected to one another are more likely to know the same 

information at the same time. 

 

According to the strength of weak tie theory, a bridge tie between two clusters can be 

the best access for both clusters to get novel information from each other. Moreover, 

the theory also states that the so called “bridge tie” must be a weak tie. This is because 

the stronger the tie between two actors is, the more likely these two actors will have 

contact with the same third actor, which means the less possible to get new or fresh 

information. In other words, the spread of information on new ideas and opportunities 

must come through weak ties that connect actors in separate clusters. (Granovetter 

1973, 1974) 
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For the purpose of providing readers with a better understanding, the author tries to 

apply Set Theory to explain connectivity in a different way. As Figure 2.1 

demonstrated, actors A, C, D, E, F are members in Connectivity X while actors B, G, 

H, I belong to Connectivity Y. Besides, each actor is connected to one another within 

a connectivity. If we consider that sets N1 and N2 represents Connectivities X and Y 

respectively, then N1 can be known as a set of interrelated actors A, C, D, E, F, while 

N2 also refers to a set of interrelated actors B, G, H, I; denoted N1= {A, C, D, E, F}, 

N2= {B, G, H, I}.  

Figure 2.1 (a) Two independent connectivities (owned by Yue Zhao) 

 

Figure 2.1 (b) Two connectivities with a weak tie (owned by Yue Zhao) 

When there is no connection between Connectivities X and Y (as Figure 2.1(a) 

showed), it can be understood as: sets N1 and N2 are independent with each other, 

denoted N1 ∩ N2= ∅. In the same way, when there’s a weak tie between Connectivities 

X and Y, it can be understood as: there’s a intersection of sets N1 and N2, denoted N1 
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∩ N2= {A—B}.  

 

Specifically, as Figure 2.1 illustrated, it is noticeable that each line between two actors 

refers to the flow of information transmission. The solid line represents higher 

intensity of information transmission while the dotted line stands for relatively lower 

intensity of information transmission. Moreover, the probabilities can be calculated by 

using mathematics. Further, and accordingly, the probability of creating new 

information transmission between any two unrelated actors can also be calculated 

when the probability levels for the other connection are known. For instance, in figure 

2.1 (b), if the probability of information transmission between actors A and C is 0.9 

(PA-C=0.9) and the probability is only 0.3 between A and B (PA-B=0.3), then based on 

these two figures PB-C can be calculated. 

  
Structural hole 
Based on the Structural Hole theory, the term “structural hole” refers to a relationship 

of nonredundancy between two actors. The so called “nonredundancy” means two 

actors have no direct contact with each other or one has contacts that exclude the 

others (Burt 1992). Moreover, Burt (1992) also states that an actor who has more 

nonredundant ties with its counterparts in different clusters is likely to acquire more 

nonredundant information. Here, the nonredundant information is the same as the 

novel or new information that mentioned above. Within a network, this information is 

crucial, because it is not fully available to every actor. In other words, the more 

nonredundant information an actor gains the more benefits he or she is able to enjoy. 

Hence, with facilitates that provided by the new information, the actor will get better 

performance and become the broker to fill structural holes (Burt 1992). 

 

As figure 2.1 showed, in graph (a) there are structural holes between each member of 

Connectivity X and Connectivity Y, for instance the hole between actors A and B, G 

and C, D and I etc. Similarly, in graph (b), structural hole exists between everyone in 

Connectivity X and Connectivity Y, except between actors A and B.  
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2.1.3 Netentrepreneur 

Connectivity and structural holes together are two reasons for the emergence of 

netentrepreneur who is able to act as a broker, who has the capacity to bridge 

structural holes. In this thesis, a broker is endowed with a new name “netentrepreneur” 

which means the person who acts as a network entrepreneur to create new 

connections between nonredundant contacts. According to the structural hole theory, 

nonredundant contacts can and only can be linked through the central actor of a 

cluster, since the central person is the first one that has the possibility to get novel 

information. As a result, this person is also the first one who can discover new 

opportunities created by needs in one cluster, which could be served by skills in 

another cluster. Consequently, he or she can take the initiation to bring people 

together and coordinate their activities (Burt 1992). It is noticeable that opportunities 

discovered by the netentrepreneur are quite different from traditional business 

opportunities. Here, new business opportunities are generated by connectivities and 

they may very well be generated due to the demands and supplies of skills between 

various clusters. For instance, in figure 2.1 (b), actors A and B belong to different 

connectivities, A is the central actor of Connectivity X. B invented a new software 

program and intended to start a business to sell it. However, B has no idea about how 

to do business. Moreover, no one in Connectivity Y has knowledge about doing 

business. As a result, through the weak tie, A is able to know that B needs a partner 

who has technique of doing business. If A knows that actor C is a business man and is 

quite interested in this software business, A will discover the new business 

opportunity between B and C. Consequently, A can take the initiation to introduce B 

and C to each other and help them to establish connection, for instance organize 

meetings for them.   

 

The competence of combining various actors together not only makes a 

netentrepreneur become an attractive network contact to other people, but also makes 

it easier to change his or her surrounding network structure. As has been mentioned 

before, within a network, nonredundant information is critical to every actor and is 
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not available to every actor. Thus, netentrepreneur is able to gain nonredundant 

information through changing network around him or her. With more fresh 

information, netentrepreneur may discover more business opportunities and enjoy 

more benefits as well. 

 

For the purpose of this thesis, the author defines a netentrepreneur with the following 

features. The first and most essential one is that the netentrepreneur is usually a social 

person with above average communication and networking skills. Since the more 

social a person is, the more possible he or she is able to become the central person in a 

connectivity. Moreover, it is more likely for a social person to have weak connection 

with actors in other connectivities, since this person have more opportunities and 

enthusiasm to meet various people. As Granovetter (1973) states that weak tie is the 

best access to novel information, with the help of this information social person 

usually possesses advantages in finding new business opportunities. Secondly, this 

person usually has rich experiences. Doing business is a complicated task consisting 

of various opportunities as well as traps. As an experienced netentrepreneur, it could 

be easier to detect business opportunities and structural holes, as well as avoid 

business traps at the same time. Last but not least, the netentrepreneur is usually a 

trustful person. Eventually, this is the prerequisite of establishing new connection 

between nonredundant actors. If other actors did not trust this netentrepreneur, then 

they would be not willing to believe the information that the netentrepreneur provided 

as well as to build connection with the actor recommended by the netentrepreneur. In 

short, these three traits facilitate netentrepreneurs to discover new business 

opportunities that are essential in dynamic business networks. 

 

In the figure 2.2, actor A or B is qualified to work as a netentrepreneur. Since, through 

the weak tie A—B, these two actors are the most likely ones to gain information from 

both Connectivities X and Y. In other words, only these two people have prerequisites 

to discover structural holes and exploit business opportunities. 

 



12 
 

2.2 The process part  

2.2.1 Relationship exchange 

Exchange is a key concept in marketing theory (Bagozzi 1975). In social Exchange 

theory, exchange is a dynamic process. Homans (1958) points out that interaction is a 

process in which two actors carry out activities directed toward one another and 

exchange valuable resources. Such exchange is interpersonal and thus most often 

idiosyncratic, in the sense that information exchange becomes more dyadic and 

personal. In addition, Emerson (1962) states that trust plays an important role in 

exchange processes. Exchange in a social context is always ongoing, a process that is 

important in trust building as well as relationship-establishing. In business, 

information exchange facilitates product exchange, financial exchange, interpersonal 

exchange etc. This exchange process is also an investment process, and it may lead to 

specific adaptation processes.  

 

2.2.2 Relationship adaptation 

Researchers in different fields endow the term adaptation with various definitions. In 

business markets, for instance, when supplier and customer establish and develop 

business relationship, it can be understood as through exchange mechanisms a 

supplier discovers opportunities and makes adaptation to a specific customer’s needs. 

Moreover, in dynamics of business relationships, the term adaptation had another 

definition. Within business relationships one or both actors bring fit between each 

other’s needs and capabilities is so called relationship adaptation (Hallén, Johanson 

and Seyed-Mohamed 1991). Adaptations could occur in finance, products, 

investments, logistic, production etc. 

 

2.2.3 Relationship exchange and relationship adaptation 

These two factors are the main dynamic factors that generate the mechanism that 

makes business activities as a process. Relationship specific information generates the 

need of various adaptations to facilitate counterparts in their businesses. Such 
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adaptations are usually investments that are irreversible and could be considered as 

sunk cost. Firms will not make such commitments unless they find the need and also 

trust the counterparts (Hallén, Johanson and Seyed-Mohamed 1991). The expectations 

are counterpart-specific investments or adaptations must lead to increase in business 

activities that may be related volumes, technical development etc. Finally, it can be 

expected that relationship exchange processes and relationship adaptation processes 

link two or more actors in various connectivities that maybe more or less strong. 

 

The interfirm activities in a new relationship generated by the netentrepreneur will 

also influence the network structure. Simultaneously, it will also modify the positions 

of the actors in specific network. With the analytical purpose in mind, the author may 

presume that the network is continuously changing but it is also stable. So change and 

stability are the basic conditions in business networks. 

 

2.3 The process causes the structure change 

The network structure can be defined, for analytical purpose, as positions of actors in 

networks. Moreover, as has been mentioned before, a network can be described as 

series of interlocking positions (Easton 1992).  

 

2.3.1 Position 

In the social exchange theory, the concept of ‘position’ is essential to understand, 

since it not only helps simplify the analysis of the complicated networks, but also has 

been considered as a significant determinant of behavior in exchange networks (Cook 

and Emerson 1978). In their study in 1983, Cook and Emerson defined an actor’s 

position as its exchange relationships to other actors and the degree of 

interdependencies between actors in the specific network. Similarly, according to 

Johanson and Mattson (1986), within a business network every actor has its exchange 

relationship with others, then each actor’s position directly depends upon its 

relationships with other actors and indirectly depends upon other actor’ relationships 
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within the business network. In their later study in 1991, they also pointed out that 

actors’ positions are interrelated with each other and are continuously undergoing 

change (Johanson and Mattson 1991). Besides, Seyed-Mohamed and Bolte (1992) 

argued that the position plays a significant role in influencing the action of an actor in 

terms of seeking new relationship and enhancing old ones. Thus, based on the existing 

literature, it is obvious that an actor’s position is crucial for an actor within business 

networks; moreover, position is affected by the actor’s relationships with others. In 

short, positions and relationships are components of network connectivities. In such 

connectivities not all actors are directly correlated. Such “holes” in the network can be 

perceived as “structural holes”. 

 

2.3.2 Position change 

Actors alter their positions through changing their interdependence with other actors 

within the network (Seyed-Mohamed and Bolte 1992). In the previous discussion, the 

establishment of a new relationship will change network structure. For instance, the 

establishment of a new business relationship between an engine supplier and a motor 

vehicle manufacturer will have consequences to the network structure. In order to 

satisfy the special demands of the motor vehicle manufacturer the engine supplier 

may need new components, which will lead to the result that the supplier creates 

business relationship with new sub-supplier. Cook and Emerson (1978) claims that 

the motivation for actors to maintain or strengthen their positions is that better 

position is able to provide the actor with more power within the network.  

 

Through relationship exchange, an actor in network is able to acquire specific 

knowledge of the exchange activities of its counterparts. This knowledge getting 

process is gradual and incremental by the logic of learning by doing, which 

subsequently enhances the process of doing by learning (Seyed-Mohamed and Bolte 

1992). In addition, if two actors keep interacting with each other, then based upon 

information exchange and product exchange activities, actors will gradually develop 

relationships with other actors within the network. This process involves interplay 
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between the development of knowledge about the network and its operations on one 

hand and an increasing commitment of resources in the network on the other 

(Johanson and Vahlne 2009).  

 

Figure 2.2 (a) The establishment of weak connection between nonredundant actors (owned 

by Yue Zhao) 

 
Figure 2.2 (b) Weak tie become strong tie (owned by Yue Zhao) 

 

Back to the set theory, the explanation of the change of network structure can be 

presented as follows. If we consider, as Figure 2.2 (a) demonstrated, actor A works as 

the netentrepreneur. Then, it is possible for him to find the structural hole between 

actors B and C. However, when actor A successfully helps B and C to establish a new 

connection, the intersection of N1 and N2 starts to change, denoted N1 ∩ N2={A—B, 

B—C}. That is because at the very beginning actors B and C just know each other; 

consequently, the tie between actors B and C should be weak. As time goes by, the 
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connection B—C becomes stronger and stronger, the Connectivity X and Y gradually 

combine as a new Connectivity Z (Figure 2.2 (b)). Thus, when these two 

connectivities become one, based on the set theory, this combination can be expressed 

as the union of N1 and N2, denoted A∪B={A, B, C, D, E, F, G,H,I}. 

 

2.4 Theoretical Framework 

 
Figure 2.3 The business initiation process and dynamics model 

 

Based on the previous review of theories, the business initiation process and dynamics 

model can be established (Figure 2.3). Network structure has two manifestations, 

namely connectivity and structural holes. Due to the weak ties between different 

connectivities, the central person of a connectivity, namely the netentrepreneur, is able 

to get novel information which facilitates him or her to discover structural holes and 

new business opportunities. Subsequently, with the purpose of gaining more network 

benefits the netentrepreneur will take the initiation to bridge the structural hole. In 

short, the appearance of netentrepreneur is the result of connectivities, weak and 

strong relationship structures in network as well as structural hole. Network structure, 

connectivity, structural hole and netentrepreneur form the structure part of the model. 

This part is also where individuals take part in: the netentrepreneur connects two or 
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more nonrelated individuals. The structure part is the incentive of the process part, 

because the netentrepreneur will generate and facilitate these nonrelated individuals to 

do relationship exchange. This may consequently lead to inter-actor adaptations. 

Relationship exchange and relationship adaptation are two interrelated concepts, 

which means they have impacts on each other. However, it is important to understand 

that the relationship strengthen process is a time and money consuming procedure 

rather than what can happen overnight. Only with the improvement and adjustments 

of relationship exchange and relationship adaptation can new connection become 

stronger and stronger. Consequently, when new relationship is established, the 

positions of actors in the network will successfully change, which causes the forming 

of new network structure. In other words, relationship exchange and relationship 

adaptation cause the change of original network structure. The changed network 

structure will also provide new connectivity and holes, as well as new business 

opportunities which push a new cycle to start. 

 

3. Methodology 
This chapter will present what actions that the author has taken in order to conduct 

this study to achieve the research objective. 

 

3.1 Research design 

In this thesis the author intended to answer the following questions: (1) How 

individuals initiate business through personal network? (2) What factors come into 

play subsequently that generate business dynamics and structural change? With this 

purpose, the author first applied deductive theory approach, which means the author 

presented a theoretical framework (namely the business initiate process and dynamics 

model) by the help of existing social network and social exchange theories. Followed 

by a case study with two cases, from which the author would like to find out how 

individuals in these two cases initiated and developed their businesses. Then, based on 

the theoretical and empirical findings the author made conclusions on how individuals 
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act as entrepreneurs in the network context and what factors can generate business 

dynamics and structural change. 

 

In order to conduct this research, case study with multiple cases is applied as a 

research strategy. A case study with multiple cases refers to a case study consisting of 

more than one case (Saunders et al. 2009). The most obvious advantage of multiple 

cases is that the user can explore whether the findings of the first case are able to 

occur in other cases and then generalize the findings (Saunders et al. 2009). 

Eventually, a large number of existing literatures in business research have pointed 

out the significant role case study played in generating and testing theory (Eisenhardt 

and Graebner 2007). More specifically, Yin (1994) points out that compared with 

other research methods, case studies are suitable to be used to answer “how” and 

“what” questions, since these questions are more explanatory. However, it is 

undeniable that case study has its limitations. The most obvious one is that a case 

study is not generalisable due to its small and idiosyncratic sample, since it is hard to 

prove that data is representative for large population. Because within this study, the 

author targeted a research field that is neglected by other researchers, thus the main 

purpose of this thesis is to provide readers with a clear understanding of how 

individuals initiate new business and the following process. Quantitative studies can 

be suggested for the future study. Thus, the author believes that in this thesis, case 

study is an appropriate approach to get the answer of the research questions.  

 

When collecting data, semi-structured interviews were applied. Interviewers who 

utilize semi-structured interviews will prepare a list of questions and themes to be 

covered in advance, however the questions and the order can be adjusted according to 

various contexts (Saunders et al. 2009). Besides, the author designed every interview 

question as open-ended question to make interviewers to obtain facts or extensive and 

developmental answers from respondents (Grummitt 1980). 
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3.2 Literature selection 

The entire literatures required to build the theoretical framework are mainly from 

social exchange theory and social network theory. What’s more, for the purpose of 

providing readers with a better understanding, the author also combined the Set 

Theory to explain some key concepts. The author gained literature through the 

databases JSTOR, EBSCO, and Google Scholar with searching the key words 

“Business networks”, “Structural holes”, “Connectivity”, “Relationship exchange”, 

“Relationship adaptation”, “Information exchange” and “Set Theory”. After the 

selection of the searching results, valuable ones were chosen to provide theoretical 

foundation of the new business initiate process and dynamics model.     .  

 

3.3 Sample Selection and data collection 

3.3.1 Sample selection 

To achieve the objectives of this study, the selected cases should satisfy the following 

criteria. Firstly, the new business should be initiated by at least two individuals. 

Secondly, co-founders should be nonredundant individuals before they started the 

business, which means that these actors did not know each other until they were 

connected by the netentrepreneur. Finally, these individuals were linked by a 

netentrepreneur who was capable to detect the structural hole and create connection 

between them. Based on these three principles, two different cases are selected. One is 

about a Swedish company Saab Automobile AB while the other one is about a 

Swedish dental clinic company SK clinic AB. These two cases are quite unlike. The 

first case is a cross border one while the second one is domestic. Moreover, the two 

companies are from automobile industry and dental industry, respectively. Besides, 

the netentrepreneur did not take part in the new business in the first case, but involved 

in the new business within the second case. The purpose of choosing these two cases 

is to see if this model can work in various circumstances.  

 

The first case was from a previous case study of Saab Automobile AB (Hallberg and 
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Seyed-Mohamed 1999). The original case is used to illustrate Saab’s process of using 

business networks to enter the Baltic States market. Thus, it is no doubt that the aim 

original case is quite different from this study. However, within the case it is stated 

obviously that Saab started the new business in Baltic market because its engineer 

found a broker, who helped him to establish connection with an Estonia supplier, from 

his individual networks. In other words, in this case, an individual acted as a 

netentrepreneur combined two individuals and started a new business. Although two 

companies took part in ‘process part’, in the ‘structure part’ only individual involved. 

As demonstrated in the literature review, individuals only play roles in the structure 

part. The rich data in the original case also gave abundant information to become 

input in this paper. Thus, the author believed that this case was qualified to be applied 

in this study. 

 

The second case demonstrates the establishment and development of a young Swedish 

dental clinic company SK Clinic AB. It is a story about how a researcher combined 

people that come from four different connectivities and started a dental clinic 

business. 

  

3.3.2 Data collection 

To first case, the original study was rewritten by the author. In order to keep the 

validity, the author only selected a part of data and restructured it without adding any 

new information. 

 

In the second case, all the data was collected through four face to face interviews. The 

author visited all the individuals involved in the whole business initiate process, 

including the three co-founders of the firm as well as the ‘netentrepreneur’. Moreover, 

all the interviews had been booked and took place during the period from the week 12 

to week 15 (merely from 03/19 to 04/15 2012) in Uppsala or Stockholm. Besides, 

each interview was around 40mins to 60mins long. The author also utilized audio 

recorder as well as note taking to gather data. Finally, for the purpose of protecting the 
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interviewees, all the respondents would be anonymous in this study.  

 

The author designed two kinds of interview guides, one for co-founders while the 

other one for the netentrepreneur. Through interviews, data from three aspects should 

be acquired: 

 How did netentrepreneur discover the opportunities and combine all the 

co-founders together? 

 How was the new business established and developed? 

 How could the network structure be changed after the process? 

The precise interview questions are shown in Appendix A and Appendix B, separately.  

 

To ensure the accuracy of gathered information, all interviews were transcribed and 

sent back to the interviewees to check in order to make sure that all the information 

was transcribed in a correct way. With the confirmation of the interviewees, the 

quality of the collected data is believed to be guaranteed.  

 

4. Case studies  
In this section, two cases will be presented. The first case comes from an early case 

study about a Swedish automobile firm—Saab Automobile AB. The data presented in 

the second case is primary information through interviews of all the co-founders of a 

Swedish firm named SK Clinic AB. 

 

4.1 Case one—Saab Automobile AB  

4.1.1 Background information 

Saab Automobile AB 

Saab-Scania AB is an old Swedish company. Due to the financial problems, Saab 

decided to transform the whole Saab car division to a new company. Subsequently, on 

January 1st 1990, Saab Automobile AB was established. On March 15th of the same 

year, General Motors Corporation—an American car manufacturer purchased 50 
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percent of the new company. However, within the same year, due to the reason that 

the world demand of cars was 9 million less than the entire capacity of the world auto 

manufacturers, the competition in the automotive industry was incredibly fierce. As a 

result, Saab Automobile was confronted with the huge pressure of saving expenditures 

and increasing the productivity.  

 

Autoliv 

The Swedish company Autoliv was established by Lennart Lindblad in 1953. From 

the year 1956, it began to produce safety belts for cars and became the first Swedish 

safety belt manufacturer. Autoliv started to supply safety belts to Saab in 1965. The 

cooperation relationship between these two companies developed at a rapid speed. At 

the very beginning, Autoliv only produced static diagonal belts, later they developed 

the belt into a three-point one, and in 1971 they developed the first retractor belts for 

Saab cars exported to the U.S. By the year 1984, Saab purchased not only safety belts 

but also the entire passive safety systems from Autoliv. Moreover, the R&D divisions 

of the two companies had a quite close collaboration as well. 

 

AS Norma 

The Estonia company Norma is a very old company established by German 

businessmen in 1889. At that time, Estonia was still a part of the Russian Empire. At 

the very beginning, it was a tin products manufacturer. From the year 1972, Norma 

began to produce safety belt for the Soviet automotive industry. Norma started to sell 

safety belts to Moskvich and later to Avto-Vaz (Lada). In 1979, Avto-Vaz needed 

certificated safety belts for cars sold to the west. However, at that time Norma had no 

experiences and specific knowledge to produce such kind of safety belts. In order to 

satisfy Avto-vaz’s demands, in 1980, Norma started a licensing relationship with 

Autoliv. This relationship developed steadily, in the year 1982 this licensing 

relationship became a balanced two way trade relationship, since Norma also began to 

produce some plastic and metal parts needed by Autoliv’s retractor belts. However, in 

1988, due to the innovation of retractor belts in Autoliv, its relationship with Norma 
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returned to licensing. Although the relationship became weak, it still provided Norma 

with invaluable information of the situation and demands of the western automobile 

industry.     

 

4.1.2 The selection stage 

During the year between 1989 and 1992, Saab Automobile tried to cut costs by 

reducing employees from 17,000 to 11,000; moreover, in order to further cutting 

expenditures it also started a joint purchasing project with General Motors Europe. 

Because of this project Saab Automobile began to realize that the price level of the 

suppliers of Saab Automobile was too high and therefore there was a great potential of 

saving in this part. Thus, in the year 1990, when Bo Andersson became the new 

president of purchasing, with the purpose of reducing purchasing costs, he started a 

project—the Project 104. First, he renegotiated the contracts with more than 300 

suppliers and forced them to lower prices. In addition, Bo also made these suppliers to 

agree with a three year plan which aimed to further reduce the prices by at least 2% 

annually. Consequently, with his efforts, in three years’ time, Saab Auto mobile saved 

300 million dollars from purchasing.  

 

However, these actions were still not enough. In December 1991, Bo made a strategic 

decision to further reduce purchasing costs. His idea was to look for suppliers in the 

Baltic States where there was considered to be suppliers can provide products in low 

price as well as high quality. Unfortunately, Saab Automobile did not have any 

experiences in doing business in the Baltic States. Thus, Bo asked the 

engineer/purchaser Sven-Olof Holmström to start a study to find out if there were 

capable suppliers that could become suppliers of Saab Automobile in Baltic States.  

 

As the purchaser in Saab Automobile, Holmström had contacts with various suppliers. 

So when being asked to find new suppliers in Baltic States, he began to search for 

suitable ones through his personal networks. 
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“I started to “create channels”, using my established contacts with our suppliers and I asked 

them about any potential suppliers in the Baltic States. I contacted, for instance, Nokia, Trempex 

and Autioliv. I also spoke to embassies and trade councils as well, and I searched for suppliers in 

a catalogue of companies”, said Mr Holmström. 

Actually, for new suppliers, Saab Automobile has two basic demands. Firstly, it 

should have enough capacity to become a good supplier. In other words, it should 

have both financial and technological strengths. Since, Saab Automobile will not 

invest in suppliers or pay for the expensive type-specific manufacturing tools before 

the supplier delivers OTS-approved off-tool samples. Moreover, Saab Automobile 

also hopes that the supplier can produce parts in sheet metal, grass, rubber or plastics, 

according to the needs of the 104 project. Equally importantly, the right attitude of 

becoming a good supplier was also essential, which means the ideal supplier should 

be honest and should pay attention to the quality of the products that they provided. 

 

Based on these two principles, Holmström finally got a list of 15 potential suppliers 

through his personal network. In 1992, he visited these 15 suppliers for the first time. 

Because of Autoliv’s rich experiences in doing business with the Soviet Union, 

Holmström believed that they could be an excellent source of information of suppliers 

in Baltic suppliers. So he travelled with Gustaf Celcing—the M.D. of Autoliv to all of 

these 15 suppliers and evaluated their performances during the first meeting. Through 

the first evaluation, Holmström noticed that only the firms recommended by Celcing 

or other managers in Saab supplier networks made good impression. Those 

recommended by embassies or the trade councils were quite disappointing. After his 

first journey, Holmström kept 8 companies and decided to send each of them an APR 

(Advanced Purchasing Request) to test their capacity. APR is a package of 

information that is needed for the supplier to produce and deliver a correct quote. It is 

a global sourcing policy that Saab Automobile applied to send to potential suppliers 

worldwide. However, almost all of the potential Baltic suppliers had difficulties in 

answering the request. After this second evaluation, only one company—AS Norma 
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recommended by Celcing was still remaining. 

 

4.1.3 The establishment stage 

In March 1992, Holmström and Celcing first visited Norma and met their project 

manager Mr Priit Raud. Moreover, they also took a look at Norma’s production 

facilities to see if it had the capacity to become a supplier of Saab Automobile. After 

this first round evaluation, Holmström tested Norma by the APR. Like other seven 

suppliers, when answering the APR Norma met great difficulties. They had no 

experience in answering such kind of request. Their problems were mainly from two 

aspects: the technical and financial aspects, which means they had no experience in 

reading Saab’s 3D electronic drawing as well as calculating the price according to 

Saab’s demands. Despite facing these difficulties, with the efforts of Mr Raud and 

other engineers, Norma tried their best to complete the APR. 

 

Finally, after the evaluation of the Norma’s APR by the Advanced Purchasing Group 

and Holmström, a five-year contract to supply the mud flaps was signed between 

Norma and Saab Automobile. The reasons that Saab Automobile appreciated Norma 

as a good supplier were as follows. First, Norma had worked on supplying to west for 

several years, so they were familiar with the quality and the delivery demands of the 

west. Besides, Norma’s long working relationship with Autoliv improved its 

competences. In addition, Norma has a large and competitive tool department. The big 

tool department had 150 employees with long experiences in producing type-specific 

tools, which enables Norma to produce the expensive and labor-intensive 

manufacturing tools at low costs. 

 

4.1.4 The process stage 

After they signed the contract, the Saab Production Readiness Group began to 

administrate the technical and documentation process to ensure the product and 

production quality of Norma products. Based on Saab’s two fundamental principles, it 

will not pay the supplier with the expensive type-specific manufacturing tools before 
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the supplier can send OTS-approved off-tool samples. Hence, according to the 

electronic drawings of Saab, Norma had to firstly invest in making a type—specific 

mud flap manufacturing tool. With the help of its big tool department, Norma was 

able to produce prototype parts in an extremely low price, which provided them with 

a competitive advantage. The manufacturing tool—the raw-test one was finished in 

November 1992. Then Norma used this tool to make and deliver the first mud flaps 

which were approved by Saab Automobile. 

“The mud flaps from the raw-test one were quite good, only minor adjustments had to be done to 

the tool”, said Knut Turk, executive buyer at Saab.  

When calculating the price, Norma first intended to use EMPD (EthylPolyDecaMid), 

the cheap Russian plastic granule, as the main material. However, this suggestion was 

not accepted by the Production Readiness of Saab. On the one hand, this kind of 

material might crack in the cold; on the other hand, the Russian material supplier was 

not able to explain what this granule consisted of. Consequently, Saab Automobile 

recommended several west raw material suppliers to Norma. As a result, Norma 

decided to use Polypropen as the material and purchase it from a Norwegian supplier 

Statoil. Unfortunately, when quoting price Statoil made a mistake and they did not 

notice it until Norma signed the contract with Saab Automobile at the price calculated 

based on the wrong raw material price. Subsequently, Norma offered mud flaps to 

Saab Automobile at an incredibly low price. Nevertheless, Norma never tried to 

renegotiate the contract, since they really appreciated the chance to work with Saab 

Automobile. 

“We were lucky to make this mistake, otherwise we might not have got this first order from Saab”, 

said Raivo Haaviku, manager at Norma. 

Although they made this mistake in calculating the price, the extremely low labor 

costs in Estonia still made it possible for Norma to get small margins. 
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While the preparations of technology continued smoothly, Norma had serious 

problems in filling the documentation for quality control. Therefore, for the purpose 

of helping Norma to solve this issue, Saab Automobile made an adaptation and left 

the principle that it would not invest in suppliers. Firstly, Saab Automobile sent its 

production technician Kent Zöögling to Norma for several times to help Norma’s 

managers filling the documents needed. Besides, Zöögling made efforts to support 

Ivar Aas, the quality manager of Norma, with the comprehension of GM Quality 

Standard (GQS) documents. Moreover, he also explained all the specific demands of 

GQS to Aas and helped Aas to plan how to proceed with the GQS. 

 

Finally, in April 1993 the measured and approved mud flaps was produced 

successfully by Norma. These mud flaps became approved off-tool samples (OTS). 

Technically speaking the OTS is as good as serial material. However, the OTS cannot 

become serial material until the production must run for the full run for months. Then 

in June 1993, the serial material mud flaps from Norma were delivered to Saab 

Automobile without any problem. 

 

In 1992, Holmström and the executive buyer Anders Johansson needed the second 

article—a small sheet mental console for the accelerator cable from Norma. Then they 

sent a new APR to Norma. This time, although Norma still had problems in filling in 

the APR, these problems were concentrated only on quality control questions rather 

than technical questions.  

“I was, however, surprised to see how quickly Norma adapted to our demands. It was no more 

work for us than with, for instance, an English supplier. It was mostly problems with the 

documents not with the parts. No complaints and big technical changes were carried out without 

problems. If I look back at the whole process from purchasing to serial deliveries, there were fewer 

problems than I expected”, said Anders Johansson. 

The third article that Saab Automobile purchased from Norma was a small plastic 
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clamp to fix a cable harness to the car body. Quite different from the previous two, 

this article was needed in an emergency situation. In other words, Norma had to start 

manufacturing this product in a really short time. Consequently, Norma adapted to 

Saab Automobile’s requirements to produce the plastic clamp. This purchasing 

process kept developing. By the year 1994, Norma had supplied 14 different articles 

to Saab Automobile and became regular supplier. 

 

4.2 Case two—SK Clinic AB 

4.2.1 Founders’ background 

X is a researcher who focuses on studying marketing as well as business relationships. 

He has worked as a researcher, an educator as well as a consultant in many countries, 

such as Japan, U.S., England, China, Sri Lanka, Malaysia, and Sweden. Moreover, he 

possesses rich experiences in doing businesses in Sweden. Besides, he is also a social 

person who is interested in communicating with different kind of people. This is due 

to the reason that he had a great number of educations on how to talk to people and 

how to detect business opportunities.  

“I have learned by doing.” Said X 

BF he is a person who did studies in economics. Moreover, he is also a business man 

with rich experiences in doing business in various fields. He has known and been 

friend with X for almost 20 years. In the past, they traveled to several places together, 

such as Thailand and Sri Lanka etc. Although X is quite close with BF, he did not 

involve much in BF’s business. 

“I used to connect BF with another researcher to do a project of education in Russia. After that I 

did not do anything with him again until he met with me and informed me that he has bought a 

dental clinic in Stockholm”, Said X. 

EH is a manager in Riksbank—the central bank of Sweden. He is a former student of 

X. When he was an undergraduate student, he did his bachelor thesis with X. 
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Consequently, they established a good professor—student relationship. Thus, even 

after his graduation, EH still keeps in touch and exchange information and ideas with 

X. 

“After my graduation, we still keep a relationship as a professor and a student”, said EH. 

IK is a person who used to work as a chief for the committee of health care in Uppsala 

region. Later, he left the committee and work in the parliament of Sweden. Due to the 

nature of his work, he acquired a large number of knowledge, experiences and 

contacts in the health care field. He dreamed to do some contributions in the health 

care field, however, when he worked as a leader in the committee, he was not 

permitted to achieve that. After he changed his job, he got the freedom to do what he 

wanted. During the time when he served in the committee, IK attended in some 

meetings where he began to know X. 

“In my mind, X is a really clever person with abundant knowledge about economy. Although we 

just know each other and met each other for several times, I felt that he is a person that I can 

trust”, said IK. 

4.2.2 The preparing stage 

The idea of starting a dental clinic company originally came from BF. At the year 

2011, one of BF’s clients wanted to hire his service to solve the troubles of her 

business. Actually, the client was a female dentist who operated a dental clinic in 

Stockholm. After investigation, BF noticed that her problems were mainly 

concentrated on finance and technique, which means that it was almost impossible for 

her to solve. As a result, he bought her dental clinic and hired her as a dentist. 

Although BF is an experienced business man, he was not familiar with dental industry. 

Thus, he asked X for help to do an undergraduate research about the prospects of 

Swedish dental industry. The study result showed that since the year 2008, an 

increasing number of old dentists who were owners of dental clinics have left their 

positions. What’s worse, the amount of people educated to become dentists were 
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becoming less and less. New dentists seldom preferred to work in small villages. 

Hence, there were 220 dentists out of 4000 missing in villages in Sweden annually. A 

great number of rural patients, especially old people, sometimes have to travel 

hundreds of kilometers to the nearest dental clinics. Obviously, there were extremely 

huge demands for dental clinics in rural areas. Besides, the study result also illustrated 

that doing dental business in Sweden has relatively high profits with low 

uncertainties. 

 

Through this study, BF and X realized the bright prospects of doing dental business in 

Sweden. 

“I could see the possibility to develop this business into quite a large one. Moreover, the profit is 

really attractive, around 20% to 25% of the turnover. Even in the small scale, the profit is good. If 

we could make it to be a large business, and then we can get more benefits from buying large 

quantities of dental products you have to buy and to distribute the different capacities. X was also 

really interested it” said BF. 

4.2.3 The founding stage 

BF decided to found a company with a team of people who had capital and 

management abilities. Besides, he also asked X for help to search for suitable partners. 

Consequently, X first called EH. EH is a manager of the Riksbank, which means it is 

much easier for the company to get capital from investors if EH is supportive. 

Fortunately, EH showed great interests and intended to take part in this team. With 

EH’s help, they first got contacts with two people who work in the risk capital 

companies. However, due to the turbulent economic environment at that time, these 

people were cautious with their investments because they were not willing to take too 

many risks. Therefore such kind of project could hardly be attractive to them. 

Nevertheless, this setback did not stop them. To catch the business timing, these three 

people decided to start this company firstly with their own money. Then, they 

contacted ALMI—the government agency of Sweden to borrow more capital. At that 



31 
 

time, one of X’s former students CE worked in ALMI as an officer who took charge 

of giving loans for new business. Hence, the probability of getting ALMI’s loans 

would be really high if they were able to gain supports from CE. Hence, for the sake 

of the loan from ALMI, X asked EH and BF to prepare a clear and attractive business 

plan. With this business plan, they made an appointment with CE and presented the 

project. Finally, CE was quite satisfied with this idea and approved the loan.  

 

Nevertheless, the capital that they had was still not enough to start the dental business. 

In other words, they had to use other approaches to get more capital. As a result, X 

decided to discuss the project with IK. On the one hand, IK was the leader of the 

committee for health care in Uppsala region. Although at that time IK had left the 

committee, he still had influence in the committee. On the other hand, the committee 

has a budget around 8 billion SEK to support the health care industry each year. Thus, 

if they could get IK involved in this project; they would be capable to get the budget. 

After the discussion, IK expressed his appreciation to this project. The reason why it 

is so attractive to IK is that it can not only bring him with profits but also contribute to 

the society. Lastly, IK became the fourth member of the founding team.  

 

Then, X took the initiation to organize these four people together to discuss ideas. 

Everyone in the team had a clear role: BF takes charge of the everyday operation 

while EH takes the responsibility of helping the company to get more funding from 

commercial banks or other organization, X and IK mainly act as consultants.  

“When we had different ideas or opinions, X was the person who always can help us to find the 

solution. He plays an extremely important role in our team, since he does have some special 

talents in communicating with people and persuading people. However, the most essential reason 

is that he is the person we trust”, said IK. 

Finally, in the year 2011 the company SK Clinic AB was established by these four 

people for the purpose of not only gaining profits but also doing things to benefit the 
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society. They firstly acquired two clinics located in Stockholm and Emmaboda, 

respectively.  

 

4.2.4 The process stage 

“I would say it was very easy to start, it is much easier than we expected at the very beginning to 

start our business. Then it became more complicated after sometime. So it was very positive 

development at the very beginning, it became more problematic development, not very problematic 

but still problematic”, said BF. 

After company was established, hundreds of issues emerged. First, they had great 

difficulties in coordinating the schedules with each other, since they live in diffident 

place and also have their jobs. X, BF and IK are living in Uppsala, while EH lives and 

works in Stockholm. Moreover, EH, IK and X are occupied by their own jobs during 

the working time, which means that they can only work for the company in their spare 

time.   

“I work in Stockholm from 9 to17 every working day. In addition, it takes 45 minutes to travel 

from Stockholm to Uppsala by train. Therefore, it is impossible for me to go to Uppsala and have 

meeting after work every day”, said EH. 

Subsequently, when some issues occurred suddenly, it was almost impossible for the 

four people to sit down and find out a solution immediately. On the contrary, BF had 

to take the entire responsibility to deal with all the emergencies. This unexpected 

situation depressed BF a lot. He is the person who takes charge of the everyday 

operations of the company. However, this role makes him become the person who has 

to pay much more efforts than other co-founders. This made him feel quite unfair, 

since he did much more than he should without getting as much as he deserved.  

“I used to struggle on should I ask for compensation for my work, since it was not fair for me to 

get as much as other cofounders get. Luckily, the situation has changed a lot now. X shared a lot 
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of my jobs and EH also tried his best to contribute to the company”, said BF. 

X noticed this problem; consequently, he started to put more time and efforts on this 

project. Besides, EH also tried to pay more attention to this business. He tried to visit 

Uppsala as often as possible and utilized emails as well as phone calls to help BF 

dealing with problems. Moreover, he planned to leave the Riksbank in one year and 

become a fulltime “employee” of the company. 

 

Problems appeared after they acquired their second dental clinic in Emmaboda. Lack 

of dentists was one of the thorniest issues. Dentists are the most essential components 

of a clinic; hence, a suitable dentist was required as soon as possible. At that time, 

there were several candidates available. However, after the interviews they began to 

realize that it was almost senseless for them to interview candidates. 

“When judging a candidate, we can only see if the dentist is a good person with nice personality 

and excellent manner. We had no clue to know if this person is a good dentist, since none of us 

have expertise in dental field. Moreover, we even don’t know what kind of questions we should ask 

about his or her professional technique”, said EH. 

Because of lacking expertise they failed for several times. The first two dentists that 

they hired were not capable enough. The third one is from Estonia. Although he was a 

good person, he was not professional enough in accordance with the Swedish system. 

Eventually, hiring a wrong dentist is a really money consuming process, since the 

costs of hiring and changing a dentist are extremely high. 

 

Besides, they also had difficulties in managing the clinic in Emmaboda. Actually, they 

acquired the clinic from other person, which means they already had some old clients. 

Unfortunately, due to the fact that the nurses were newly hired, they had no idea about 

the clients’ information as well as the knowledge of operating this clinic. Owing to the 

distance between Emmaboda and Uppsala, which is around 500 kilometers long, it 

was unrealistic for BF to travel to Emmaboda every day. Thus, this clinic experienced 
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a tough period at the beginning. The four co-founders had to visit it as often as 

possible. 

 

Fortunately, later they hired three capable people – one dentist and two nurses. 

Subsequently, all these problems were solved directly. They are able to manage the 

clinic as well as deal with everyday operation. Today the clinic is in a good condition, 

which has two dentists one comes from Poland and another one is a Swedish dentist 

who newly joined in this clinic for a few days. Besides, there are a hygienist, a nurse 

and also a PHD nurse from Karolinska in the clinic.  

 

The experiences that they learned from the clinic in Emmaboda are very precious 

which is essential when they start the next clinic.  

“Our failure of finding the capable dentist made us realize the fact that we still lack of expertise in 

dental filed. Although we had tried to study some, obviously, it was far from enough. Now we have 

a PHD nurse from Karolinska, she can help us to identify capable dentists from a professional 

perspective”, said EH. 

Now the business is functioning quite well. After four-month collaboration, the 

relationships between these four people become stronger and more stable than before. 

They have three clinics that are located in Stockholm, Emmaboda and Leksand. 

Moreover, they also bought a mobile clinic in Uppsala. The idea of the mobile unit is 

to let dentists visit and serve the patients, especially old peoples. Further, through X’s 

personal network they knew a Chinese business women who is able to export dental 

equipments, such as dental drills and X-ray sensor etc. In other words, they might get 

much cheaper dental facilities and equipments from Chinese suppliers. In the future, it 

is possible for them not only to utilize these equipments for their clinics but also to 

sell them to other dental clinics in Sweden. 
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5. Analysis 
In this section, the two cases will be analyzed according to how individuals initiate 

business through personal network and what factors come into play that generate 

business dynamics and structural change. 

 

 

Figure 5.1 (a) The original network of Saab case 

 

 

 

Figure 5.1 (b) The changed network of Saab case 
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Figure 5.2 (a) The original network structure of SK Clinic AB case 

 
Figure 5.2 (b) the changed network structure of SK Clinic AB case 
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5.1 How individuals initiate new business? 

5.1.1 Saab Automobile AB Case 

In the Saab Case, on the one hand, Autoliv had supplied safety belts for Saab for 

several decades. So they had a solid supplier—buyer relationship which can be 

considered as a strong tie. Due to this long-term collaboration relationship between 

these two firms, as Saab’s purchaser and Autoliv’s M.D., Holmström and Celcing’s 

relationship can also be defined as strong. On the other hand, ever since the year 1988, 

Autoliv kept just a licensing relationship with Norma. Therefore, the relationship 

between Celcing and Raud (the project manager of Norma) can be defined as weak. 

At the very beginning, the network structure is showed in Figure 5.1 (a), Holmström 

and Celcing belonged to the Swedish automobile connectivity while Raud came from 

Estonian automobile connectivity. In addition, Celcing had a strong connection with 

Holmström and a weak connection with Raud, while Holmström and Raud had no 

connection with each other. Thus, a structural hole existed between them. 

 

Due to the strength of weak tie, a part of novel information can be exchanged between 

Celcing and Raud. Through this weak tie, Celcing managed to get fresh and 

invaluable information about Norma as well as the Baltic connectivity. He understood 

the capacity of Norma and their willingness of working with west companies. The 

existing network structure provided Celcing with the priority to discover the structural 

hole between Holmström and Raud. He was the person that could notice Holmström 

needed capable Baltic suppliers while Norma had the capacity to satisfy Holmström’s 

requirements. Thus, the network structure decided that Celcing could act as a 

netentrepreneur to combine Holmström and Raud together.  

  

Besides his special position within the network, Celcing’s personal traits also 

facilitated him to work as a netentrepreneur. First, Autoliv’s working relationships 

with Saab and Norma, provided Celcing with the latest information of both sides. This 

can be understood as his various contacts with different people in different companies 
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offered him with information and made him become the core person of the Swedish 

automobile connectivity. Equally importantly, the business experiences Celcing 

possessed endowed him the insight to discover the needs of Holmström and the 

capacity of Norma. Thirdly, due to Autoliv’s working relationship with both sides, he 

became the person that both of them trusted. With the trust, it is more likely for him to 

establish connection between Holmström and Raud. These three characteristics above 

enhanced the possibility for Celcing to introduce Holmström and Raud to each other 

and fix the structural hole between them. In this case, Celcing accompanied with 

Holmström to visit the Baltic States and recommended Norma to him. When the 

working relationship between Holmström and Raud was established, Celcing ended 

his netentrepreneur responsibilities in this new business.  

 

In this case, besides searching suppliers through Saab’s suppliers, Holmström also 

asked Export Council and Embassy for help. However, the result was obvious that all 

the suppliers who recommended these institutions were disappointing. Consequently, 

compared with getting recommendations from Saab’s suppliers who had contacts in 

the Baltic States, the approach of using institutions to find suppliers did not bring 

Holmström with any business opportunities.  

 

5.1.2 SK Clinic AB case 

As figure 5.2 (a) illustrated, at the very beginning, the four founders come from four 

connectivities: X is from the academic connectivity, while IK, EH, BF comes from the 

political connectivity, financial connectivity and business connectivity, respectively. X 

had contacts with other three people; however there were structural holes between IK, 

EH and BF. Further, since the connection between X and EH was a 

professor—student relationship, this connection was a weak one. Similarly, as to IK 

and X, since they just knew each other (as IK said), their connection was also weak. 

In this case, although X and BF have known each other for more than twenty years, X 

had not involved much in BF’s business. Thus, on the business level, the tie between 

X and BF can be defined as weak. In short, the original network structure was that X 
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has weak connections with BF, EH and IK, while BF, EH and IK did not had 

connection with one another.  

 

X got the idea of starting a dental clinic business through his weak tie with BF. 

Through an undergraduate study, BF and X discovered that doing dental business was 

quite profitable in Sweden and decided to start this business together. At that time, X 

discovered that the needs of BF were to find working partners with capacity in capital 

and management. Within his personal network, X noticed that EH and IK were 

individuals who might meet all the requirements of BF. As a manager in Riksbank of 

Sweden, EH possesses knowledge in management as well as competences of getting 

funding. Through his weak tie with X, he got this new business idea and believed that 

it would bring him profits in the future, thus he took part in it. IK can get loan from 

the committee for health care, and he knew this idea also through his weak tie with X. 

Actually, money is not attractive to IK. The reason why he is interested in this 

business is that he considered it could help him to achieve the goal to help the society. 

X’s position facilitated him to discover the structural holes within the network, then 

bridge them by taking the initiation to organize meetings for these four people to 

discuss business. 

 

In this case, it is obvious that X is a social person with rich experiences in talking to 

people and knowledge in business theories. These two features became two 

prerequisites for him to act as a netentrepreneur, since them provided him with 

possibility to discover business opportunities that normal people are not able to notice. 

In addition, because of his socialization, he becomes the core person in his network 

and knows people from different connectivities. Further, he is also the person that 

other cofounders trust. EH trusts him as a student trusts professor; BF trusts him since 

they are quite close friends; IK trusts him due to X’s professional knowledge.  

 

Different from the first case, although X was a netentrepreneur in this case, he still 

involved in this company and acted as a shareholder even after he finished his 
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netentrepreneur responsibilities. 

 

5.2 What factors generate business dynamics and structural change? 

5.2.1 Saab Automobile AB case  

In this case, after Saab Automobile and Norma signed a five-year contact, both sides 

started to make efforts to strengthen this working relationship. At first, Norma adapted 

to Saab’s policy of no invest in new supplier. Consequently, it invested in producing 

the manufacturing tool of mud flats which is the first article that Saab Automobile 

purchased from Norma. Later, when Norma discovered that Statoil quoted a wrong 

price to them, they did not ask for re-negotiating the contract with Saab Automobile. 

Norma was willing to sacrifice its short-term profits, since they treasured the 

opportunity to develop a long-term relationship with Saab. In order to help Norma to 

improve capabilities, Saab Automobile also made adaptation. It gave up its policy and 

helped Norma to solve the problem of filling Saab quality documents. It sent its 

technician to Norma to explain and teach the GQS to managers of Norma. Besides, 

when purchasing the second article the two sides exchanged products information 

through APR. Norma also improved its abilities in answering Saab Automobile’s APR. 

Later, during purchasing process of the third article, Norma again adapted to Saab 

Automobile’s demands to produce it in a short time. As a result, till the year 1994, 

Norma supplied 14 articles for Saab Automobile. It is clear that after the 

establishment of new connection, relationship exchange and adaptation began to 

occur for both sides to enhance their relationships. Moreover, exchange and 

adaptation were related to each other, the more Norma and Saab Automobile 

exchanged the more they adapted to each other. Then, with the improvement of these 

adaptations and exchanges, a strong business relationship was formed. As the Figure 

5.1 (b) showed, a strong relationship is established between Norma and Saab 

Automobile, which changed the original network structure. It is clear that in Figure 

5.1 (a) Norma and Saab Automobile belong to two connectivities while in Figure 5.1 

(b) Norma becomes a part of Saab Automobile’s connectivity. 
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5.2.2 SK Clinic AB case 

In the second case, in the establishment stage of the company, for the sake of 

obtaining capital, EH introduced X and BF to people who work for risk capital 

companies through his personal network. Besides, since X’s former student worked in 

ALMI and took charge of giving loans for new business, X told EH and BF this 

information and later these two person made adaptation and prepared presentation of 

their project to get the loan. In addition, IK also helped the company to get budget 

through his personal network. It is clear that in this stage the four cofounders 

exchanged information and made adaptation to get money to start the business. Later, 

when they began to develop their business, hundreds of problems began to happen. At 

first, BF complained other counterparts for the fewer efforts they offered. In order to 

ease this conflict, two actors X and EH made adaptation and began to invest more 

time to the company. Further, when they bought the clinic in Emmaboda, they were 

faced with more adaptation problems. The most urgent one was to find a capable 

dentist. Without any experiences and expertise they made mistakes and hired three 

incapable dentists, which wasted a lot of their time and money. In addition, the newly 

hired nurses of the clinic did not know how to manage a dental clinic. Hence, BF 

made adaptation to visit the clinic as often as possible to support it. When were facing 

with various problems these four people always working together to solve them. After 

four-month collaboration, including various relationship exchange and relationship 

adaptation the connection between the four cofounders became stronger and stronger. 

As the Figure 5.2 (b) illustrated, the holes between EH, BF, IK were bridged, the 

weak ties between X and EH, BF and IK become strong. The four small clusters 

finally formed a huge one. What’s more, due to the relationship established between 

X and the Chinese Business Woman MK, this connectivity may be further developed 

in the future. 
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6. Conclusion and limitations 
Based on the previous analysis, some conclusions are able to be drawn in this thesis. 

Moreover, the limitations of this thesis will also be presented. 

 

6.1 Conclusion  

Through this qualitative study, the following conclusions can be drawn. It is feasible 

for individual to initiate new business through personal network. Firstly, with the help 

of weak tie, it is possible for individual to work as netentrepreneur to bridge the 

structural hole and connect unrelated actors from different connectivities to initiate a 

new business. Moreover, this netentrepreneur usually has the following traits: social, 

trustful and experienced. Further, after the actor finished the “netentrepreneur 

responsibilities”, he or she can either take part in the new business or not. Besides, 

individuals play roles in the initiation stage, namely the ‘structure part’. As a result of 

the establishment of the new relationship, the process part will start. Fifthly, the 

process contains relationship adaptation as well as relationship exchange, and these 

two factors are interrelated with each other. Furthermore, in the process part other 

actors (for instance, Saab Automobile and Norma in case one) will also involve in the 

business. Last but not the least, after the process the weak relationship will become 

strong which will lead to the change of the network structure, and then provide actors 

with new business opportunities. The contribution of this thesis for research and 

management is clear. The netentrepruer is a new and useful concept in future studies 

of business networks. Management can usefully become conscious of the possibilities 

they have in studying their network contacts before initiating new businesses. 

Managers should utilize managing individual’s networks as new competition 

strategies. This will modify the view of management strategy and also contribute to 

theory building. 

 

6.2 Limitations 

For the aim of this thesis, the author applied case study as research method to find out 
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how individuals initiate new business through personal network as well as what the 

process is consequently. During this process, it is undeniable that this study has some 

limitations and some aspects needed to be further studied in the future. Firstly, the 

author uses two cases to get conclusions. However, it is irrefutable that case studies 

have limitations: “Case studies involve only a single individual or just a few and 

therefore may not be representative of the general group or population.1

 

” Thus, in the 

future, a quantitative study is also requested to test the model. Secondly, for analytical 

purpose, the author utilized the model to analyze individuals’ behaviors. However, it 

should be claimed that the model is a dynamic one, which means it can be applied in 

any circumstances. For instance, it can be applied in organizational level. Further, it 

also can be used in any industries. Lastly, when explaining the theoretical framework 

the author utilized the Set Theory. However, due to the purpose of this thesis, the 

author does not state it in a deep way. In the future, researchers can put their eyes on 

this field. Since, it will be interesting to utilize Set Theory to calculate the 

probabilities of establishing connections between two unrelated actors. 

 

 

 

 

 

 

 

 

 

 

 

 

                                                             
1 http://www.mcli.dist.maricopa.edu/proj/res_meth/rmvl/case_limits.html 
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8. Appendices 

Appendix A 
Interview Guide (Founders): 
 Motivation 

Q1: Why did you want to initiate this business at the very beginning? 

 Relationship establishment stage 

Q2: Can you describe the characteristics of your ideal working partner(s)1

Q3: Besides looking for partner(s) through your personal network, what other 

approaches did you try?  

?  

Q4: How did you know the netentrepreneur2

Q5: How did you begin your working relationship with your partner(s) and did you 

meet any problems during this period? 

? Could you describe your relationship 

with him? (eg: you are close friends, just know each other etc.) 

Q6: Could you describe what kind of role did netentrepreneur play in this stage? What 

efforts did he do? 

 Relationship development stage 

Q7: While collaborating with your partner(s), what problems did you encounter with? 

Q8: What kind of efforts did you make to solve these problems in order to strengthen 

your relationship and build trust? 

Q9: How long did it take to build a stable and trustful relationship between you and 

your partner(s)? 

Q10: Did netentrepreneur take part in this stage as well? If he did, what kind of role 

did he act? 

 Impact on your personal network 

Q11: How is your business working now? Could you describe your relationship with 

your partner(s) now? 

Q12: Did your personal network change due to this business? 

                                                             
1 Partner(s) here means other co-founder(s). 
2 Netentrepreneur refers to the person who make connection between you and your partner, 
namely Mr. X 
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Appendix B 

Question Guide (Netentrepreneur): 

Q1: How did you know the founders? Could you describe your relationship with 

them? 

Q2: How did you find the “structure hole” (or demands) between these co-founders? 

Q3: What special characteristics do you think you have to become the 

netentrepreneur?  

Q4: What was your motivation to act as a netentrepreneur? (What was your 

motivation to help them to start the new business?) 

Q5: How did you build connection between these co-founders at the very beginning? 

During this time, what kind of issues did you meet and how did you deal with them? 

Q6: Did you also take part in this business?  

i. If yes, could you describe what role did you play at the very beginning and 

what role are you playing now? [And when did you begin to act as a 

co-founder instead of a netentrepreneur?] 

ii. If no, when did you stop your netentrepreneur duty? And after your stop, did 

the relationship between you and the co-founders change or not? Did your 

personal network changed because of your netentrepreneur action? 

Q7: During the process of relationship exchange and relationship adaptation what 

kind of issues did you meet? 

Q8: Could you describe your relationship with other cofounders now? 

Q9: Have your personal network changed due to this business? And did you find any 

new business opportunity from this collaboration? 
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