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Abstract: A well-defined business idea is essential for nascent business sustainability in the future.
The business idea must fit firm knowledge and resources to a profitable business opportunity.
This work adopts the framework of value co-creation, strongly related to the service-dominant
logic paradigm. We ask how does business idea fit affect new venture sustainability and create
opportunities for value co-creation. We propose that a business idea that lacks fit is less sustainable,
but it could create opportunities for value co-creation. This study develops and validates
an empirically grounded taxonomy of business idea fit based on 729 Australian nascent firms
using quantitative data generated from the results of a large study called CAUSEE (Comprehensive
Australian Study of Entrepreneurial Emergence). A cluster analysis is used to identify distinct
patterns of business idea fit. The empirical taxonomy developed in this study found four distinct
clusters of firms, which were distinguished by the fit of their new business idea to knowledge,
resources and market profitability: very good fit, low knowledge fit, low profit fit and low fit.
Results show how these different patterns of fit create opportunities for value co-creation to create
business future sustainability.

Keywords: business idea; nascent business sustainability; value co-creation; S-D logic

1. Introduction

What could be more important to a new firm than the sustainability of a new business idea?

Business ideas are created to cover gaps (grey areas) consisting of problems derived from needs
partially or not yet fully satisfied. Such needs may have different nature, i.e., while related to consumers,
production of goods, or provision of services, they may also be social. Organizations, born from such
business ideas, capture these grey areas, considering them as opportunities. As stated by Porter.

“Businesses create shared value when they can make a profit—create economic
value—while simultaneously meeting important social needs or important social goals
like improving environmental performance, reducing problems of health, improving
nutrition, reducing disability, improving safety, and helping people save for retirement.
The basic idea of shared value is that there are many opportunities in meeting these societal
needs to actually create economic value in the process. Shared value is where you do
both.” [1] (p. 423)
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The literature over time states that the aim of (nascent) firms is to create social and economic
value [2,3] (p. 167), [4] (p. 64), [1] (p. 421) which regenerates itself over time. In order to satisfy
these needs and be competitive in their respective markets, each nascent firm must to be innovative
and oriented in both social and market directions. “There can be different intentions behind the
development of innovations that can range from business, economic, political, social or militaristic
objectives, social innovations often have aims that draw on notions of contributing to the welfare
of society and improving social capital” [5] (p. 15). The social innovations are “distinguished by
alliance between creative individuals with ideas and energy, on the one hand, and institutions with
power and money to make those changes a reality on the other” [6] (p. 364). According to the EU’s
orientation on the topics of internal market, industry, entrepreneurship and SME innovation policies,
social innovation can be defined as “new ideas that meet social needs, create social relationships and
form new collaboration” [7]. Therefore, the establishment of an organization can be seen as a bilateral
flow that starts from an idea generated to satisfy an economic or social need across multiple industries
and that creates (or co-creates) value back to the origin point.

The literature provides different definitions of sustainability under different lenses. Hopwood
et al. [8], describe sustainability as the result of a growing awareness of global environment and
socio-economic problems. Elkington, [9,10] coined the triple bottom line (TBL) term as a concept that
underlined transversal and multidisciplinary perspectives. The author suggests that the growth of
a firm is determined by a balance between economic health, social equity and environmental eligibility
on the one hand, and on the other hand entrepreneurial behavior [11].

Hawken [12] (p. 139) defines sustainability as an “economic state where the demands placed upon
the environment by people and commerce can be met without reducing the capacity of the environment
to provide for future generations”. Viedermian’s interpretation of sustainability is a participatory
process that promotes a vision of a community that both respects and make prudent use of all its
resources (natural, human, human-created, social, cultural, scientific, etc.) with the final goal of
attaining a high degree of economic security, while maintaining the ecological system [13] (p. 471).

Despite the fact that there are many definitions of sustainability, they all have in common the
necessity to preserve resources or at least to use them parsimoniously. Consequently, we used this
common point to argue that venture failure can be seen as resources that are either lost or not used at
their best.

Therefore, the main aim of this study is to promote nascent firm survival and its long term
sustainability. All nascent firms begin with the efforts provided by the person/entrepreneur in creating
his /her business idea, which is also the main purpose of this study.

At the same time, to be sustainable a business idea should ensure the profitability of the nascent
firm through its capability to survive over time by creating and capturing social, economic and/or
environmental value and by satisfying the expectations and needs of the relevant actors in its context,
such as stakeholders.

In this paper we refer to sustainability in the context of nascent firms and therefore as the
opportunity for a firm to became sustainable in the future. Therefore, having a well-defined business
idea is an essential pillar for the development of sustainability over the lifetime of the firm. In order to
become a firm, the business idea must have “relatedness”, or fit to firm knowledge and resources [14]
in order to capture (through the business idea) the profitability of the business opportunities [15].
The achievement of these results is strongly related to important issues such as market profitability
and the knowledge and resources the founder has access to. Based on these considerations, this paper
makes a connection between the overall business idea fit relating to these three elements, which can
create the framework for value co-creation. In other words, a business idea that is not closely related to
either market profitability, knowledge or resources is less sustainable but it can create an opportunity
for value co-creation.

According to the service-dominant logic (S-D logic) [16,17] perspective, value co-creation can be
defined as an activity that takes place between economic and social actors interacting and exchanging
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resources and competences within and across networks [17]. S-D logic represents the transition from
a goods-dominant, “inside-out”, value chain paradigm towards a knowledge intensive, collaborative,
resource integrating, value network paradigm [18]. A S-D logic perspective translates the goods
(as “Distribution Mechanism for Service Provision”) [16] logic into service logic, that therefore becomes
dominant; so, “even when goods are involved, what is driving economy activity is service-applied
knowledge” [17]. Therefore, the concept of value co-creation under the S-D logic perspective fits
this context, in that a business idea aimed both at the production of goods and service, considers the
goods as a “distribution mechanism for service provision” [16,17,19]. In this new logic, networks and
partnerships have a great influence on the value co-creation of a company and must therefore be taken
into consideration as part of the business idea [20-22]. The literature on value co-creation states that
the business idea should be externally oriented and address questions like: how to connect with factor
and product markets; which parties to link to the focal actors, what exchange mechanism to adopt;
what resources and capabilities to deploy to enable exchange of goods or information; and how to
control the interactions [23,24] (p. 53).

Hence, the effectiveness of a business idea in value co-creation is defined by the internal
configurational fit between all business model elements and the external configurational fit between
the provider’s business model and those of customers, suppliers and other business partners [20].

Despite the fact that new venture idea characteristics and creation is a vital element in the
entrepreneurial literature [14], to date there has been limited research attention to how the business
idea relates to important issues such as market, resources and knowledge. Semasinghe et al. [25] found
that the new venture idea has an important role in the venture creation process, as reflected in the
individual/opportunity nexus proposed by Shane and Venktaraman [26]. Particularly, it was found
that characteristics of the venture idea like novelty, knowledge relatedness and resource relatedness
are key enablers for its attractiveness [27].

Some researchers show the relatedness of business ideas to pre-existing companies in mergers,
acquisitions and spinoffs [28-32], where relatedness typically refers to multidimensional forms of
synergy between the parent and target firm. However, Davidsson [14] noted that little has been done
regarding assessing business idea fit with the owner’s knowledge [33-35], or the owner’s resources, [36]
to investigate the consequences of business idea fit [37].

Hence, we ask how does business idea fit affect new venture sustainability and create
opportunities for value co-creation.

This work aims to identify distinct clusters of owners with specific patterns of business idea fit,
which create opportunities for value co-creation leading towards sustainability. The analysis shows
how different clusters of owners with patterns of fit can lead firms to create and change their business
idea, and which cluster’s pattern of idea fit is most successful in getting the business started. In this
preliminary study, a taxonomy of nascent firms is created based upon three factors identified in the
data: resource relatedness, market profitability relatedness and knowledge relatedness. These factors are
used to identify clusters of firms with similar ratings. The taxonomy clusters allow us to see if these
clusters operate in a similar fashion with respect to business idea changes and success in starting the
new venture.

The paper is organized as follows. First, a theoretical background of business idea fit based on the
value co-creation literature is provided. Second, the taxonomy methodology and process used in the
analysis is described and the results and discussion are outlined. The last section provides a conclusion
to answer the research questions.

2. Business Idea Fit

One of the business idea core concepts was provided by Normann [38,39]. The author framed
three components of a business idea: (1) the external environment; (2) the offering of the company
and (3) the internal factors such as organization structure, resources, knowledge and capabilities,
systems, values. This concept highlights that “the relation to the external environment depends on
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the offering, which in turn is dependent upon firm-internal factors” [40]. A business idea is good if
the idea is sustainable as the foundation for a real business, where sustainability represents resiliency
over time. While the characteristics of the new business owner are important, they are not the only
consideration in crafting a new business idea. The evolution of value creation, from value creation by
the manufacturing firm to value co-creation in a network, necessitates a corresponding change in the
concepts used to depict the business idea.

A comprehensive business idea framework should illustrate the resource and capability base
of the nascent firm. However, the paradigm of value co-creation indicates that the business idea
construct should also be externally oriented and illuminate the relationships that the firm has with the
various actors in its value network [18]. In this view, the business idea concept should be a general
construct explaining how a firm will interact with suppliers, customers and partners [41]. A firm
oriented to value co-creation should start from a business idea that has a high degree of internal and
external configurational fit, where external configurational fit connotes the compatibility of the firm’s
business idea with its customers, suppliers and other business partners. According to Nenonen and
Storbacka [18] (p. 11) a “higher degree of external configurational fit can be achieved both by modifying
the firm’s own business model and by altering the firm’s customer, supplier and partner portfolios”.

Central elements in value co-creation are resources, knowledge and interactions with customers.
In fact, S-D logic [16,17] proposes that value is co-created as actors interact to apply resources and
exchange knowledge [42]. Sustainable value can be created only when the firm and customers’ need
and objectives fit, so a deep understanding of customers and their participation to the value creation
process can generate solid financial results. Therefore, a business idea is consistent with market
profitability only when it “fits the firm and its customers” [18]. In the following sections, we analyze
relatedness, which is defined as the contextual fit between knowledge, resources and the new business
idea [14]. Another aspect of relatedness is the match between the new business idea and the profitability
of the business opportunity. Thus, we propose that the business idea fit is the combined fit of the new
business idea to the relatedness of the market profitability, knowledge and resources of the owner’s
value network.

2.1. Knowledge Relatedness

Knowledge is defined by Bollinger and Smith [43] (p. 9) as “the understanding, awareness,
or familiarity acquired through study, investigation, observation, or experience over the course of
time”. More specifically, firm knowledge is defined as what people in the firm know about customers,
products, processes, mistakes, and successes [43].

The most valuable business ideas are those for which firms have an informational advantage [33].
According to Berger and Luckmann [44], all knowledge is developed, transmitted, and maintained in
social situations. S-D logic suggests that firms can achieve the desirable position of offering efficient
and effective marketplace solutions by absorbing knowledge from the environment, customers and
value networks [45,46]. Organizations that learn from customers, employees and their surrounding
community are able to be more innovative and adaptive to their environments. The value co-creation
process includes actions of reciprocal knowledge exchange between all the actors involved [41] in the
articulation and expression of current and future needs [47]. Sharing information from the repositories
of accumulated previous learning, ideas, creativity, and real-life situations and roles between the firm
and the consumer builds competence in the process and co-creates value [48]. By sharing knowledge
with other relevant players, firms can achieve better outcomes than those they would get in isolation
due to reconciliation, shared inventiveness, and better expression and evaluation of needs [49-52].
This knowledge sharing leads to integrating perspectives and skills to dynamically co-create value [53].

The association between knowledge and business ideas can be referred to as knowledge
relatedness [25]. High levels of knowledge relatedness can benefit start-ups and already operating
small businesses [54]. Tanriverdi and Venkatraman [55] proposed that corporate performance is
improved when the firm simultaneously exploits three types of knowledge relatedness, which are
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product, customer and managerial knowledge relatedness. West and Noel [56] found that knowledge
relatedness with respect to the type of business is positively associated with performance. We call the
extent to which the business idea aligns with the actors” knowledge relatedness.

2.2. Resource Relatedness

The idiosyncratic resource collection of the individual is important in the recognition of the new
business idea [57]. Entrepreneurial opportunities exist for individuals primarily because different
agents have different beliefs about the relative value of resources, which can be converted from inputs
into outputs [27]. Consequently, the nature of the opportunity determines the direction and process
for acquiring and assembling resources in a firm [58]. Put another way, the resources of a firm must fit
with the opportunity or the resources could be wasted [59].

The value co-creation literature suggests that markets are configurations through which firms
deploy and integrate resources to co-create value [17,60-63]. The concept of resource-integrating actors
highlights the idea of generic actors that have ownership of, or access to resources [64]. These actors
can be viewed as open systems, “effectively depending on the resources of others to survive” [65]
(p. 149). The exchange occurs because no single actor has all the necessary resources to operate
successfully in isolation [66]. In practice, all stakeholders are resource-integrators that collectively
co-create the network’s shared value [67]. For this reason, identifying stakeholder motives and
establishing the linkages between stakeholder motives and resources is fundamental to boosting
the creative potential [68]. S-D logic recognizes two categories of resources: (1) operand resources,
which are typically physical; and (2) operant resources, which are typically human, organizational,
informational, and relational [69]. Operand resources tend to be static in nature, while operant
resources are dynamic and can be rejuvenated and replenished. Therefore, competitive advantage is
primarily created through operant resources, rather than through operand resources, because they
help solve problems, fulfil needs, and produce a favorable customer experience [16].

In a market context, the business model construct can be seen as the interface through which
various actors’ resources and capabilities are orchestrated for value co-creation [18]. According to
Storbacka et al. [62], market actors negotiate through their business models which aspects of their
resource and capability configurations are being used and how these configurations interact for
value co-creation. The resources that the individual can share within the value network represent
a corridor (or potentially a barrier) to implementing the new business idea, leading to the concept
of resource-business-idea relatedness [70]. Thus, the fit between the business idea and the owner’s
resources is called resource relatedness [25].

2.3. Market Profitability Relatedness

Of central importance are the market issues, in particular, does the new business idea fit
with the most profitable market opportunities? Organizational decision-making research and the
behavioral view of the firm show the importance of considering an opportunity-driven approach [71].
A qualitative study proposes that high performing firms create market fit [72]. A recent study found
that the relationship between the use of market research techniques and profit margin is stronger for
co-creation techniques than it is for traditional market research techniques [15].

In recent years, a growing body of marketing literature [17,73-75] has focused on the central
role played by consumers. Several indicators of market profitability such as sales revenue, return on
sales, market and sales growth and market share size depend on customer acquisition, retention and
satisfaction. In this view, a deepening knowledge of the potential customers and the interactions with
them becomes critical, since the formulation of the business idea helps firms to create a business idea
consistent with the needs and requirements of the market segment, i.e., products or services that will be
sold. The co-creative paradigm recognizes that consumers, both existing and potential, are prerequisites
for the creation of value because they exert a considerable influence on the formulation of the value
proposition through the contribution of their own resources, and sometimes by adopting the roles
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of co-diagnoser, co-designers, co-producers, and co-implementers [76] (p. 23). When customers and
providers interact, their shared knowledge of reality becomes reinforced because they understand that
their respective perceptions of reality are related [77]. Therefore, the active role of customers is critical
for the success of the value proposition and they should not be considered simple marketing targets [78].
In other words, taking the market and particularly the potential customers into consideration when
designing the business idea should be more profitable. To address this issue, we call the extent to
which the business idea reflects market profitability relatedness.

3. Empirical Taxonomy

It is important to clarify what a taxonomy is, especially in light of the debate about the difference
between the terms taxonomy and typology. Despite a number of scholars suggesting that there is
little difference between taxonomies and typologies [79], the literature clearly defines typology as
an invention of individual creativity, and taxonomy as an empirical tool for building complex filing
systems that allow both the ordering and the retrieval of large amounts of data [80,81]. In other
words, a typology is designed by forming priori classes/groups and subsequently placing cases into
these groups, whereas the classes/groups in taxonomy emerge from the empirical procedures used
to sort cases on the basis of similarity or contrast [81]. It has been widely argued that developing
empirical taxonomies can reduce the complexity of empirical phenomena to a few constructs [82-84].
Additionally, constructing a usable taxonomy plays a fundamental role in the development of
a scientific body of knowledge [85].

4. Methodology

The CAUSEE (Comprehensive Australian Study of Entrepreneurial Emergence) dataset was used
to determine the major factors in the data; once the factors were identified a factor analysis was
applied. The CAUSEE dataset was collected over a period of five years (2007-2013) from a nationally
representative sample of nascent and young entrepreneurs [86]. Nascent firms were identified based
on their undertakings in relation to some tangible “start-up behavior” (looking for equipment or
business location; or organizing a start-up team) within the last 12 months, and young firm are
firms that were already established but less than four years old. The data was collected using CATI
(computer-aided telephone interview) with subsequent waves (five in total) with intervals of 12 months
from 2007 to 2013. The interviews conducted to qualify respondents were between 40 and 50 minutes.
The sample was drawn from the AMSRO (Association of Market and Social Research Organizations)
random digit dialing (RDD) telephone resource. The CAUSEE sample was framed and selected
using a nationwide sample over 30,105 Australian residential households. This sample was contacted
randomly in order to identify both nascent and young firms, as stated earlier. As a result of the
CAUSEE project, 1410 respondent were identified as either nascent or young entrepreneurs. For the
purpose of this study only the data relevant to nascent firms (729 firms) from the CAUSEE dataset
were used in our analysis. This sampling approach and longitudinal study avoids the success bias
of not observing firms who fail and leave the sample pool. Based upon the data from the CAUSEE
data, a number of potential business idea relatedness activities were used in this study to develop
a usable taxonomy that can assist in understanding the differences between young firms and their
approaches towards entrepreneurial activities. The business idea relatedness activities adopted in
this study include resource relatedness, knowledge relatedness and market profitability relatedness.
First, we use these business idea relatedness activities to determine the major factors in the data.
Then we use these factors to identify clusters of like firms.

Data Analysis Overview

Table 1 provides an overview of the descriptive statistics and correlations of the data. It is
important to highlight the significant linear associations between the three factors associated with the
business idea supporting their adoption in the cluster analysis.
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As shown in Table 1, the educational levels of the nascent entrepreneurs varied from completing
high school (28.7%) to master/doctorate degree (17.9%) and completing technical colleges (28.7%) to
university degrees (22.4%). Also, the employment status of the respondents was quite diverse covering
self-employees (49.7%), employees (36.6%), homemakers (5.9%), retirees (2.6%), students (2.3%) and
unemployed (2.5%).

Table 1. Descriptive statistics and correlations (N = 729).

Variables Mean  Std Dev. Min. Max. 1 2 3 4 5 6
1 Gender 1.41 0.491 1 2 1 0.032 —0.090 * 0.018 —0.029 0.023
2 Employment Status 191 1.065 1 6 0.032 1 0.100 ** —0.037 —0.011 0.009
3 Education 3.69 1.592 1 8 —0.090 * 0.100 ** 1 0.001 0.065 —0.047
4 Resource Relatedness 4.2561 0.8631 1 5 0.018 —037 0.001 1 0.402 ** 0.363 **
5 Profitability Relatedness 3.9272 0.9746 1 5 —0.029 —0.011 0.065 0.402 ** 1 0.264 **
6 Knowledge Relatedness 4.1976 0.8006 1 5 0.023 0.009 —0.047 0.363 ** 0.264 ** 1

* Correlation is significant at the 0.05 level (two-tailed); ** Correlation is significant at the 0.01 level (two-tailed).

Figure 1 illustrates the process undertaken to develop and validate the cluster taxonomy.
The survey data was analyzed in several ways.

[ Phase 1 Clusters Formation . _ _ _ _ _ ~ — Phase 2 Cluster Validation s
| Factors Clusters 1 Internal Validation Validated Clusters ‘
| : |
| Cluster 1 ] Differences AR |
Resource between clusters il |
I Relatedness | |
| (Factor 1) MANOVA " |
| Cluster 2 ANOVA Low Knowledge Fit ‘
i itees SCHEFFE
! ‘:‘“’I'““d‘ dea 1 Profitability | |IGiGStar Clusters ‘
elatedness 3 Relatedness i > )
| Analysis Fecisa) Analysis Cluster 3 Yalldaﬁon Degree of agreement Low Profit Fit |
I| 12Items within clusters I
| |
Knowledge P
| Relatednegss Cluster 4 | Within-G roup N |
| (Factor 3) Interrater Reliability |
| |

Figure 1. Cluster formation and cluster validation.

First, in Phase 1 the 12 items reflecting the business idea relatedness (See Table 2) are factors
analyzed in order to identify possible factors that summarize the main possible types of activities that
a firm could engage in. This is done to ensure that the items accurately reflect the scales of knowledge
relatedness, profitability relatedness and resource relatedness.

Once the factors were identified, the computed results for each factor were used in a cluster
analysis in order to cluster firms based on their preferences around the different types of innovative
activities. As this was an exploratory study, no a priori number of clusters were expected, different
cluster solutions are tested empirically and theoretically. The four cluster structure was chosen due to
its strong internal consistency and significant external differences.

In Phase 2, this study used two main tools to validate the four clusters: the first was evidence of
high external heterogeneity and the second was high internal homogeneity [87]. External heterogeneity
involves measuring the differences between the four clusters in relation to the three business idea
relatedness factors to see if there are significant differences between them. Manova, Anova and Scheffe
analyses were used for this purpose. Internal homogeneity shows the degree of agreement between
managers within each cluster in relation to the degree of influence that the eight factors played on their
decision-making process. The within-group interrater reliability test was used for this purpose [88].



Sustainability 2018, 10, 189 8 of 15

Table 2. Survey questions.

Knowledge Relatedness
The PRODUCT /SERVICE offerings are selected so that they are very closely matched with the

A knowledge and skills that you already had
The customers or target markets are selected so that they are very closely matched with the knowledge

B .
and skills that you already had

C The methods for producing or sourcing are selected so that they are very closely matched with the
knowledge and skills that you already had

D The methods for promotion and selling are selected so that they are very closely matched with the
knowledge and skills that you already had

Profitability Relatedness

E The PRODUCT/SERVICE offerings are selected because they represent the most profitable opportunities
that exist in the market

F The customers or target markets are selected because they represent the most profitable opportunities that
exist in the market

c The methods for producing or sourcing are selected because they represent the most profitable
opportunities that exist in the market
The methods for promotion and selling are selected because they represent the most profitable

H opportunities that exist in the market closely match the financial, physical and other resources you have
access to

Resource Relatedness

I The PRODUCT/SERVICE offerings are selected to very closely match the financial, physical and other
resources you have access to

J The customers or target markets are selected to very closely match the financial, physical and other resources
you have access to

K The methods for producing or sourcing are selected to very closely match the financial, physical and other
resources you have access to

L The methods for promotion and selling are selected to very closely match the financial, physical and other
resources you have access to

5. Results

This section shows the results of the factor analysis and the cluster analysis. As a result of the
factor analysis, three factors were identified (see Table 3). The cluster analysis was then performed on
the computed results from the factor analysis.

Next, using the factors identified, the cluster analysis was conducted. Table 4 provides four cluster
solutions for the cluster analysis performed on the three factors identified in Table 3 (loading resource
relatedness, loading profitability relatedness, loading knowledge relatedness).

Cluster 1, which represents 43% of the sample (304), performed as follows in relation to the three
factors: 4.8 resource relatedness, 4.6 profitability relatedness and 4.7 knowledge relatedness.

Cluster 2, which represents 24% of the sample (178), performed as follows in relation to the three
factors: 4.3 resource relatedness, 4.3 profitability relatedness and 3.7 knowledge relatedness.

Cluster 3, which represents 22% of the sample (167), performed as follows in relation to the three
factors: 4.2 resource relatedness, 2.7 profitability relatedness and 4.3 knowledge relatedness.

Cluster 4, which represents 11% of the sample (80) performed as follows in relation to the three
factors: 2.3 resource relatedness, 3.7 profitability relatedness and 3.3 knowledge relatedness.

To test for overall multivariate differences, a MANOVA (Multivariate Analyses of Variance)
procedure was used to show that the four clusters were significantly different (F = 1.348 and p < 0.001).
Variations in the dimensions of the three factors among the four clusters were gleaned from ANOVA
(Analysis Of Variance), as summarized in Table 4. Scheffe tests also highlighted the distinguishing
qualities of the four clusters. In reviewing the clusters, the reader should note that because the number
and content of clusters were inseparable from the classification criteria used, the results of the ANOVA
are presented only to illustrate where the greatest differences existed among the clusters.
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Table 3. Factor analysis of business idea relatedness (12 items).

9 of 15

Items lliacfg.rs 1 l;dactgfs 2 l;dactgfs 3
. oadin, oadin, oadin
Business Idea Relatedness ... Resource Relagtedness Profitability Reigatedness Knowledge Rel%itedness
. product related to knowledge and skills 0.117 0.039 0.749
... customer or target market related to knowledge and skills 0.197 0.069 0.671
.. production methods related to knowledge and skills 0.124 0.070 0.783
. promotion methods related to knowledge and skills 0.127 0.191 0.644
.. product represents most profitable opportunity 0.126 0.776 0.074
.. customer or target market represents most profitable opportunity 0.130 0.832 0.096
. production methods represent most profitable opportunities 0.189 0.770 0.086
. represents the most profitable opportunities 0.150 0.730 0.130
. product matches own resources 0.781 0.184 0.144
. customer or target market matches own resources 0.797 0.126 0.210
. production methods matches own resources 0.826 0.149 0.159
... promotion method matches own resources 0.765 0.175 0.137
Cronbach’s Alpha 0.719 (4 items) 0.811 (4 items) 0.842(4 items)
Table 4. Cluster analysis results, ANOVA and James agreement test.
Cluster 1 Cluster 2 Cluster 3 Cluster 4 .
Factors (N = 304) (N = 178) (N = 167) (N = 80) Scheffe Results F Sig.
Factors 1 47656 42893 42231 2.3271 1&2,2&3,1&4,and2&4 554.5 0.000
Resource Relatedness
Factor 2 45543 42734 2.7440 3.2688 1&2,2&3,and 13 350.1 0.000
Profitability Relatedness ’ ’ ' ’ ’ ! ' '
Factor 3
4.7196 3.6484 4.2560 3.3219 1&2,2&3,and1&3 179.1 0.000
Knowledge Relatedness
James test of internal interrater reliability 98% 97% 95% 83%
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6. Discussion

This section is structured in two main parts to better describe Figure 2 in detail. The first part
discusses the taxonomy and the four clusters that have emerged from the analysis previously described
(Figure 2). The second part discusses the importance of firms concentrating on the value co-creation
processes to fill the necessary gaps in their business idea to reach the expected overall levels for all the
three factors (resource relatedness, profitability relatedness and knowledge relatedness) to provide
the foundations for a sustainable business (see Figure 2). The more the business ideas are unfit for
the “sustainable business idea” level, the more the entrepreneurs should seek opportunities arising
from the relationship between them and their value networks. This is intended as a way to create
heightened awareness of the importance of business idea relatedness and business sustainability.

We begin this discussion by providing a quick description of Figure 2, which not only provides
a visual interpretation of the four clusters of the business idea taxonomy developed in this paper,
but also suggests that to be sustainable any business idea should have access to the necessary factors.
As previously mentioned, those factors involve having access to the necessary resources [57], related
knowledge [34,89] and profitable market opportunities [15]. This increases the sustainability of
a business idea and sub-sequentially the survival of the business. However, not every business
idea has been crafted in a way that all those three paramount conditions have been met. Therefore,
this section discusses the four clusters in relation to the three pillars for a successful business idea.
See Figure 2.

+
[[1| = Degree of fit between Person and Business Idea
+
[

Need for value co-creation

Figure 2. Taxonomy of business idea fit, sustainability and value co-creation.

As previously argued in this paper, the business idea is the first of multiple stages of the
developmental process of business sustainability. Therefore, knowing that there are four unique
types of business idea fit becomes extremely important to better prepare nascent firms for a sustainable
future. As shown in Figure 2, each of the four profiles has corresponding levels of the business idea fit
across the three factors marked in multiple shades of grey.

Cluster 1 is the vivid example of best fit between the business idea and the knowledge (4.7) and
resources (4.8) available to the creator/entrepreneur plus the market profitability (4.6). This means
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that, not only is the idea in the business area in which the entrepreneur has strong knowledge, and the
idea is in accordance with the resources available, but also the business idea is crafted to target the
most profitable market opportunity. Thus, we call Cluster 1 firms the high fit cluster.

Cluster 2 has slightly less strong fit in terms of resources available for the business venture idea
and also less fit with profitability, but it is weakest in term of matching the knowledge to which the
entrepreneur has access. Cluster 2 firms are the low knowledge fit cluster.

While the first two clusters have a good across the board fit, in contrast Cluster 3 has a weaker fit
overall but, most importantly, has significantly weaker market profitability fit. We call Cluster 3 the
low profit fit cluster.

Similarly, Cluster 4 also has only a moderate overall fit but with a significantly lower resource fit.
We call Cluster 4 the low fit cluster.

Thus, this study has made a contribution by identifying four distinct clusters of start-up strategies
in term of their new business idea relatedness.

However, what has not been discussed yet is the area showing the lack of fit (hashed area)
between the person/entrepreneur and the venture idea (Figure 2). What that area highlights are the
mismatches between the nascent business and a good business idea to provide the best initial step for
the future sustainability of that business. This lack of fit provides an opportunity for value co-creation.
As a result, it is clear that Cluster 4 represents an example of business ideas that most require external
support, mostly for resources (resource relatedness 2.7) but also in terms of both market profitability
(3.7) and knowledge relatedness (3.3). Similarly, but less evidently, Cluster 2 needs more support in
terms of knowledge (3.7) and Cluster 3 needs better market profitability (2.7).

As previously mentioned, sustainability involves the necessity to preserve resources or at least to
use them parsimoniously. Therefore it is evident from this study that not all business ideas (clusters)
are in the same position (fit) with the necessary resources to ensure a sustainable business venture.
Thus, for those business ideas that are not well-fitted, it is necessary to interact with other parties
to improve their fit and support a sustainable future. For example, the least fitting business idea is
Cluster 4, which to be sustainable requires strong external support in terms of resources, medium
knowledge support and improved market profitability. On the other hand, Cluster 1 is the best fit of all
with a possible opportunity to improve market profitability and perhaps optimize their resources and
advance their current knowledge. In this cluster the business must be focused on how to maintain and
improve their policy and strategy under the lens of sustainability in the direction of value cocreation.
For the remaining two clusters, one requires a strong attention with relation to knowledge (Cluster 2)
and the other requires attention to market profitability (Cluster 3).

Finally, nascent firms need to have a clear knowledge of which customers need to be addressed and
what knowledge and resources are to be fielded to grasp the chosen market opportunity. The nascent
firm needs to be aware of all the opportunities and this can be determined by the type of clusters
identified in this paper. Depending on the type of cluster and according to Nenonen and Storbacka [18],
the degree of exchange of resources with the other actors in the value network can be realized.
Value can be co-created “collaboratively in interactive configurations of mutual exchange” [65] (p. 145).
These two theoretical aspects can concretely support the nascent firms in fitting the business idea to the
knowledge, resources and market profitability in order to be sustainable by co-creating value within
their network to regenerate itself over time through the sharing of economic and social value.

7. Conclusions and Limitations

In conclusion, sustainability is the result of a developmental process that requires that the
business idea, which may take different forms based on the gap between the resources brought
by the entrepreneur, and the necessary value co-creation strategy used to fill that gap. The business
idea represents the first step into the development of a sustainable business. We found four distinct
clusters of nascent firms, which were distinguished by the fit of their new business ideas to the owner’s
knowledge, resources and market profitability: The very good fit, low knowledge fit, low profit fit and
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low fit. Depending on the fit degree of the relatedness (resource, knowledge and market profitability)
shown in each cluster, the sustainability of a business idea can be improved, ensuring sustainability by
activating a value cocreation process through a win—win type interaction with other actors.

The taxonomy emerging form this study can be useful in different ways. Firstly, entrepreneurs
can use the four clusters as a self-assessment to understand and maximize the degree of business idea
fit through activating relationships with other actors to co-create value. Secondly, consultants can use
the taxonomy to support future entrepreneurs guiding them towards a sustainability more linked to
business survival. Thirdly, the taxonomy can be used in teaching activities relating to business start-ups
and business idea fit, helping the students to understand the importance of strategic collaborations to
improve business sustainability and survival.

Future research is needed to identify the antecedents and the impact of sustainability on each of
the four clusters. Due to the fact that this study is limited to Australia, it should be replicated in other
countries to further validate the reliability and validity of the model tested in this paper.

Finally, future research should concentrate on identifying the necessary steps from building the
business idea to achieving a sustainable firm.
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