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Abstract 

The dilemmas that may encounter entrepreneurship result of an expected conflict between VCs 

and entrepreneur, disagreement can be beneficial for the venture performance.  While the 

conflicts classified as personal disagreement, which negatively associated with entrepreneur’s 

performance.  In this paper, after the author reviewed the literature studies that involve the 

entrepreneur and venture capital, related domains of research into relationships between both.  

There is a significant gap in research, which focus on possible resolution of relationship conflict 

between the entrepreneurs and venture capital.  

 

 

 

 

 

 

 

 

 

  

 



 

The Relationship Conflict between VCs and Entrepreneur 

 The positive relationship between the venture capital and entrepreneur are highly 

significant, which make both of them mutually symbiotic, and trying their best to maximize the 

business value.  In addition, the positive relations raising the development of high growth 

businesses that create jobs and create wealth that potential to contribute to the economy.  The 

dilemmas that may encounter entrepreneurship result of an expected conflict between VCs and 

entrepreneur, disagreement can be beneficial for the venture performance.  While the conflicts 

classified as personal disagreement, which negatively associated with entrepreneur’s 

performance.   

 There is a critical relationship between the entrepreneurs and venture capitalists, which 

could be a meeting of minds or clash of heads (Proimos, 2006).  Zacharakis, Erikson, and George 

(2010), stated the current study finds relation conflict between venture capitalist and 

entrepreneur leads to reduced confidence in partner cooperation while the classical study 

views task conflict favorably.  However, the VCs – entrepreneur partnership involve conflicts, 

due to different goals and objectives towards the business.  In addition, “the venture capital 

partnership often suffers from lacking communication from either or both parties, which could 

start or worsen the conflict” (Li, 2011). 

The relationship conflict can lead to serious problems; can cause costly mistakes and 

business failures, while entrepreneurs engaged this conflict, they have a less time and energy to 

spend on working toward the business goals.  Similarly, when entrepreneurs ignored a conflict a 

cause, the organization is in danger of ignoring dangers that could lead to serious harm 

(Collewaert, 2013). 



 

Literature Review 

In 1755, the earliest definition of entrepreneurship wrote by Irish economist Richard 

Cantillon, used it as an economic title provide the details of the process of carrying the risk of 

buying at known prices and selling at unknown prices (Aspromourgos, 2012).  The entrepreneur 

word derived from the French verb entreprendre, which mean, “to undertake” (Dana, 2011). The 

later definitions for an entrepreneur by Schultz (1980) that the person who deal with imbalance 

rather than deal with uncertainty.  In addition, the modern entrepreneur is the person who holds a 

high position, in executives’ level of operation decision, take charge of the right of operation 

decision and get hold of on the entrepreneur’s risk in the business can be seen entrepreneur 

(Mao, 2010). 

  The venture capital (VCs) is a powerful equity financing resource that addresses 

the funding necessary of entrepreneurial businesses in particular in environments of uncertainty 

(Rosenbusch, 2012).  Venture capital is one the most influential factor underlying the economic 

growth of some regions within the United States (Samila, 2011).  The classical definition of VCs 

is a wealthy person or progressive financial institution that is willing to provide sufficient risk 

capital to appraise the specific opportunity and provide financial backing for its introduction to 

the market place (Charpie, 1967). 

 The dilemma of interaction conflict between the VCs and entrepreneur could leave a 

negative impact beyond both partners to the whole economy.  However, in 2012, Lim study 

findings showed a direct relationship has no significant impact on conflict between the VC and 

entrepreneur; but the indirect relationship has a greater degree of conflict between the VC and 

entrepreneur.  Collewaert (2013) stated that, the probability of conflict escalation could be 

causing a negative business issue such as failure or another type of forced exit, which represent 



 

the darker sides of the relationship between VCs and entrepreneurs.  However, Brettel, Mauer, 

and Appelhoff (2013) argued that, the negative impact of relationship conflict might impede any 

positive influence of task conflict from happening.  Consequently, the relationship conflict may 

not only harm the perspicacity value but also business performance. 

   Rosenbusch, Brinckmann, and Müller examined the theoretical proposals that the VC is 

a valuable source to develop the performance of funded firms, particularly in environments of 

uncertainty.  In addition, the authors synthesized 76 experimental samples on 36,567 firms.  

Conversely, the found a small positive performance  influences of VC backing on funded firm 

performance.  However, the effect disappears if researchers control the business selection 

impacts.  In addition, the study hypothesis focused on the relationship between VC backing and 

funded firm. Rosenbusch, Brinckmann, and Müller (2012) study findings there are a small 

positive performance influences of VC backing on funded firm.  However, they noted that the 

effect disappears if researchers control the business selection impacts. 

 Zacharakis, Erikson, and George (2010) studied the conflict between the venture 

capitalists and entrepreneurs, and the impacts of conflict on confidence in a business partnership 

explored.  The study found the relationship conflict had negatives prevail caused lower overall 

performance, whereas past researchers find that the viewpoint of venture capitalists on the 

conflict can favorably influence.  While Brettel, Mauer, and Appelhoff (2012) argued that, the   

negative impact of relationship conflict may impede any positive influence of task conflict from 

happening.  However, the relationship conflict may not only harm the investor value but also 

business performance.  



 

 Li and Abrahamsson (2012) argued there is a gap of knowledge regarding conflicts 

between entrepreneurs and venture capitalists.  Moreover, the venture capital partnership often 

suffers from lacking communication from either or both parties, which could start or worsen the 

conflict. However, Collewaert and Fassin (2013) founding the probability of conflict escalation 

could be causing a negative business outcome such as failure or another form of forced exit, 

which present the darker side of the relationship between VCs and entrepreneurs. 

In 2011, Zhang study  found that all entrepreneurs who had previous experience and high skills 

showed  less relationship conflict, which  appeared to raised more funding by venture capital.  

However, Chen, Yao, and Kotha (2009) conducted a laboratory experiment that consistently 

showed the entrepreneurial preparedness skill positively affected the VCs' decision. There is an 

urgent need for new research’s includes practical strategies and activities, teaching the 

entrepreneur a conflict resolution procedures and skills to reduce the negative effects on 

business. The future researchers could also assess what entrepreneurs and VCs can do a prior to 

minimize possible conflict and build a solid partnership (Zacharakis, 2010).  

In 2012, Yitshaki conducted a study about the relational norms by the entrepreneurs who 

increase the confidence in partnership with VCs.  The study was one of the rare researches that 

suggested a possible resolution of relationship conflict between the entrepreneurs and VCs. In 

addition, the study had several implications for understanding the difficulty to the 

relationship.  Yitshaki argued there are possible resolutions to these conflicts can be use by 

several thoughts of the venture and the contractual arrangements.  The study suggested that both 

entrepreneurs and venture capitals, it would occasionally restore relational standards in order to 

determine perceptual asymmetries and set up expectations for long-term relationship.  Venture 

capitals need to clarify their expectations and common interests, thereby increasing 



 

entrepreneurs' faith in partnership.  A high level of co-operation during crises; It might contribute 

to entrepreneurs' commitment to changes in leadership in a way that might reduce their 

uncertainty and build up their confidence in cooperation. 

Future Directions 

The future studies should consider the potential resolution of relationship conflict 

between the entrepreneurs and VCs, proposing solutions and examine it.  It is necessary to 

understand and apply various conflict resolution techniques, which clearly an urgent need for 

such assumption, package of proposals, or communication tool that can be implemented to 

consolidate the relationship between the parties.  There is a need to examine the significant effect 

of the degree of VCs conflict resolution skills and training on the corporation, which would 

explain the degree of urgent need to enhance these skills through the education. 

 Obviously, the purpose of the future research has the potential to reach the optimal 

outcome for the chosen topic.  All these studies show a positive impact on the probability of 

successful implementation, which can have a significant impact of the study field.  The potential 

impact of this study is to help researchers practice and deepen their understanding of the nature 

of the conflict and solutions, through entrepreneurship scholars to outline and debate research 

opportunities within the field of the relationship conflict between VCs and entrepreneur.  

 

 

 

 

 

 



 

Summary 

There is a critical relationship between the entrepreneurs and venture capitalists, which 

make both mutually symbiotic, and trying their best to maximize the business value.  Because of 

different interests or mismanagement, that would create conflict over the relationship between 

both parties.  Anyhow, the conflict of relationship between both parties leads to reduced business 

venture or could go further causing a business failure.  In addition, the negative effects may 

exceed both parties to the overall economy.  However, after reviewed the literature studies that 

involve the entrepreneur and venture capital, there is an urgent need to conduct more in-depth 

new studies to understand of the nature of the conflict, and suggest possible solutions to this 

conflict.  Furthermore, the study topic will enhance both entrepreneurs and VCs performance and 

help deepen their understanding of nature of the conflict. 
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