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Abstract 
Almost everyday we can read about or listen to the radio the creation of a new company, which is 
of course successfull and just started several months ago. One succeed but for how many other 
failures. In our everyday life we only know the companies which exist. We never consider all the 
high number of companies that have failed. In addition to that, by analyzing some cases, we can 
notice that some ”good” companies, with good team, good concept can failed too. 
 
In order to understand the views that exist, one needs to elucidate this problem. The early stage 
of a new-created company is the most important phase of the firm´s life, according to the fact that 
it will determine the evolution of its whole structure, and therefore will deeply affect its future. 
All the more so a firm in order to be successful must be able to growth in the long run. 
 
With this thesis, we hope to contribute to a better understanding of the key- success factors of 
young companies. Therefore we will try to clarify issues concerning this early stage. In particular 
we will highlight and describe that the early development in a firm is a very important phase in 
its life. And to determine which factors must be take in consideration in order to avoid future 
difficulties. 
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1 Introduction         
 
In this chapter I will start by introducing the background of this study. I 
will continue by discussing the problem which this study deals with, then 
I will formulate the main problems areas. At the end of the chapter I will 
give you the objectives of this thesis. 
  
In the ten years or so, the importance of Small Business development 
and entrepreneurship has begun to be recognized not only by specialists 
in this field, but also by a huge number of researchers, even nowadays 
everybody is talking about it, we are the witnesses of a New Gold Rush.  
In this research field, many new scientific papers have been published. 
The universities started offering new courses in entrepreneurship, and 
later introduced separate programs in entrepreneurship as the ENP 
program of Linköping University. 
In these research area Magnus Klofsten, currently director of the Center 
for Innovation and Entrepreneurship (CIE) at Linköping Sweden, whose 
approach was to provide support in business development for the 
member firms, but also for everybody, introduced in 1993 the Business 
platform Model. 
 
 
1.1  The Background of the Study 
 
I am personally involved in the topic of this study. I belong to the 
Internet generation. My everyday life deals with emails, downloads, 
chats and surfing on the net.  
However the net not only represents a way of entertainment but also the 
new wonderful opportunities to start its own business. Indeed the first 
looks sound pretty good. E-businesses involve no machinery 
investment, no production development to deal with. We already got the 
knowledge in order to program your web page, our brain is full of 
numerous ideas which of course always seems to be highly valuable. 
And the price of our launch can also be summarized in just buying the 
domain name we want and use our computer as the main asset of our 
new-created company. 
However the situation is not so different from the past. All the same 
steps must be passed through (meet customers needs and financial 
requirements, well understand the market, etc…), if one is missing, the 
final result would be the same even if we are in the New Economy. 
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I just created my own company, the more I work on it the more the 
number of new questions occurs, whose answers remains unknown. 
These questions are not worthless at all. Most of these refer to vital 
decisions which will influence completely the future of my young firm.  
I need to find answers, not intuitive ones but valuable ones, efficient 
ones that I can be sure about the result or decrease at his maximal level 
the uncertainties related. However the literature, related to these 
problems, is almost nonexistent. I was looking desperately in libraries, 
in bookstores and of course on Internet for some concrete tips that you 
can immediately implement in your company. But the findings where 
very light.  
 
Therefore I started to want to bring my own contribution. To share my 
little experience on the subject, by providing some non-abstract 
information, in order to attempt a clarification of situation that young 
entrepreneurs face when starting their first business. 
 
I have no disproportionate pretension with this thesis. My only 
motivation came from thinking how much I should have been please to 
find this kind of books. Clear, easy to read and providing tips 
immediately applicable. At that time the only book I found was The 
Business Platform Model by Magnus Klofsten. This one is still the best 
book I have ever read on the subject of the early stage of the life of new-
created companies. That is the reason why I based my thesis on this 
particular model, and I still recommend every new entrepreneur to read 
this one. 
 
I have simple ambition. I only want to help whomever we can, by 
providing some high relevant tips. To be able to imagine that some 
readers will think: “I have never thought about it if I have not read this 
paper”, will be the value, my value, of this thesis. 
 
 
1.2  Introducing the problem 
  
Almost everyday we can read about or listen to the radio the creation of 
a new company, which is of course successful and just started several 
months ago. One succeed but for how many other failures. In our 
everyday life we only know the companies which exist. We never 
consider all the high number of companies that have failed. 
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Of course most of them where created without any good competencies 
or a weak Business concept but by looking more attentively, we can 
notice that some “good” companies, with good team, good concept can 
failed too. Nobody is protected in this kind of situation2. 
 
 
1.3  Formulating the problem 
 
The early stage of a new-created company is the most important phase 
of the firm’s life, according to the fact that it will determine the 
evolution of its whole structure. Every year, lots of firms are created. 
Most of these do not develop into large businesses. However a firm in 
order to be successful must be able to growth in the long run3. 
In order to understand the views that exist, one needs to elucidate this 
problem. Therefore in this thesis we will try to clarify issues concerning 
the early stage of a new created company. In particular we will highlight 
and describe that the early development in a firm is a very important 
phase in its life. And to determine which factors must be take in 
consideration in order to avoid future difficulties.  
We will also thoroughly discuss areas of evolution of the cornerstones, 
defined in the Business Platform model, in order to determine if those 
have evolved during the ten last years. 
 
It appears by looking in the current literature that the interest for those 
questions that are discussed has not diminished but, rather, has 
intensified. 
 
 
1.4  Purpose of the study 
 
With this thesis, we hope to contribute to a better understanding of the 
key-success factors of young companies. We will discuss about the early 
stage of their existence, and describe how this period may deeply affect 
their future. 
 
  
 
 
                                                        
2 Own, 2000 
3 Magnus Klofsten, 1993 
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1.5  Delimitation 
 
Our focus will be on the early stage of the company through the eight 
cornerstones defined in the Business Platform Model. In this study 
“early stage” consists in the period just before the creation of the 
company - this one can be compared to the incubation period - up to the 
period when the company starts to be viable or to be able to perpetuate 
its activity if possible. 
The focus will be dual, indeed if the used of the Business Platform will 
cover all this early stage, the advice provided for young entrepreneur 
will be only focus on the first step which is the creation of the company: 
the pre-existence period, and approximately the first year of existence of 
the company. 
  
 
1.6  Who should read this thesis? 
 
We believe that this thesis can be useful for all young entrepreneurs, it 
means both people with a limited knowledge of working activity, just 
fresh graduated or people who have started or are about starting their 
business for the first time. In fact those who get no previous experience 
in this kind of realization. It can also inspire persons who would like to 
go into this kind of adventure, but have not the means of doing it 
without a previous established knowledge. 
We want to help all persons looking for high relevant advises in order to 
decrease the uncertainties link to going into an unknown territory. We 
want to be sure that they will be able to avoid certain mistakes. 
  
 
1.7  Disposition 
 
I start this thesis by presenting the method I will rely on, in order to 
explain how I carried out my study and what type research I have done. 
This part also includes my theoretical framework, where I first introduce 
the concept of Business Platform I used. 
 
In the Chapter 3 I present the real situation of the two companies I 
interviewed. The presentation of the two companies follows the eight 
Cornerstones of the Business Platform model. And in Chapter 4 presents 
some more findings related to of the situation of a virtual organization, 
which can be yours. 
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Chapter 5 is my analysis where I discuss the current situation of the 
three companies, which compose the previous chapter. It also contains 
the further extensions I can draw as far as the eight cornerstones of the 
Business Platform are concerned. The economy evolved quickly, the 
relationship among the cornerstones and their relative importance too. 
 
Chapter 6 contains the conclusions I have drawn from my theoretical 
and empirical research.  
 
Finally in Chapter 7 I give suggestions on further research. I also 
provide to the reader the references of several books with no direct link 
to the subject of my study but which can complete perfectly this one. 
This will be highly relevant for the persons who really want to start their 
own business or to check the basis or their young company. 
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2 Method          
 
 
2.1  My Research and Approach 
 
Our study starts with an inductive approach. First we will start to define 
the theory we will use. Due to this inductive guidance we will choose 
which part of the theory we will follow in order to conduct our empirical 
study. This empirical study will also allow us to determine whether the 
theory used is still valid, or if some parts of it have evolved. However 
according to the collection of the data (see part 2.3), my approach turns 
into a deductive one. Indeed, thanks to the empirical findings, by 
comparison to the theoretical framework defined, we try to update the 
theory. They will lead us to our results, which will be highly access and 
based on these different experiences and facts that we found4. The 
nature of the study is explorative and it is a qualitative case study. The 
qualitative approach was chosen according to the fact that new-
entrepreneurs suffer from lack of time. They want, when reading some 
papers, to reach immediately the main issues and findings.  The case 
study approach is a major feature of business and management 
education. A case study is normally a written description of an 
organisation and includes a general business situation or may focus on a 
specific aspect of organisational activity. A case study details events and 
circumstances, including the historical context, external and internal 
environment, such as its organisational structure5. 
 
We started our study by building up a theoretical framework using 
secondary sources such as books, articles and information from 
newspapers database from the library at Linköping University. 
Keywords used are Small firms, Start-up, E-business, Business 
Platform, Venture Capital and Business Plan. We studied different 
views on entrepreneurship in order to create a relevant theoretical frame 
for the empirical study. Well-accepted researchers in the academic 
world have written literature that we used for our study. 
 
Finally we try to do our entire thesis in fashion writing that will be 
friendly to the reader.  
 
                                                        
4 Eriksson & Wiedersheim-Paul, 1991 
5 Preston, 1993 
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2.2  Critics of the my approach  
 
We are aware of the fact that a case study by its nature can give a partial 
and incomplete picture being a simulation of the real world. The use of 
e-mail for interviews does not allow the use of questions requiring 
extensive probes for complete response. To avoid this problem we have 
created our questions as clear and concise as possible. We also are 
aware of the fact the following interviews made by phone differ from 
face-to-face interviews, were you loose the psychological contact to the 
interviewed person and you loose as well the possibility to interpret the 
body language and expressions. Though, we found it interesting for our 
study to interview persons which have been following the same 
education and started their company with a ten years gap.  
 
Our advises and tips are mainly based on empirical findings rather than 
theoretical reasoning, therefore some will critics the validity of these 
information. However entrepreneurship deals with reality. No one gets 
the perfect answer. Our thesis was therefore both done for researchers 
and new potential entrepreneurs. All the more so the fact that secondary 
sources that we have used are written for other purposes that our study. 
We are aware of the fact that subjective interpretation is not avoidable.  
 
Another advantage consists in the fact that different kind of interviews 
were conducted, for instance: 
- A direct interview: the person interviewed got no possibility to 

prepare the answers before the meeting. Therefore she had to give 
immediate answers and had no chance to deform her purpose.  

- A distance interview: the person interviewed by phone calls and 
emails got the possibility to prepare her answers to the different 
questions. A disadvantage of using English language when making 
interviews in Sweden should be mentioned as well, because that 
could cause some difficulties or misunderstandings between 
interviewer and respondent. 

 
 
2.3  Collection of the Data 
 
The empirical part has been carried out in the following manner: We 
made four interviews with David Löwenbrand one of the two founders 
of Kreatel and with Ulf Annas one of the early founders of IFS. The 
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questions asked were structured in an open way, which gave the 
opportunity for open discussions. Moreover it made it possible to use 
pictures and examples. The four meetings were face-to-face interviews 
in their headquarter of Linköping. The first interviews lasted for one and 
a half-hour. The next interviews were carried out by phone and by 
emails. Questions used for each interview were the same for the first 
interviews.  
Then deeper questions in relation to their first answers were asked in 
order to explore new directions. Emails and phone calls became more 
and more focused on new subjects. 
On the other hand some more empirical data came from personal 
researches. Thanks to the World Wide Web. It was possible to check 
numerous Business Plans of existing companies and the related 
comments of them from Venture Capital or Financial establishments. 
Finally I also explore some more particular points I was interested in, 
through intensive reading of related articles and books which appear in 
the References. 
 
 
2.4  Can my result be used? 
 
Taking a decision without knowing if this one is valuable or not, is one 
of the most difficult choices that new-entrepreneurs must face in their 
every working day. Most of the time these decisions are taken without 
knowing the validity of their implementation. 
As every empirical study, it provides examples to the reader. If the 
validity can be always discussed, at least it gives an example of the 
implementation of certain choices in the reality. Therefore the reader 
will be able to compare the situations describe with the ones he is 
facing. 
In addition to that the reader is free to decide what to do or not. But at 
least by reading this kind of study he will probably manage to reduce 
some part of the uncertainty. Like several bricks on the ground, it is not 
enough for building something, but it can be used as the foundations of 
a future construction. 
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2.5  Reliability and Validity of the sources 
 
It is of great importance to create and use reliable instruments for 
measuring what is supposed to be measured6. Since our interview 
questions are open, the answers were not affected by our point of view. 
Indeed too focused questions lead to predetermined answers, which are 
not relevant for our investigation. Therefore the cases study can be 
considered as being a neutral translation of their purpose. 
 
According to the fact that we only made a limited number of interviews, 
we wanted to be sure about the potential validity of the answers. 
Therefore during each interview, we asked the same questions 
differently formulated, in order to check whether the answers they 
provided were constant. As the results of these interviews were similar, 
we can rely on their answers as a representative view of the company’s 
situation. Thus we can conclude that the answers appear to be coherent. 
 
In addition to that, two of the persons interviewed got exactly the same 
function in the company. All of them are founders of the company we 
talk about. This allows us to directly compare their answers, without 
taking in consideration the possible differences, which can exist when 
persons talk about the history of the company without being there from 
the beginning.  
 
Finally, even if only one of the founders were interviewed, we can 
consider that the data are still reliable and valid, according to the fact 
that these two interviewed-persons, by being a founder, were present in 
the company from the beginning. They faced all the events they are 
talking about. 
The result should have been different if the interviewed-persons were 
employees who were presenting historical events of the company, which 
occurred when they were not already employed by this one. 
 
In addition to that, if the answers provided by one founder can differ 
from those from another one, these answers are still perfectly valid, by 
being the real expression of his point of view. 
 
 
 
                                                        
6 Wiederheim-Paul and Eriksson, 1991 
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2.6  Theoretical Framework  
 
The theoretical framework of this study is almost completely based on 
the Business Platform Model. Our case studies will also be based on 
characteristics of this model. 
 
 
2.6.1 The Business Platform7 
 
Nowadays we can notice that there is an acceleration of the 
development. All the new technologies have completely modify the 
business areas. If several years ago the two or three first year of a new 
company were determinant for its future. We can say that now this 
period is definitely shorter. Some would talk about one year, some 
others about the first six months. 
 
In 1993 Magnus Klofsten defined that : “It is well know that the first two 
to three years are decisive for a firm’s future and subsequent 
development. Many speak of the years of hard struggle, but few have 
really tried to understand what it is that determines whether a firm 
survives these years or not.8” 
 
Therefore expressed what a business platform is - a state where the 
young firm has become less vulnerable and has developed stronger 
preconditions for future survival and development. This requires, 
however, that nothing dramatic occurs in the firm or its immediate 
environment. Thus he decided to know exactly which factors determine 
if and when the business platform has been attained. 
 
Indeed there are several deciding factors, or cornerstones, as Klofsten as 
chosen to call them. Eight important Cornerstones must all be present to 
support the Business Platform necessary for a firm to continue to 
develop, to be profitable and stable. These Cornerstones are by 
definition: the Idea, the Product, the Market, the Expertise, the 
Customer relations, the Motivation, the Organizational Development 
and the Other firm relations. 
 
                                                        
7 Magnus Klofsten, 1993 
8 Magnus Klofsten, 1993 



Successful Start-ups & Keys Success Factors: A study of the Fast Growing Firms 

 14

These eight cornerstones, all of which must be in place, support the 
business platform. Each cornerstone must furthermore be sufficiently 
strong to hold the platform so that it does not buckle. By studying each 
cornerstone and assessing its strength, it is possible to determine 
whether or not the business platform has been attained.  
But first, we will provide a presentation of the different cornerstones: 
 
Four of them concern the firm’s development process as such: 
Idea: The formulation and clarification of the idea behind the firm. To 
be able to develop, the firm must have a concept from which its 
activities can be carried on and developed. 
Product: The development of finished products. An essential part of the 
process is to develop products that are accepted by customers on the 
market. 
Market: The definition of the market. The firm is not able to address all 
markets for reasons of effectiveness. One delimitation could be in terms 
of a niche, which is large enough to be profitable.  
Organizational Development: Development of a functioning 
organizational structure. To be able to cope with and solve problems, 
etc. the firm must have internal functions.  
 
Two cornerstones concern important actors close to the firm such as the 
founders, the CEO, and the board members: 
Core Group Expertise: The actors’ expertise. To found and run a firm 
requires different forms of expertise. If expertise in any area is lacking, 
active contributions of a mentor and/or input from a dedicated board of 
directors, for example, must be supplied.  
Prime Mover & Commitment: The actors’ driving force and 
commitment. In the early phases of development, strong driving forces 
and a high level of commitment by those involved in the firm are 
necessary. 
 
Two additional cornerstones concern the external supply of resources in 
supplementary areas which are necessary for the firm: 
Customer Relations: These relations are important for all firms since 
they are the sources of revenue. Good customer relations are created 
through effective marketing and co-operation, for example, on the 
product development side9. 
                                                        
9 Magnus Klofsten, 1993 
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Other Firm Relations: A variety of different relations are concerned 
here, but especially important are those that supply the firm with 
supplementary knowledge or financial backing10. 
 
 
In addition to that Klofsten defined that each cornerstone is more or less 
externally or internally oriented. The development of finished products, 
the definition of a market, and the establishment of customer relations 
and other firm relations all belong to the more externally oriented 
cornerstones. The more internally oriented encompass the formulation 
and clarification of the idea, the development of a functioning 
organizational structure, core group expertise, and prime mover and 
commitment. 
 
All eight Cornerstones usually exist but are developed to different 
degrees or are at different stages of development. For this reason, each 
of the cornerstones has been rated according to one of three levels, 
depending on how developed it is. The high and low levels are the 
endpoints on a scale, where low depicts a cornerstone that is very little 
or not at all developed while high depicts one that is strongly developed. 
The intermediate level is a position in the cornerstone’s development 
where an essential step has been taken on the path to a high level. 
Thanks to these levels, it is possible to measure whether or not a firm 
has attained a business platform and, if not, what the firm needs to do to 
reach the platform. 
 
 
Klofsten defined this model for people who intend to become or already 
are entrepreneurs; it should also be interested for other business support 
professionals.  
In fact the business Platform model can be used to assess a firm at 
different stages of its evolution and therefore to determine what is 
supposed to be done for success. Indeed all the new-created companies - 
Start-ups - can rely on this model as a tool to evaluate their business 
activities and see what is the origin of their problems. In addition to that 
Investors and banks, among others, can assess whether it is justifiable to 
continue to support the firm financially. Another actors like Business 
Angels who intend to support the firm will, by using this model, gain a 
valuable insight into what is necessary for stimulation measures to be 
                                                        
10 Klofsten, 1993 
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effective. Even if everybody must well understand that this model is a 
simplification of reality, and therefore can not cover every aspects 
which can be involved in this reality. 
 
Klofsten’s aim was to increase insight into and knowledge of what is 
necessary for newly created firms to survive and flourish. Entrepreneurs 
or company analysists should be able to use the model of the Business 
Platform as a tool for a more effective and structured plan of action. His 
hope was that the right firm would receive the right injection of capital 
at the right time. 
  
Klofsten has tried with the Business Platform to provide a complete 
description of the different phases that a new created business can have. 
Indeed the development of new business activities is often accompanied 
by problems in several areas such as administration, finance, and 
marketing. By using eight cornerstones of the development Klofsten 
tried to describe this holistic view. 
 
In his presentation he has tried to express why it is also is necessary for 
a firm to attain a Business Platform: “Early development is a very 
important period in a firm’s life. During the first two to three years, the 
foundation for future development is laid. If the firm overcomes its early 
vulnerability and thereby attains a Business Platform, the chances for 
survival and continued development are increased considerably11.” 
 
In 1993 Klofsten introduced three cases study in order to exemplify the 
Business Platform Model. These companies were: Instrutec, Optisensor 
and Sutec12. 
- Instrutec was founded by three young technology students from 

Linköping University. They got from the beginning a high 
Motivation and good Ideas. However they did not know exactly 
which product or products they should develop first. “After a couple 
of years, however , the first product has come out on the market – a 
system that integrated text TV and Videotex for internal and external 
information in places of work, in waiting rooms, in hotels, on 
passengers boats, etc. the market was judged to be growing.” 

- Optisensor was based on a well-defined idea. The optical key was 
considered to be one of the best inventions of the decade. “The fields 

                                                        
11 Magnus Klofsten, 1993 
12 Magnus Klofsten, 1993 
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of application for a key that is completely insensitive to humidity, 
chemicals, mechanical damage, etc…, must simply be innumerable”. 
The outlook was good. There was knowledge, there was capital, and 
there were agreements with both Electrolux and ABB to develop the 
optical key. 

- Sutec was founded by four employees of a Saab’s Division. Indeed 
after many years of research and development, Saab decided to 
discontinue the development of unmanned undersea vehicles. “The 
four founder got a considerable support from Saab, to start and 
continue the work. Indeed they were allowed to take the prototypes of 
the undersea vehicles, all documentation, and functioning network of 
market contacts. Saab also paid the salaries of the four founders 
during the first year of business”. 

Each of these companies started under different situation. Some of them 
got particular cornerstones that some others did not get. These three 
cases study perfectly exemplified how important it is to perform an 
assessment of the company in order to determine which of the eight 
cornerstones are present or not. Indeed this should have allowed 
Instrutec, Optisensor and Sutec to determine which part of their 
company should have been improved. 
 
 
Our empirical study will follow the organization of the Business 
Platform model. It means that we will try to determine the level of the 
different cornerstones of Kreatel and IFS. In addition to that another 
virtual company will be add. This will be done in order to define some 
clues for starting a new business which will easily reach these 8 
cornerstones, insuring an efficient basis for the new-created firm. 
 
 
2.6.2 Keywords 
 
Before going into each of these parts we shortly clarify some keywords 
and unusual terms that we use throughout our study. 
 
Browser: A software program used to locate and display information on 
the Internet, Intranet or Extranet. Browsers are more often used to 
access web pages. Most can display graphics, photographs and texts; 
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multimedia information (e.g. sounds and video) may require additional 
software, often referred to as “plug in”13. 
 
Business Angels & Venture Capitals: Financial establishments 
providing, after complete analysis of the situation of the applicant 
company, financial supports in exchange of a certain percentage of the 
stocks options of the new-created firm or parts of its future profit.    
 
Business Plan: is a 30-page document presenting all the different 
aspects of the organization - Concept, History, Product or Service, 
Strategy, Management, Finance, Results and a 2-years Projection. This 
document is used by Venture Capitals and Business Angels in order to 
assess the potentiality of a company.    
 
Business Platform: Model defined in 1993 by Magnus Klofsten, in order 
to assess the current position of a new-created firm. This model give the 
opportunity to determine which part of the firm need to be developed or 
reinforced in order to reach the Business Platform, which consists in a 
more or less stable business position, where vulnerability has decreased 
to the point that the firm has been able to move on to the next phase of 
its further development. 
 
Business-to-Business (B2B) Commerce: Use of electronic interactions to 
conduct business among enterprises, typically as a result of formal, 
contractual arrangements. B2B functions include sophisticated web 
authorization and control (WAC) for the delivery of sensitive price, 
contract and content information of each partner; catalogs that provide 
custom views based on access control and parametric search for serious 
business buyers; and order entry functions, such as standardized “ship-
to” locations, dynamics order recalculation and payment options. 
  
Business-to-Consumer (B2C) Commerce: Use of electronic interactions 
to conduct business with consumers. B2C may include formal 
relationships and ad hoc relationships (formed in real time to enable a 
new user to buy, sell or access information). 
 
Cash Flow: Earnings before depreciation less: net financial items, 
excluding exchange rate differences, tax paid, change in working 
capital, and net investments in fixed assets. 
                                                        
13 Gartner Group, 1999 
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Cornerstones: are the eight elements that composed the Business 
Platform. These are: the Idea, the Product, the Market, the Expertise, the 
Customer relations, the Motivation, the Organizational Development 
and the Other firm relations.  
 
Dot com company: A company that uses the web as a sole outlet for its 
products and services. 
 
Electronic Business (e-Business): e-Business is the use of Internet in 
order to increase the performance of business processes and business 
relations, or otherwise improve competitiveness. 
 
Electronic Commerce (e-Commerce): Conducting business online. This 
can include buying and selling products with digital cash and via 
Electronic Data Interchange (EDI). 
 
Electronic Data Interchange (EDI): the electronic exchange of trading 
documents (e.g. invoices and orders) to facilitate e-commerce. 
Originally conducted only through value-added networks, EDI is 
gradually moving to the Internet. 
 
Electronic Marketplace (e-Marketplace): A Web site that enables 
buyers to select from many suppliers. E-Marketplace – which focus on 
putting the buyer in control – are buying environments that integrate 
suppliers content and provide tools that enable a buyer to make an 
informed decision. 
 
Enterprise Resource Planning (ERP): A method of planning that 
comprises all business processes and covers all functions from contact 
with suppliers to maintenance of delivered products. 
 
Internet: A global communications network consisting of a large 
number of local networks that are linked together. 
 
New Economy: is a service economy in the information age. The New 
Economy can be characterized by converging telecommunications, 
computer technologies, multifocus, worldwide scale market and 
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omnipresent change. IT and Internet-related firms drive the new 
economy as manufacturing did the last, and agriculture the one before14. 
 
“Old” Economy: in opposition to the New Economy, the “Old” 
Economy will refer to the usual company, who produce and sell 
products and service, they can live without the net, this on can be a 
promotional or marketing support, but is not the key concept of their 
business. 
 
Stock option: consists in what the owners and employees will be able to 
exchange with Stocks, when the company will be introduce on the stock 
exchange. It also represents percentage of the new-created firm owns by 
a particular person.  
 
Viral Marketing15: can be assimilated to the “by word of mouth” effect 
as far as Web-sites are concerned. 
 
Web Site16: A collection of files accessed through a web address, 
covering a specific theme or subject, and managed by a particular 
person or organization. Its opening page is called home page. A web site 
resides on servers connected to the web network and provides content 
that is available to world-wide users 24 hours a day, seven days a week. 
Web sites typically use Hypertext Markup Language (HTML) to format 
and present information and to provide facilities for navigation within 
the site and around the web. 
 
 
 
 
 
 
 
 
 
 
 
 
 
                                                        
14 Walter Kiechel III, 1994 
15 Forrest and Mizerski, 1997 
16 Annual Report IFS, 1999 
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3 Two Successful Start-ups             
 
In this chapter I present my empirical findings. I have processed my 
interviews in order to follow the eight cornerstones of the Business 
Platform, which allows the reader to check immediately the points he is 
interested in.  
 
 
3.1  Case 1 – Kreatel17 
 
3.1.1 Company Presentation 
 
Kreatel was founded by two students from Linköping university. The 
firm was based in Linköping. The Business idea was to develop a 
telecommunication router, which allows to automatically orient the 
communication to the least costly communication operator. Later many 
products were develop and marketed, among others, the Phonix, the 
Dialix, the Matrix and the Toolbox. If the beginning of the product 
development was hesitating it became guided by the requirement 
specifications of one customer. Marketing was carried out under 
personal management, first nationally, then internationally. 
During its early stage of existence Kreatel faced an important lack of 
financial resources which slow down their development. 5 years after 
the founding, Kreatel employs 50 persons and turned over 53,6 mSKr 
(US$ 6,7 million) and deals with 60 key customers18. 
 
 
Inflow of Resources and Ability to utilize resources 
 
Founded in 1995 by David Löwenbrand and På hl Melin, Kreatel 
emanates from the University of Linköping. After studies in computer 
and electrical engineering, the two entrepreneurs 1995 entered the SMIL 
Entrepeneurship Program. A business plan is created, and access to 
important business networks is enabled. However even if Kreatel was 
created in 1995, no activity was recorded before January 1996. Indeed 
the year 1995/1996 consisted in the writing of the business plan. 
                                                        
17 All the data provided in this case study come from: the interviews performed with David 
Löwenbrand (Founder of Kreatel), Kreatel’s Documents, Public reports and Web site. 
18 Kreatel Homepage 
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The main problem at the beginning of the company was the lack of 
money. This issue was the biggest limitation factor. At its founding, 
resources were almost nonexistent. From 1995 to 1997 the founders did 
not take any salary, however the employees were paid. 
According to the founders the growing process should have been 
definitely quicker, if they have had some investments from the 
beginning. The finished product should have been realized earlier, at 
least one year in advance. The situation nowadays in Sweden is 
completely different the venture capitals are more common and wide 
spread, than 5 years ago. Kreatel got his first main financial 
participation in 1997 thanks to Teknikbrostiftelsen, and entered in a 
friendly customer relationship the same year.  
 
In 1996, Kreatel establishes an office in Mjärdevi Science Park and 
participates in the Mjärdevi Pre-Incubator Program. Through this 
program, the young company is supported with management consulting, 
business networking etc. During this year, Kreatel starts developing its 
product ideas for call routing, in the meantime doing consultant work to 
earn revenues. Later on, the first bank loan and seed capital from 
Swedpark is admitted. Before all the money came from private loans of 
the two founders. 
During the 5 year the Kreatel’s structure was constantly evolving, more 
or less quickly. Indeed if at the beginning the evolution was quite slow, 
the founders managed to make evolved the structure, by employing new 
persons, adding knowledge and negotiating friendly agreement with 
customers and financial partners. 
 
The consultancy work was a top priority issue during the two year. 
Indeed during the early stage of the company the founders were able to 
earn some money by consultancy works. The main advantages were to 
be able to sell this kind of service immediately, according to the fact that 
no product was already finished, and the company was still needed new 
injection of money. These works allowed them to have some money, 
which permitted to keep running the activity. Consultancy is good for 
the workflow (Cash Flow). 
However both founders considered that the consultancy works slowed 
down the evolution of their company. When they were working on 
consultancy works, they were not working on their project. Initial 
investment should have simplified everything. 
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From the beginning of the company they did not have any problem for 
manufacturing the problem, indeed from the creation the founders 
decided to use subcontractor for all the manufacturing process.  
Since 1999 Kreatel, a number of different products were developed and 
marketed. But the first product, the Dialix, is still their driver, in terms 
of sales and profit. 
 
Kreatel company tries to constantly offer creative products and solutions 
in order to enhance their customer's Telecommunications environments. 
Kreatel’s guiding principle is to maximize benefit from the evolution of 
the telecommunications market. This was achieved through their 
advanced call routing technology, which is built on genuine competence 
in telecommunications, electronics and software development. Through 
their extensive cooperation with some of Europe’s most prestigious 
service providers, they managed to get not only further developed our 
technical abilities but also gathered valuable market knowledge as well 
as wide experience in large-scale manufacturing. In order to continue to 
be able to offer creative solutions in the future, much effort is now put 
into research and development. This gathered competence results in 
complete solutions, which not only offer state-of-the-art technology but 
also perfectly correspond to the customers’ needs. 
 
 
3.1.2 Idea Formulation & Clarification 
 
Both founders started the SMIL Entrepreneurship program, without any 
clear defined idea. However a vague idea appeared in the middle of this 
program. The Entrepreneurship program allowed them to create 
immediately the right network, and to know who will be able to help 
them in the near future. Their main business idea was to develop and 
market a system, which will automatically orient the phone 
communication to the cheapest telecommunication operator.  
 
This concept was developed during the first year of existence of Kreatel, 
which was use in order to define properly the Business Plan. From the 
beginning of the company the founders chose to use subcontractor for 
all the manufacturing process, in order to avoid all problems which can 
come from the production processes. At that time they also decided do 
not sale directly their products, but deal exclusively with some 
distributors or operators. 
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The concept of Kreatel is nowadays well defined and highly detail: 
 
“Being a successful service provider in today’s telecom market means 
being able to do more for less. This means offering high-quality services 
and excellent customer support and doing it at a minimum of cost. With 
focus on your flexibility, your need for reliability and your total costs, 
Kreatel makes sure that the routing system to which you entrust a good 
portion of your core business is just as competitive as you.” 
 
Indeed in today's Telecommunications Industry, telebrokers and 
callback operators find it increasingly expensive to maintain high 
service levels in providing true least costs for their end-user clients. The 
particular industry segment in question here is known as Least Cost 
Routing - LCR - offering clients phone bill reductions through the 
ability to automatically chose the least costly [phone call] route or 
carrier at any time. Traditionally this is arranged by installing a fairly 
simple external device (router) next to the telephone. This device then 
routes the phone call by means of pre-programmed prefix, etc. handling. 
The number of Telecommunications operators and carriers is today on 
the increase, not the least so because of European deregulation. This 
means more frequent price changes and updatings in the LCR system - 
something which the usual methods of having to reprogram local routers 
on site or using slow and inefficient DTMF techniques simply cannot 
handle. 
  
The solution - creating the next LCR generation - to the above dilemma 
lies in automated administration and updating by means of local routers 
equipped with modems that are connected to a central server (at the 
LCR Service Provider's site).  
 
Kreatel Communications AB has pioneered the development into this 
new LCR generation with its Phonix LCR system, the most advanced 
and complete solution available. Packed with superior features, 
PhonixTM represents a milestone in LCR development, drastically 
reducing time and costs for router administration and updating. With 
Phonix Kreatel can guarantee true least costs, from any array of 
alternative carriers, by time of day.  
By fast and automatic, remote downloading of routing tables as soon as 
a change has occurred, Phonix provides a significant competitive edge 
for network operators and LCR service providers (telebrokers and call-
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back operators), making Phonix the real answer to the very vital 
question: How to make money in the LCR market?  
 
 
3.1.3 Development of Finished Product 
 
The first product was completed at the end of the year 1997, two years 
after the creation of the company. Even if from the beginning the 
founders decided to use subcontractors for all the manufacturing 
process, the creation of the prototype was still their duty.  
 
From its conception their product was well adapted to the trend of the 
Market (Cf next Chapter 3.1.4 Definition of the Market). Indeed a 
Kreatel router is totally controlled by its software application, which can 
easily be changed using a remote update. This unrestricted 
programmability not only guarantees the adaptability of the router, it is 
also a future-proof solution, enabling regular change of router 
functionality as well as introduction of value-added services on a large 
scale. 
 
Telecommunications environment often demands much from technical 
equipment. Correspondingly, a routing system from Kreatel was 
designed to offer the highest degree of reliability. The word reliability 
summarizes well the benefits earned by an excellent level of error 
tolerance, automated, ISO 9000-certified manufacturing, a fast and 
secure update process, and by a comprehensive management system 
giving you total control over your installations. 
 
In Addition to that Kreatel delivers complete solutions, designed to pay 
attention to the router cost in light of its total life cycle. The router is 
part of a larger system – a system designed to make you more 
competitive:   
• Minimized costs of administration and on-site handling 
• Secure and efficient remote updates 
• Outstanding reliability, thus reduced need for support and maintenance 
• Early warning systems for incorrect routing 
• Quick response to customer needs 
 
In the middle of the year 1997 a new step was reached. Indeed the 
responsible of Kreatel managed to get an important customer contract. 
From this time they started to work closely together. This relationship 
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allowed to improve the progress of the company in terms of product 
development. They exactly knew which requirements the customer 
expected. 
 
In 1998, a huge market expansion takes off. Several prestigious tele 
operators and service providers all over Europe became among the 
customers, and Kreatel gained experience of large-scale manufacturing.  
 
Early this year, the project for developing Kreatelís second generation of 
management system, Netlook, was started, and the first release was 
made in May. Two additional products are introduced on the market: 
Dialix, a simpler router for residential use, and the Router Toolbox.  
This year Kreatel was very profitable, this situation gave some more 
possibilities to the company. By luck according to the fact that their past 
4 millions investment was completely run out. 
 
Since 1999 Kreatel, a number of different products were developed and 
marketed. But the first product, the Dialix, is still their driver, in terms 
of sales and profit. 
 
 
3.1.4 Definition of the Market 
 
The Market Knowledge was almost nonexistent since the creation of the 
company. The Business concept was defined without precise idea of the 
potentiality of profitability. No market survey was performed. The 
market definition was reduced to its strict minimum.  
Kreatel will not sell directly to private customers but to 
telecommunication operators. The competition level was also unknown.  
 
By luck In the middle of the year 1997 managed to established a quasi-
vital customer contract. By working closely together, this relationship 
allowed them to improve their market knowledge.  Indeed thanks to this 
relations they were able to consider which requirements customers 
expected.  
 
This customer relationship was a primordial, indeed from the creation 
Kreatel got absolutely no knowledge as far as Market and Marketing are 
concerned. No market studies have ever been performed, no external 
consultancy were used. Their definition of the market was extremely 
poor, almost non-existent. Kreatel has always been more technical 
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aware than market aware. This could have leaded the company several 
time into bankruptcy. Thus this relationship provided a better 
knowledge of the market they were dealing with. From this period 
Kreatel is well aware about the evolution of the Market. 
 
For instance during the past few months we have seen many examples 
of changes and re-structuring of the telecom Market. The drive towards 
convergence of the telecom, a datacom and media industry is becoming 
increasingly obvious. The most evident example is the biggest 
acquisition in the world so far, America on Line and Time Warner. 
Another example is the new company formed in a cooperation between 
Microsoft and Ericsson. Earlier we also saw the deal between MCI 
Worldcom and Sprint, which can be regarded as a move to control both 
the fixed and the mobile networks. The ultimate purpose is of course to 
position the companies for success in a world of broadband 
communication that allows for completely new services. 
 
Competition is stiff which has resulted in price erosion and it is 
becoming increasingly common that carriers and service providers offer 
telephony at flat rate. It is now difficult to attract customers with a low 
price only. For that reason most carriers and service providers are 
looking for new ways to compete. Value Added Services are in that 
respect very interesting. Many of these services can generate new 
revenues since it is possible to charge for the service itself as well as for 
the traffic it generates. 
 
The traditional telecom Market is in a state of dramatic change. The 
traditional players try very hard to win over customers by offering a 
more complete product range, i.e. fixed telephony, internet and in some 
cases even mobile telephony. However, even though the mobile 
telephony market has been deregulated longer than the fixed in many 
countries, we now see frustrated fixed network operators trying to find 
ways to offer mobile telephony to their customers with limited success. 
Apart from this they introduce new services that may be fairly simple to 
start with. Conference calls, forwarding and advice of charge are some 
examples. More sophisticated services including voice mail in the 
network, virtual private networks, integrated unified messaging 
solutions and information services come thereafter. 
 
We can also see a number of services on the mobile telephony side. 
Prepaid is somewhat of a killer application but even voice mail, SMS 
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and data transfer generate substantial revenues. Some of these are also 
available on the fixed side. The trouble is that many of them are a bit 
abstract and thus difficult to sell unless there is an intelligent device, like 
the mobile telephone, that goes with it. 
 
Another trend we see is that completely new players such as utilities, 
landlords and high street retailers are now offering telephony and 
internet services. Their objective is to offer as many services as possible 
to their customer base and it seems that plain old telephony is now 
something almost anyone can offer. Just around the corner we also 
know that broadband communication will open up new possibilities. 
And in that perspective no one knows who will become the dominant 
player. 
 
 
By consequences Kreatel adapted its strategy in order to fit with the 
situation of the Telecom Market describe above. Indeed Kreatel has 
identified the need for services to compete in tomorrow’s telecom 
market. The product concept we have is made to be flexible and future 
proof through software driven service gateways connected to a powerful 
management system. Most units that have been sold are used only for 
LCR (least cost routing) but there are a number of examples where 
various types of services have been added as well. The product concept 
also makes it possible to download new software that updates or 
replaces the entire functionality of the service gateways. 
 
The product range is now further strengthened through the introduction 
of three new products, all of which are run from the same management 
system as the previous products. Phonix ISDN is a service gateway 
primarily intended for LCR on the enterprise market, but even this 
product allows other services to be run alongside or instead of LCR. 
Dialix GSM is an add-on module for GSM telephones that makes it 
possible to introduce LCR for mobile telephony. Matrix is a service 
gateway intended to be a unified messaging platform for households 
with a wide range of services. The products are all released at the CeBit 
fair in Hannover and they are described more in detail under the product 
tab on this web page. 
 
 
We can also consider another trend in the Telecom Market. Indeed the 
de-regulation of the telecom market in all of Europe is drastically 
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influencing the behavior of all of us. Due to the massive marketing that 
is going on we get an overflow of information about what the 
telecommunications network can do for us and how much we can save. 
Even though companies and households can and will benefit from the 
increased competition it may be difficult for each and everyone to 
decide upon whom they should use as their operator. The traditional 
PTT feels like safe choice but the new operators can often offer a lower 
price. As yet another alternative we also begin to see telecom brokers 
popping up with offers to provide the lowest tariffs for all calls. That 
sounds awfully hard to beat! 
 
In the struggle to compete for customers we now see a variety of 
marketing methods. Subscriptions are sold through a wide range of sales 
channels. Bookstores, gas stations, hardware stores, TV shop, direct 
mail campaigns, advertisements in newspapers and magazines and even 
knocking on doors have been used. The main message has been that 
there is money to be saved by selecting the right operator. Price is the 
main sales argument right now, but that will change. 
 
The battle for pre selection puts extra emphasis on the marketing efforts 
since many operators see it as the best way (or only chance) to tie up 
customers to them. Some subscribers will undoubtedly select new 
operators this way. But for how long will the pre selection customers be 
loyal to their operator? There are still ways to choose another operator 
by using a prefix, a router or by changing to a new pre selected operator. 
 
It is very likely that subscribers will apply a new behavior since the 
marketing that will continue to hit us will give us new information all 
the time. The subscribers will become increasingly aware of their choice 
and of the pros and cons with the various operators. Even if they decide 
to have a new pre selected operator now they may also have others “on 
the side” to get what they consider is the best mix. That mix will depend 
on price, quality and availability but also on the services the operator 
can offer. In fact, it is likely that the price levels will become similar 
between operators and that the services therefore will become important. 
Loyalty will from now on not be as obvious as it once was. 
 
So how will the telecom actors position themselves now and what 
strategies will they use? To become a pre selected operator will make 
inroads as it is introduced in a given country and it may be the main 
strategy for operators. However, there is a fee for changing from one pre 
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selected operator to another and some customers will hesitate to leave a 
safe bet all together. That means that some will also base their strategy 
on routers. To make this strategy winning it is likely that means that 
some will also base their strategy on routers. To make this strategy 
winning it is likely that there will be new demands on the routers. 
Various types of services will be implemented in the routers to make 
them attractive to the end users and thereby it will be easier to attract 
and maintain customers. 
 
Brokers are even more likely to use a router strategy for several reasons. 
Some brokers will not have their own switch or their own prefix. For 
them, pre selection is not an option. Furthermore they want to make the 
differences between operators invisible to the end user. A way to do that 
is to implement services in the router and thereby short-circuit services 
in the operator’s switch. 
 
All in all, this means that we will see a growing market in which pre 
selection will take a share and the router market will continue to grow. 
The need for simple routers will however decrease. More versatile 
routers in which flexibility and services can be introduced can, and will, 
be powerful tools for the operators to get and maintain customers. 
 
Therefore the strategy defined by Kreatel was in good coherence with 
the evolution of the market. Indeed Kreatel has made substantial inroads 
in many European countries during the part of year based on a product 
concept that gives the operators good possibilities to realize a strong 
router strategy. A main reason for the success has been the flexibility 
and quality of the systems we deliver. Our solutions work in all 
countries where they have been installed and that is not common with 
type of product! 
 
Kreatel will continue in the same direction during the coming year. We 
will continue to strengthen our market presence in Europe and widen the 
product portfolio. The goal is to be firmly established in all European 
countries before next summer. To realize this we have decided to 
strengthen us financially through a new share issue of SEK 10 million. 
 
 
 
 
 



Successful Start-ups & Keys Success Factors: A study of the Fast Growing Firms 

 31

3.1.5 Organizational development 
 
“First we shape our structures and afterwards they shape us19”  
 
At the beginning the location of the company consisted in the student 
rooms of the two founders. However Kreatel is nowadays located in 
Mjärdevi Science Park near Linköping University. Mjärdevi is the high-
tech center in the heart of one of Sweden's most expansive regions, the 
Linköping region. About 150 companies employing 4,000 people are 
located here, which makes Mjärdevi the largest Technology Park in 
northern Europe. The majority of the companies in Mjärdevi work in 
international markets in worldclass high-tech fields such as sensor 
technology, signal and image processing, software technology, 
electronics and telecommunications. 
 
In 1996, 4 persons were employed part-time, all of them were still 
student from Linköping University. This lasted during two years, then 
when graduated they became full-time employees, after the Venture 
Capital in the middle of 1997. In 1997  Kreatel employed 6 persons. 
 
In 1998, a huge market expansion takes off. Several prestigious tele 
operators and service providers all over Europe are among the 
customers, and Kreatel gains experience of large-scale manufacturing. 
However from the beginning of the company they did not have any 
problem for manufacturing the products, indeed from the creation the 
founders decided to use subcontractor for all the manufacturing process. 
Therefore Kreatel founders have never had to face any production 
department. 
 
Early this year, the project for developing Kreatelís second generation of 
management system, Netlook, is started, and the first release is made in 
May. Two additional products are introduced on the market: Dialix, a 
simpler router for residential use, and the Router Toolbox. This year 
Kreatel was very profitable, this situation gave some more possibilities 
to the company. 
 
Thus in 1998, the company goes through major organizational change. 
A new managing director from Ericsson, Lars-Erik Nordell is hired and 
                                                        
19 Winston Churchill  
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the business is structured in a new flexible organization. This person 
added some new competencies and gave the possibility to reach a new 
stage. His personal knowledge was important, he was able to sell a 
complex product, but also his networks, which allowed to hire some 
new persons with the exact competencies needed. In january 98 the 
number of employees reached 12. In the end of 1998, the number of 
employees has increased to 17, and turnover during the year amounts to 
22 million Swedish crowns. Further product development is made and 
the goal to get listed on the stock exchange is set. 
 
However the year 98 was a crucial year. Indeed Kreatel was obliged to 
perform some compulsory works in order to improve their products. 
They almost spent all the year fixing bugs and software problems. But 
this new situation allowed them to keep going their business on a new 
healthy basis. 
 
The founders also encountered some problems inside the organization. 
Indeed from the beginning the organization structure was completely 
informal, the founders were on an equal footing with all the other 
employees. However this organization which was at the beginning 
considered to be efficient and friendly, turn out to be highly problematic 
when the company grew up. Indeed it was difficult to switch back to a 
more hierarchical structure. The founders of a company, which is 
growing fastly, need to delegate, however delegation means control and 
by the same way a reestablishment of the hierarchical position. 
Therefore some conflicts appeared at that time between the employees. 
 
Nowadays Kreatel employs 50 persons and turned over 53,6 mSKr (US$ 
6,7 million) and deals with 60 key customers. 
 
However the founders of Kreatel consider that they will act differently if 
they were starting now their company. Employing part-time some 
students was not a good solution, according to the fact that these kinds 
of workers are not committed. They are working for the money, not for 
the company goals. Kreatel was for them their a pocket-money provider 
not a motivating objective. 
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3.1.6 Core Group Expertise 
 
The two founders of Kreatel David Löwenbrand and På hl Melin 
emanates from the University of Linköping. After studies in computer 
and electrical engineering, the two entrepreneurs 1995 entered the SMIL 
Entrepeneurship Program.  
 
As their background study show us that their expertise was highly focus 
on the technical and engineering parts. If their expertise was high in 
these fields, some others like Marketing or Finance. By consequences 
the Market Knowledge was weak and the team was not really access on 
the financial development. 
 
Therefore these gaps were not immediately filled. However the situation 
changed completely from one extremity to another one during the year 
1998. Indeed this year the company got a miraculous customer contract 
which provided them a better understanding of the market level and its 
evolution.  
 
In addition to that the financial agreement allow them to increase the 
expertise level of Kreatel in all the different field, by hiring new 
employees. For instance a new managing director from Ericsson, joined 
the company. His high value knowledge appears now as a salvation 
choice for the company. He not only brings his own competencies but 
also an efficient network.  
 
With 50 persons employed, Kreatel appears to have reached the high 
level of expertise, all fields are now well covered. 
 
 
3.1.7 Prime Mover & Commitment 
 
Both founders got some parental environmental influences. Indeed their 
fathers are both entrepreneurs themselves. Both partners wanted to start 
their own business, to create the structure they wanted to work in. 
 
It also appears that the founders got the intense desire to not work in a 
pre-defined structure, they wanted to create the structure they will work 
in. therefore the only possibility to fulfill this was the creation of its own 
company. 
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The founders consider that the limited financial resources acted as an 
additional catalyst for their own motivation, they needed to success if 
they wanted some return on their personal investments. Even if the 
financial attraction is not the only motive, it counts for a lot, as it shows 
to everybody and yourself the result of the work done. “Completed your 
finished product is good but reaching a high turnover speak more to the 
others”. 
 
All the more so the fact that they were just graduated, in normal 
circumstances they should have started to work for a company, to have a 
salary as all their class mates. By starting their own company by 
consequences they got the desire to success as well as their former 
classroom mates, or to better succeed. 
 
 
3.1.8 Customer Relations 
 
In the middle of the year 1997 a new step was reached. Indeed the 
responsible of Kreatel managed to get an important customer contract. 
From this time they started to work closely together. This relationship 
allowed to improve the progress of the company in terms of product 
development. They exactly knew which requirements the customer 
expected. The help consisted to a promise of ordering a certain amount 
of their product if Kreatel should succeeded to manufacture their 
product. They also defined some compulsory steps and precise 
deadlines. Therefore the customer created some kind of guidelines for 
Kreatel. On the other hand the customer was sure to have a product with 
specifications they needed. 
 
Thanks to this relationship the Credibility of Kreatel increased, therefore 
from this step the new contacts with other customers were facilitated. 
“To have this providential first customers allows us to surf on the 
customers relationship as snowballing effect”. “I still not believe how 
much it change the whole situation of the company, it bring us in several 
months what we were looking for almost three years” 
 
In order to expand the selling opportunities Kreatel started to deal 
internationally. The first countries considered were the limitroph ones, 
easier to contact and more similar to the situation they already known in 
Sweden. Nowadays Kreatel want to be more and more internationalize. 
They are seeking for some Telecommunication distributors in some 
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countries they want to enter in, like France, Spain and Italy. However 
the situation will not be so easy according to the fact that these markets 
are already almost saturated. 
 
However Kreatel still get some competitive advantages for the potential 
customer: Kreatel is not only be able to offer to customers a superior 
product with an unmatched service capability – they want also to be in a 
position to promise true least costs for their present and future clients. 
 
“Your costs will be reduced. That's Kreatel's promise! Phonix and 
Kreatel Communications AB can make you more competitive whilst 
saving money!” 
 
 
3.1.9 Other Firms Relations 
 
1997 was the break-through-year for Kreatel. A major agreement with 
the Telebroker Netnet was established in May, and the first Phonix call 
routers are delivered in series in December.  
 
Seeing the potential, Teknikbrostiftelsen provides Kreatel with venture 
capital. Kreatel becomes a stock company and establishes a professional 
board. The board provide a more professional image for Kreatel. It 
added to the credibility of the company. Therefore the customers were 
immediately more confident in the company. This customer relationship 
did not only provide to Kreatel a better knowledge in the market they 
were dealing with, but also bring them the opportunity to get a capital 
injection they were looking for a long time. 
 
This year Kreatel received the “Rookie Company of the year” award in 
the Linköping region. The venture capital invested in April 4 millions in 
Kreatel, when no banking establishment wanted to help them. This 
contract was friendly: the only risk for the founders was to lose their 
company if they turned into bankruptcy. 
 
In 1999 Kreatel was able to pay back the 4 millions investment 
contracted in 1997. The year 1998 was a decisive one, indeed Kreatel 
completely run out their 4 millions investment, but this year was one of 
the most profitable for Kreatel which reached a turnover of 22 mSKr. 
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Now Kreatel is looking for its introducing on the Stockholm Stock 
Exchange. Being quoted means for the founders another improvement in 
their next potential relationships with other firms. They will have no 
more need to show the capability of their company, being on the Stock 
Exchange is the final step of evolution of the credibility of your 
company.  
Therefore from now they will be able to start negotiating immediately 
with the new customers or financial establishments on their business 
objectives instead of presenting their results of the past. 
 
 
 
3.2  Case 2 – Industrial and Financial Systems AB : IFS20 
 
3.2.1 Company Presentation 
 
IFS was founded in 1983 by Bengt Nilsson and Manni Svensson. The 
founders were two students from Gothenburg University. From the 
beginning they were highly convinced of the potential of their idea. 
Therefore they invested their own money in the company, and started to 
look for new members sharing their same motivation and determination 
in order to become quickly efficient.   
Oracle´s development tools and relational data base were selected as the 
development tools and technical platform for IFS software. During its 
first years of operations IFS built up specific expertise in relational 
database technology and linked this with the knowledge of preventive 
maintenance which it had acquired in connection with assignments in 
the nuclear power industry. This resulted in the development of IFS 
Maintenance, the first software product of IFS, which was launched in 
1986. 
 
Industrial & Financial Systems, IFS AB, develops and supplies business 
applications that span the entire demand and supply chain. The IFS 
business concept is to increase its customers' freedom of action. IFS 
uses proven, entirely component-based technology that makes it easy to 
add new e-business or ERP functionality and to integrate the solutions 
with other information systems. 
                                                        
20 All the data provided in this case study come from: the interviews performed with Ulf Annas, IFS’s 
Documents, Public reports and Web site. 
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IFS Applications offers over 50 web-based business applications 
components for improving business processes in medium-to-large-size 
companies. These include web storefronts, customer relationship 
management, and a number of components for business transactions 
over the Internet. 
IFS, with headquarters in Linköping, Sweden, is the world's fastest-
growing company among the major vendors of business applications. 
The company has more than 3,400 employees and 3,000 customers. IFS 
products are sold in 41 countries through 63 offices around the world21. 
 
Inflow of resources and utilization of these resources 
 
From 1983 to 1987 the founders managed their business thanks to 
private investments. Most of all the persons of the core team – average 
20 persons – contracted some loans to Banking establishment in order to 
support the activity of the company. They also worked as consultant and 
developers. Indeed selling services always provides money, which can 
balance the financial situation of the other activities of the company. 
 
However during the late eighties the situation started to changed 
completely. Indeed IFS was the pioneer in the relational databases 
systems, the company was one of the only companies which get a 
deeper knowledge in Oracle system, ERP application and Unix 
development. Their first products were issued in 1986. This one was 
followed by a huge amount of other applications. 
  
Their profitability in the beginning of the nineties allows them to start 
their expansion, both in terms of product range, as in international 
presence. Their company got the financial amount neede to support the 
expected growth. 
 
Nowadays IFS, whose the headquarter is still located in Mjärdevi 
Science Park at Linköping (c.f. Kreatal’s location), employs 3226 
employees in 38 different countries. The company turnovers in 1999 
1,948mSKr (mUS$ 244) by dealing with several thousand customers on 
a world wide scale.  
IFS covers now with its wide spread product line all the different fields 
of business activities. 
 
                                                        
21 IFS Homepage 
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3.2.2 Idea Formulation & Clarification 
 
At the beginning the founders faced an unusual difficulty linked to the 
idea cornerstone. Indeed instead of looking for their concept, or defined 
idea, they suffered from the fact they had too many ideas they wanted to 
realize immediately.  
This choice was the first difficult part during the creation of their own 
business. At that time the founders were aware of the importance of the 
clarification of business idea from the beginning. Efficiency can only be 
reached by putting all one’s effort in well-defined goals and objectives. 
Finally they decided to develop relational databases with ERP systems, 
“to increased companies competitiveness and freedom of action using 
one standardized business system, based on leading technology.” 
Oracle´s development tools and relational data base were selected as the 
development tools and technical platform for IFS software. 
Today the founders consider that this kind of problems was not a real 
one because if firstly new-entrepreneurs must be focused on one and 
only idea, in order not to widespread their energy. Thanks to this 
situation they will be able to exploit later their other ideas, both in case 
of failure of their first attempt or if in contrary in order to expand their 
business in another direction. “This doubtful situation turned into a 
competitive advantage trough the time, It was like a knowledge 
reserve.”  
 
Later the founders in order to achieve sufficient economies of scale to 
sustained long-term profitability, then IFS started to prioritize growth. 
The IFS goal defined in the late eighties was to be among the six largest 
worldwide providers of enterprise applications within the next two to 
three years. Major investments will be made in R&D to ensure the high 
technological standard of the products. With incipient economies of 
scale in the major markets, IFS will be obliged to be highly focused on 
significantly improved profitability. 
 
In addition to that, recently by starting to provide e-business products 
and business applications based on advanced, component-based 
technology, IFS increases a company's freedom of action and, as a 
result, its ability to compete. IFS products and services allow companies 
to quickly and easily add e-business capabilities or business applications 
that span the entire demand and supply chain. IFS also maintains and 
operates customers' enterprise applications and e-business operations.  
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3.2.3 Development of Finished Product 
 
The main ideas at that time were that the founders thought that the 
relational databases and Unix utilization should be big in the near future. 
In addition to that the chance was that all the important already 
established companies did not. Therefore IFS got the free space needed 
in order to launch their business. Thus the new-entrepreneurs 
immediately bought the right of a similar pre-existing product of  a 
company located at Gothenburg. 
Their system was based on the development of the oracle system, that 
the founders considered to have a very high potential of future 
development. 
 
It is also interesting to notice that some others make different choices, 
for instance Intentia, which deal with exactly the same kind of products, 
based their product on the IBM AS/400 system instead of the Oracle 
one. Today the founders express the fact that they have no regret 
because both of companies with a different first choice are successful. 
 
 
During its first years of operations IFS built up specific expertise in 
relational database technology and linked this with the knowledge of 
preventive maintenance which it had acquired in connection with 
assignments in the nuclear power industry. This resulted in the 
development of IFS Maintenance, the first software product of IFS, 
which was launched in 1986. 
Then IFS entered in an important R&D phase, almost every year a new 
product was issued: 

- In 1990 IFS Applications were complete.  
- During 1993, IFS´ first product with graphical user interface 

for Windows was introduced. 
- In 1994 IFS began a development project to transfer IFS 

Applications to object-oriented technology. 
- In 1996 IFS Maintenance was the first application using 

object-oriented technology to be installed at a customer site. 
- In 1997 Web clients for IFS Applications were launched. IFS 

Applications was available for use with the Windows NT 
operating system. IFS Applications ´98 was launched during 
the summer in its entirety in object-oriented technology.  
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- In 1998 IFS launched Applications 99 globally, offering 
significantly more functionality than earlier versions. 

- In 1999 the market launch of IFS Applications 2000 
worldwide was carried out in September. More than 500,000 
hours of development time was invested in the third generation 
of IFS’ component-based business system. The operative 
system, Linux, has now been added to the other platforms 
used, NT and Unix. During the fourth quarter, IFS 
Applications 2000B was finalized, an extra release focusing 
especially on web storefronts, portals, and mobile Internet 
functions. 

 
 
This accumulation of product creation, the R&D orientation and the 
constant innovation, which must lead the company to the profitability, 
are well representative of IT companies and start-ups of the new 
economy.  
 
Nowadays the range of product is very large and can cover all kind of 
business activities from Industrial one up to e-businesses. 
However even if this amount of product seems to show that the product 
development was easy, in fact all this development cost a huge amount 
of hours and money. The investments in R&D put IFS from its 
beginning up to 1990 in a critical financial situation. 
 
Figure 1          
 
 
 
 
 
 
 
 
 
 
 
 
 
IFS Range Products 
Source: IFS Annual Report 1999 

IFS Financials 
 

IFS Human Resources 
 

IFS Maintenance 
 

IFS Engineering
 

IFS Manufacturing 
 

Generally applicable 
modules 
 

IFS eBusiness 
 

IFS Front Office
 

IFS Distribution
 



Successful Start-ups & Keys Success Factors: A study of the Fast Growing Firms 

 41

 
The primary aim of IFS product development was to develop our 
business application suite to function as a complete IT solution for 
medium- to large-size companies.  
Moreover, flexibility based on a thoroughly applied component 
architecture is an important part of the strategy. This flexibility also 
enables parts of the IFS solution to be delivered as complements to other 
business software solutions or even as independent niche solutions. The 
component architecture of the system is also intended to enable 
incremental implementation and operation of the system. This makes it 
easy for existing customers to add those parts of the solution that were 
not included in the original installation. 
In IFS product development, the aim was and still is to offer customers 
the right functionality with the simplest possible solution. 
 
 
 
3.2.4 Definition of the Market 
 
From its creation IFS managed to keep, thanks to the high level of 
expertise of its employees, an excellent fit with the different trends of 
the market. The customers’ relationships were helpful too for testing the 
requirement of particular specificity that the team development should 
have missed. 
 
In the IT business the main step consists to be able to anticipate the 
market. However in order to be competitive the issue is no more to be 
competitive but to remain competitive. Indeed the problem with this 
kind of business is that even if IFS is efficient today nobody know what 
can happen tomorrow. From the beginning IFS has good capabilities to 
assess the characteristics of the market, but IFS can always miss a 
radical change, which are called paradigm shift, like IBM which almost 
missed the internet revolution. In fact it was almost the same for IFS. 
“The e-business evolution was so quick, too quick, one year of evolution 
in e-business is equivalent to 3 or 4 years of evolution in ERP”. IFS was 
obliged to quickly adapt itself. The company managed to cope with this 
huge change, however in the future another change can happen like that 
and completely ruin the whole company.  
For instance SSA, Number 7 on the worldwide scale, will probably turn 
this month into bankruptcy. Whatever the size, the knowledge and the 
financial resources accumulated, wrong choices in IT companies can 
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have disaster results, or can cause dramatic costs for the company. “We 
can’t relax, we need to follow every sign, every signal, a wrong 
assessment, and you will be not there tomorrow”. Whatever its size and 
its financial resources IFS is still not completely secure, by simply being 
a company of the new generation: of the new economy. However IFS 
will have more possibility to react thanks to its knowledge, past 
experience, but nobody knows what can happen. In fact the problem 
consists in the big investment made in R&D, more than 15% of the 
resources which involve an important amount of the profit made every 
year by IFS. “Painful but Compulsory”. 
 
 
i You must draw a business plan without any doubt inside. An IT plan 
will not ask for a 1 or 2 year projection, everything in this sector can 
evolve so quickly, that all the forecasting are more or less useless. Even 
the Business Angels and others Venture Capital have no certainty about 
the near future. Therefore instead of a long term planning an IT business 
plan will require a good presentation of its concept: to show the 
economic potentiality. 
 
In 1999, while the market as a whole has been characterized by 
significantly reduced growth, IFS continued to grow faster than its 
competitors. IFS has been the fastest-growing vendor of enterprise 
applications for the past two years. IFS’ growth can be attributed to the 
fact that its applications are differentiated in the market, primarily 
because of its more advanced component-based architecture and strong 
support for the front office and the e-commerce. Between 1998 and 
1999, IFS revenue grew by 57%, whereas none of its competitors 
reached more than 28% growth. In fact, many competitors saw a decline 
in revenue during the year. In terms of sales IFS is ranked 9th and in 
terms of license revenue 10. In both sides IFS got the biggest growth. In 
terms of absolute size, IFS ranks 9th. 
 
 
3.2.5 Organizational development 
 
“First we shape our structures and afterwards they shape us”22. The 
growth of the company was quite fast. Indeed if at the beginning in 1983 
                                                        
22 Winston Churchill  
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the company was formed by 5 persons – the founders. In 1985 the 
number of employees already reached 20 persons. This rapid 
development should have not be possible in a normal situation, indeed 
their limited resources should have not allow to employ so many 
persons. However their luck was to manage to bring into the company 
some other persons sharing the same vision and same goals. All the 20 
first employees were entrepreneurs in their heart. They joined the 
company without any certainty about the potential result of the new-
created company they joined. They even involved their private money 
by contracted loans to Private Banking establishments.  
“it was not a reasonable decision, it was completely crazy, but we were 
young, hopeful, without any attach or marital responsibilities….this 
contributed a lot in our personal risks taking”.  
 
Another step was reached when the company a structural reorganization 
was accomplished thanks to the arrival of a new CEO. In a very short 
period he conducted a complete restructuring which allow to IFS to start 
on new solid and durable basis. “A good CEO is one of the best key 
success factor that you can have…another prove that a good employee 
can only make progress the company” 
 
 
Their accumulated competence resided in the combined knowledge of 
their employees. They were convinced that good ideas, personal growth, 
and ambitions thrive in a flat organization. Employees work in small 
project groups, where flexibility and short decision-making processes 
are key principles.  
Their corporate culture and the way they worked were characterized by 
professionalism, commitment, and simplicity in all the actions they were 
involved in. 
 
Sales, implementation and support of IFS Applications were performed 
through an international organization of wholly owned and jointly 
owned companies, as well as through a network of distributors. 
 
International expansion began in 1991 with the establishment of 
subsidiaries in Norway and Finland, and one in Poland the following 
year. From this period IFS started to grow internationally, both by 
setting up subsidiaries or by acquiring others companies in the foreign 
countries considered. 
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In 1993 IFS Nordic operations were increased with the establishment of 
a subsidiary in Denmark. A subsidiary was established in Malaysia a 
year later to develop the Asian market. 
 
IFS' program in the North American market began in 1995 with the 
establishment of a subsidiary in Raleigh, North Carolina. Its first 
contracts were with American subsidiaries of some of IFS' Swedish 
customers. In 1995, as part of the program to develop the Asian market, 
IFS formed a joint venture, Versa Torron Sistekindo, with an Indonesian 
consulting company marketing IFS Applications in Indonesia.  
 
In 1996 IFS issued new shares to institutional investors in Sweden and 
the United Kingdom. The acquisition of Avalon was an important step 
in the internationalization of IFS since the company had an organization 
and customer base in the U.S. and a well-developed global distribution 
network. As Avalon and IFS had close co-operation during the years 
1988-1991, Avalon's employees were familiar with IFS' products. 
 
In January 1997, IFS established subsidiaries in the UK and in 
Germany. In March 1997, IFS reached an agreement with its partner in 
Turkey to form a jointly-owned company to serve the Turkish market. 
The new company began its operations during the summer of 1997. 
In April 1997, IFS acquired a 75 percent interest in the Danish software 
company Pro:Con. The head office is in Copenhagen, with a branch in 
Vejle. This has substantially strengthened IFS´ operations in Denmark. 
In May 1997 a Swedish software company, Softwind AB, was acquired. 
In October 1997, IFS acquired 50 % of the operations of Methodus 
Ltda. In Brazil. Methodus has sold IFS/Avalon´s products on the 
Brazilian market since 1995. In November 1997, IFS acquired 51 % of 
the French software company Eurinfo S.A. 
 
In 1998 IFS acquired the following: 
• 15% of the shares of partner company IQSOFT in Hungary (75 
employees) 
• Via its subsidiary IFS Brazil (50% owned), 60% of the shares of 
Menthor Technologies in Sao Paulo 
• 5% of the shares of IFS Argentina (8 employees) 
• The remaining 25% of the shares of IFS Applications Denmark A/S in 
exchange for 51% of the shares of Pro:Con A/S, subsidiary of IFS 
Applications Denmark A/S. The remaining 49% of the shares of 
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Pro:Con A/S were then sold to the company’s management and 
personnel. The sale brought a capital gain of SEK 15 M. Half of the sale 
proceeds has been cleared. The plan is to clear the remaining amount in 
the year 2001. 
• 100% of the shares of IDOK AB, Sweden (89 employees) 
• 100% of the shares of GSB GmbH (122 employees). Companies 
acquired in 1998 accounted for 5% of net revenue. 
 
In 1999 IFS acquired: 
• 73% of the shares in Exactium Ltd., Israel. The company specializes in 
the development and sale of “front-office software,” an area where 
products for product configuration and sales support are important 
components. Exactium is registered in Tel Aviv, while its main 
operations are conducted by the wholly owned subsidiary, Exactium 
Inc., in Atlanta, Georgia. The company has approximately 20 
employees. 
• In May, IFS acquired 51% of the shares of Brainware S.A., a Greek 
consulting company. The company has 39 employees. 
• IFS acquired 73% of the shares of Exactium Ltd., Israel, during the 
first quarter. The company specializes in the development and sales of 
software in the so-called Front Office field. Exactium’s principal 
operations are conducted in the U.S.  
• In August, a Special General Meeting approved the decision of the 
Board of Directors to carry out a new share issue of SEK 396 million 
during the period September 27–October 8, 1999.  
• In September 1999, IFS tendered an offer for all shares outstanding in 
EMS Inc., the American ERP systems supplier. As a result of the 
acquisition, IFS’ American operations increase from 230 to about 500 
employees, and representation in the US expands from four to 12 
offices, with good geographical coverage. EMS has a customer base of 
about 1,600 clients.  
• 33% of the shares in IFS Indonesia, in which IFS had previously 
owned 25% of the shares. The company has been a distributor of IFS 
products for four years and currently employs approximately 100 
consultants. Revenue for 1999 amounted to SEK 26 M. IFS Indonesia 
has been consolidated from January 1, 1999.  
• In November, IFS’ outsourcing company, @IFS, commenced 
production and had won seven new contracts by the end of the year. 
@IFS operates and maintains enterprise applications and e-business 
operations for customers.  
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To achieve sufficient economies of scale to sustain long-term 
profitability, IFS continues to prioritize growth. The IFS goal is to be 
among the six largest worldwide providers of enterprise applications 
within the next two to three years. Major investments will continue to be 
made in R&D to ensure the high technological standard of the products. 
With incipient economies of scale in the major markets, IFS will focus 
on significantly improved profitability. 
 
 
3.2.6 Core Group Expertise 
 
In a fast-growing organization like IFS, dissemination of knowledge and 
information is a prerequisite. For this reason, promoting knowledge 
transfer internally and externally is one of the top priority issues for 
new-created IT Companies. 
 
All the founders had a technological background. They were just 
graduated from their university. At that time the Universities of 
Linköping and Gothenburg started to develop new educational areas 
more focused on the new technology. This had given an advantage to 
the students who were following for the first time this kind of education. 
They were high skill, and got a better understanding than some persons, 
who were graduated several years before, with some more conventional 
topics. 
 
Therefore from 87 to 89 the company got a huge competitive advantage, 
it was perhaps the only ERP company with already an important 
experience in Unix development. This knowledge was a key success 
factor, which lead IFS to its first profitable year in 1990. 
 
The main issue was therefore not to manage to obtain the good expertise 
but to successfully keep inside the company its knowledge. “To let one 
of your core employees leaving the company is like loosing on of your 
most profitable and valuable assets”. Indeed if it is possible to replace 
the competence it will not be the case for recovering the experience 
acquired inside the company thanks to several year of work. On this 
particular subject IFS was particularly successful, indeed on the 20 first 
employees, all of them still in the company. 
The fact that IFS is the fastest growing company in their market means 
that IFS is constantly faced with new challenges. Their competent 
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personnel, combined with their field of business, make it easy for them 
to attract new employees. 
 
i In order to be successful, a new-created company must try by all 
means to attract persons with high skills and deeper knowledge. The 
main issue will be to create an environment composed of the most 
experimented guys and to manage to keep them inside the structure. 
Whatever the price it must cost! Give them options on the future, 
because you are a small company, you need to stay attractive for them 
too. These core workers are called the e-guys. 
 
 
IFS strategy was to choose from a combination of the best established 
development tools on the market and combine these to form a stable, 
advanced platform for their product development. In areas where 
standards have not emerged or which are strategically important, the 
platform was combined with proprietary or specially designed leading-
edge technology to obtain the required functionality. The principle 
reason for working in this manner is to continuously offer their 
customers’ added value by means of business applications based on the 
latest technology. Therefore IFS was and is still today investing 
extensive resources to develop the competence required to test and 
evaluate technology that will enable us to make the correct choices in 
this respect. 
This competence is becoming increasingly important as the speed of 
technological change and innovations increases. Their customers can be 
secure in the knowledge that IFS will lead them into the technology of 
the future.  
 
Although IFS product development is headquartered in Sweden, 
operations are spread over six countries in three continents. This is 
enabled by their component architecture, which allows them to carry out 
product development simultaneously in several countries. Their global 
reach gives them access to a wide selection of employees with different 
competence profiles in countries with different cost levels, all of which 
contribute to cost-effective product development. In addition, the 
mixture of competence, experience, and cultural backgrounds makes for 
a creative atmosphere among those working with product development. 
 
IFS also created a new University Collaboration Program. With 
demands on people’s knowledge and skills increasing relentlessly, 
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university education today finds itself facing a new set of conditions. 
Innovative forms of collaboration and exchange between business and 
tertiary education must evolve at a faster pace to meet this new situation. 
This applies especially to companies, universities and other institutions 
of higher education that want to keep up with developments within the 
dynamic IT sector.  
 
Access a global network of universities and other tertiary institutes: As 
more universities and other tertiary institutions join the program, direct 
exchanges between institutions and programs become possible. Besides 
the exchange of knowledge, there are increased opportunities to develop 
new multidisciplinary elements and courses, e.g. between the system, 
logic and user perspectives.  
 
With this program, IFS intends to further develop and strengthen the 
collaboration with universities around the globe. They believe that their 
fruitful contacts and joint projects with local universities will benefit 
from this long-term commitment. Being a genuine knowledge-based 
company, they have fully realized the need to invest in knowledge - they 
simply cannot afford ignorance. 
 
 
3.2.7 Prime Mover & Commitment 
 
Created its own company allows the new-entrepreneurs to test the ideas 
they have. “When you lead a company you can take the decision you 
want”. In addition to that one more time no one wanted to join a big 
company, to work in a pre-defined structure, we wanted to create the 
one we will work in (as the founder of Kreatel). All of them were 
animated by the same goal. They create a synergy effect, everybody was 
motivating and stimulating the others. 
 
The motivation came also from a common feeling share by the founders 
that something was happening at that time in Sweden. The founders of 
IFS consider that in 1983, everybody both in Linköping and Gothenburg 
Universities were dived into a “Start-up Atmosphere”. “Everybody was 
created its own start-up, we wanted to do it too”. 
Indeed at the same time both universities started to provide high skill 
education in different new educational programs in relation to several 
high potential business areas. They provided the knowledge needed for 
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starting a business. Nowadays these two cities remain two R&D pole in 
Sweden. 
 
 
3.2.8 Customer Relations 
 
During its early stage IFS got the possibility to work closely with some 
partners/customers. In exchange of helping us to understand the 
specifications requirements, IFS provided them an efficient solution, 
perfectly tailored to their situation for a reasonable cost, they would not 
have with another company. IFS was also lucky indeed these 
relationships were mainly based on friendly behaviors: “They believed 
in us, and one the other side we were helping them as much as we 
could” 
 
Their helps were determinants for the growth of IFS. A Company in its 
business relationships need to become popular. Indeed more popular 
you are easier will be the future customers’ relationships. According to 
the fact that the potential customers will start to contact you in order to 
buy you something instead of contacting them for selling your products. 
IFS was able to change completely its approach of the potential 
customers, the negotiations became more focus on the business and the 
products they wanted them to design, than proving its capability to 
achieve their expectations.  
 
However in addition to that they also faced some unexpected problems 
too. Indeed several customers refused to pay IFS for their works, 
considering that the level of the result they delivered was not good 
enough. Therefore several payment were delayed, which put the 
company into big troubles. 
 
At that time IFS’ founders were convinced that modern enterprise 
applications can continue to be developed by successively improving 
and enhancing customer benefits while making the applications easier to 
handle. IFS started seeking long-term customer relationships based on 
the following points:  

- A R&D aimed at offering new, improved modules and 
components based on incremental upgrades and add-ons. The 
customer does not need to upgrade the whole system every 
time a new version is introduced. 
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- A Business models and bonus systems that reward long-term 
involvement. 

- Regional offices close to the customer that offer full service 
and ongoing relationships. 

- A high degree of involvement by IFS in implementing and 
maintaining the system. 

 
Nowadays IFS customers include part of the most well-known 
companies on the worldwide scale as: Volvo, NEC, Akzo Nobel, 
Caterpillar, Saab, Nikon, Kimball, AlliedSignal, Ericsson, International 
Paper, Sundstrand Corporation and Rover. 
 
 
3.2.9 Other Firms Relations 
 
From 1983 to 1990 the financial situation was always tricky. Indeed the 
founders of IFS faced a huge number of financial problems: “we got 
during the 7 first year an awful cash flow, by looking today at our 
results I do not believe that we didn’t turned immediately into 
bankruptcy”. 
Their main problem consisted in the fact that the Banking 
establishments were really “afraid” by their results. Most of them 
preferred to shorten their support to IFS very quickly. Therefore the 
IFS’ founders were obliged to pass trough one Banking establishment to 
another one almost every year. Each time they were obliged to re-
negotiate the new terms of their loans and the financial support 
accorded. These new agreements were more and more difficult to reach, 
and the stress caused on the IFS’ employees was bigger and bigger each 
time. 
 
However they started to be profitable in 1990. This event arrived at the 
right time, no more establishment would have support them one more 
year. All the more so the fact that the interests of the loans were each 
time higher. 
 
Therefore the founders tried immediately to consolidate their financial 
basis, in order to prevent future similar problems. They started to try to 
maximize the profit and to have a better financial management too. 
Indeed the financial management was never easy, they always needed to 
balance between the costs of the development and the costs for the 
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growth of the company, and trying at the same time to be profitable, in 
order to comfort their financial supporters. 
 
 
Nowadays the company is a worldwide partner of Hewlett Packard, 
IBM, Digital Equipment, Oracle Corporation, Rational Rose, and 
Microsoft. 
 
Globalization and specialization as well as the broad scope of the 
Internet make collaboration with various partners essential. We plan to 
greatly increase our long-term collaboration with different types of 
partners. IFS, however, will continue to implement the majority of its 
installations partly or entirely with its own resources. The following are 
some of the key areas in which IFS will be increasing its level of 
collaboration with partners: 

- Industry partners: Suppliers of services and products aimed at 
specific industry segments. 

- Distributors: Representatives of IFS in geographic markets 
where our own presence is not yet established who provide 
marketing, sales, and implementation resources. 

- Internet consultants: IFS has an open and pragmatic approach 
to collaborating with Internet consultants. 

- Product partners: Suppliers of tools, infrastructure and 
hardware whose products, at least over the course of time, are 
often “competition-neutral”. 
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4 Some more empirical findings      
  
 
4.1.1 Presentation of a Virtual Company: MyNetCompany23 
 
“We are in the New Economy, starting a company tomorrow will be too 
late, starting today is perfect”.  
Most of the time the new-business company, which are internet-oriented 
have in common several characteristics. Talking about MyNetCompany 
can be similar as talking about an important number of e-business 
company which start recently. 
  
Before being founders of the new-created company they are first friends. 
They well know each other since the university. Being entrepreneurs 
together allow them to immediately deal inside the new company with 
people they trust completely. They know that this situation will give the 
possibility to avoid dramatic internal conflicts. 
  
Today they consider to have finally found the good idea, the concept 
that will succeed. Therefore after listening to so many successful stories 
on the radio, TV or in the newspapers, they think that it is high time for 
them to make a similar attempt. If the others managed to succeed, why 
they will not? 
 
Most of them are still students, they will be graduated soon, and they 
have a lot of free time and consider working for their company as a 
hobby. But all of them are deeply involved, they are dreaming about the 
possibility to really be successful. That this hobby will turn into their 
first work activity, the one which will provide their first salary or their 
first $ million.  
 
In addition to that they have no stress. Indeed if their company fail, they 
know that they are still students. They are not playing their career or 
their job, they have no family to support, they have a complete liberty of 
actions and they are free to join later a “normal work” if they want. 
 
Their knowledge is high, they are the net generation, and they use the 
computer since they are children. No adaptation period is needed. 
Starting an e-business do not put them into a unknown world. Most of 
                                                        
23 Own work 
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the time, they have follow the same education, but their specialization 
can differ, and bring by consequences additional knowledge to the 
company. 
 
However they are students, thus they get no financial capital. And do 
not want to involve their family too much, because the result of their 
work is uncertain. Therefore they believe in opportunities to contact 
Venture Capitals and Business Angels, in order to obtain the capital 
injection they need. That is the reason why they will spend a lot of time 
writing their Business Plan. Not because they do not have a clear 
clarification of their idea, but simply because they know that this 
Business Plan will be the only way to attract and decide the investors; to 
make them understand how high is the potential of their project. 
During all this period they will look after concrete tips which will allow 
them to improve their first decisions and to make their Business Plan 
better. The following paragraphs will try to summarize the main advises, 
which can be useful to take in consideration.  
 
 
4.1.2 E-business in the New Economy inflection point 
 
The most significant trend in the market for enterprise applications 
today and for the coming years is e-business. No industry will remain 
unaffected by the changes created by the explosive development of the 
Internet. All enterprises will be affected by e-business, whether they sell 
to consumers (so-called business-to-consumer, B2C) or to other 
enterprises (business-to-business, B2B). The traditional brick-and-
mortar companies will begin looking for the right technology, 
functionality and e-business strategy to compete with the more agile dot 
com companies. At the same time, new dot com companies will look for 
a vendor that can provide a complete e-business solution-one that spans 
the entire supply chain. E-business empowers enterprises to build 
stronger customer relationships, shorten lead times, increase knowledge 
transfer, and collaborate more intimately with suppliers and partners. In 
the short term, enterprises that act first will create a competitive 
advantage for them-selves and take the lead over their rivals. In the long 
term, the very survival of the enterprise hinges on how these 
developments are met24. 
 
                                                        
24  Laure Noualhat, 2000 



Successful Start-ups & Keys Success Factors: A study of the Fast Growing Firms 

 54

We have all had them. Those brilliant flashes of insight and inspiration 
we get in the shower, or driving down the road, or in the middle of a 
completely unrelated meeting. But how do you take those business 
concepts that make so much sense and seem so earth-shattering at the 
time from daydreams to incorporation?  
Do the old methods still apply? Putting your idea through rigorous 
examination early can save you from much heartache later on. Here in 
the MyNetCompany section, we will try to give some deeper insight and 
tips in order to help you to determine how to know if your business idea 
has what it takes, and how best to present it. 
 
 
4.1.3 Test your Concept & Tips for a better Business Plan 
  
Internet venture capitalists, especially those that focus on financing 
early-stage companies, get bombarded with proposals outlining business 
concepts at various stages of development. To give you an example, 
Draper Fisher Jurvetson25 consider about 12,000 business plans in any 
given year, and finance about 15. To deal with such volumes, Venture 
Capitals must be able to sift quickly through such concepts by 
determining the answers to some key questions. Internet and related 
entrepreneurs considering raising venture capital to finance their 
business would be well-served by asking similar questions of 
themselves and judging the quality of the answers they are able to 
provide before they start making the rounds.  
For Internet-related businesses, the set of relevant questions is more 
subtle than the standard questions on business concept validity. These 
questions seldom apply to traditional businesses but can be 
tremendously important when it comes to operating within the New 
Economy — they can make all the difference between a multibillion-
dollar concept and just another good idea. Below are seven questions to 
ask yourself before you start knocking on Venture Capital doors.  
 
Obviously, there are many variables, and on top of that, the Internet 
changes every day. It is as if business were a game of chess — 
competitive and rife with strategy — but with the added twist that at any 
moment, a new piece may redefine the plane of play. Suddenly, an 
incumbent business may find that the game has been redefined into a 
                                                        
25 Steve Jurvetson and Andreas Stavropoulos are directors of Draper Fisher Jurvetson, an early-stage 
VC firm. 
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third dimension, and they have few pieces on the new playing board. 
Think of your business strategy as an iterative game, but keep your mind 
open to restructuring the playing field, especially with business models 
that are possible only on the Web. Internet pioneers can grow in a 
protected space where the physical-world incumbents fear to tread.  
Here are the seven main steps in your evaluation approach: 
 
1. Does the business concept lead to positive, reinforcing network 

effects?26 Does the value of the product/service increase with higher 
use or distribution? If such positive network effects are present, a 
first-mover advantage coupled with decent execution and customer 
retention can translate into a tremendous barrier to entry for 
subsequent competitors.  

 
2. Does the idea scale with the growth of the Web? Transaction-

based pricing and variable pricing models allow for more upside than 
flat-rate27, one-time licensing deals.  

 
3. Are there innovative, Web-based marketing techniques that can 

be used to promote the concept? The special catalyst for Hotmail's 
growth was what we at Draper Fisher Jurvetson first named "viral 
marketing" (c.f. Chapter 3.3.7) — not because any traditional viruses 
are involved, but because of the pattern of rapid adoption through 
word-of-mouth networks. Every customer becomes an involuntary 
evangelist for the company, and by using the product they spread the 
marketing message to their friends. Viral marketing28 compounds the 
benefits of a first-mover advantage and it's something we eagerly 
look for when evaluating any consumer Internet startup.  

 
4. Will you adapt? Everything is changing quickly in our current 

economic milieu. Startups have the advantage of being nimble and 
being able to change business plans dramatically on a dime. In the 
Internet Age, a company's competitiveness depends on its velocity of 
thought and action29.  

 
 
                                                        
26 Arkebauer, 1985 
27 Jorge Martin-Luengo,1999 
28 Steve Jurvetson. SJ is a managing director of Draper Fisher Jurvetson. DFJ is a leader in startup 
venture capital, having invested in more than 150 high-tech companies and 45 Internet companies. 
29 Crainer, 1998 
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5. What are the barriers? Companies can grow more rapidly than 

ever before, but they can die from obsolescence just as suddenly. The 
critical difference is whether the company has built-in switching 
barriers for its customers and barriers to entry for its competitors. 
Rapid growth is of no value without customer retention. Whenever 
we consider an investment in an Internet startup, we strategize about 
customer switching barriers, and the impact of the inevitable arrival 
of competitive imitators. The Internet supports a whole ecology of 
business organisms, and the "fast follower" is a classic form.  

 
6. Are there personnel bottlenecks to scalability? Often the young 

Internet company finds that its growth is constrained by its ability to 
hire good people. This is why many of these companies try to 
engineer around people-intensive elements of their business, using 
such strategies as consulting and customization.  

 
7. Do you have a "market shrink" strategy? By lowering prices or 

offering free products, the new entrant can make it very painful for 
established companies with established distribution relationships to 
follow. Although the new market size may be smaller, the new 
entrant driven by Internet price efficiencies can gain significant share 
by restructuring the basis of competition. There may be less revenue 
in a free email market, but it's tough for Eudora and companies based 
on selling client software to follow Hotmail's lead30. 

 
Opportunity-rich and time-constrained venture capitalists do not have 
the time to wade though business plans anymore. In the Internet 
Economy, the right business plan for winning the favor of venture 
capitalists is not a business plan at all, but a great startup story. You will 
get the attention and, ultimately, the backing of venture capitalists 
through a believable, simple, eight-point story that both identifies your 
startup's strengths and explains how you will turn these strengths into 
the next multibillion-dollar Internet success story.  
 
To be sure, those 30-page tomes of predications and analysis called 
"business plans" are good for collecting your thoughts, testing your 
assumptions, and may have been the best tool for profiling your 
business in the Old Economy. But today, by the time they are written, 
                                                        
30 Marie Bordet and Nicolas Stiel, 2000 
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business plans are typically rendered obsolete by the lightning-fast 
changes of the Internet. Venture capitalists are more concerned about 
the existence of a vice president of engineering than of business models 
or spreadsheets.  
 
So although venture capitalist are flush with money they are eager to 
deploy, hundreds of business plans are declined weekly with no more 
attention than a form letter, while many startups with little more than a 
couple of second-generation Internet entrepreneurs and a few slides 
about a BIG market, are literally backed without one31. Venture 
capitalists today are now captivated by startups that that have the right 
stuff, as articulated to them by a story whose clarity and focus speak to a 
successful Internet business32. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
                                                        
31 Jorge Martin-Luengo,1999 
32 J. Neil Weintraut, 1999 
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Table 133          
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
                                                        
33 J.Neil Weintraut, 1999  

Some tips for your Business Plan 
 
Business: What the business is. The reason why customers will care whether your 
business exists, and why satisfying that care is a great business to create.  
Customer: The profile and potential number of customers, and the specific needs or 
market circumstances that prompted you to launch the business.  
Solution: The offering, the "secret idea" that will draw millions of customers, and the 
strategy that will get it to market quickly.  
Alternatives: Assessment of the difference in value proposition and the individual 
circumstances of every alternative to your business, including the customer doing nothing.  
Accomplishments: Business partnerships, first customers, and other head starts your 
company can claim.  
Entrepreneurs: Your role and relevant background.  
Company: Location, equity, board, founding date, contact information and so forth.  
Numbers: Key cash, staffing, customers, and product expectations over the next year.  
 

And also…. 
 
Do a detailed blueprint. 
Not only will it boost your effectiveness in capturing others' attention, but the process of 
creating a blueprint will itself hone your story.  
Check your conclusions.  
It is easy to synthesize numbers or assumptions that are wrong. Check your valuation 
approximations! A lot of sources of information are available on the net.  
Listen to feedback. 
One good test: If you have not changed your story after interacting with the fifth venture 
capitalist, you aren't listening.  
Do not wait!  
In the Internet Economy, no good idea goes unused for long. As evidenced by the 
simultaneous emergence of five vendors in the online pet-supply industry, odds are that 
when you had your idea, so did five or even 10 others. As a result, the time to start your 
startup is when you think of it. 
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4.1.4 Business Angels and Venture Capitals: the Money Rush 
 
By now you are ready to take that brilliant idea and turn it into a 
successful business, and that is when the “fun” — and the real work — 
begins. Dragging your feet at this point could allow one of your 
competitors to beat you to market, but you cannot sacrifice careful 
planning, development, and important partnerships for the sake of flat-
out speed.  
 
This section will help you focus on the raw materials that go into a 
successful Net company, from that first, crucial round of funding and 
your basic technology to unglamorous essentials such as lawyers, office 
space, and outsourcing. Making the best use of the options and time 
available is key. The future strength of your business is not only 
dependent on the quality of your idea, but also on how well you build on 
the opportunity.  
 
Building your Internet company is often referred to as walking up a 
flight of stairs, with each step representing an increase in the value of 
your company as you achieve certain goals. Angel financing typically 
acts as the first and second steps on that staircase.  
Angels are wealthy individuals who will write you a personal check, 
ranging anywhere from $20,000 to $1 million, to help finance your 
company. There are many flavors of angels, from the retired dentist 
hoping to impress his golfing buddies by getting in on the seed round of 
the next eBay to the former CEO who wants “to stay in the game” by 
helping startups grow.  
At some point you likely will raise money from a large venture capital 
firm, but it will not be the first financing you receive. Most Venture 
Capital firms today will not make investments less than $3 million to $5 
million. Yet virtually every Net company needs to raise a seed round of 
a few hundred thousand dollars to allow the founders to quit their day 
jobs, create the skeleton of the company, incorporate, build a prototype 
Website, file for necessary patents, and so on. Taking less initially lets 
you build the value of your company and lets you give less of it to the 
big Venture Capital fund when you eventually raise that $5 million 
round.  
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Six degrees34 
It is never too early to start looking for an angel investor. Individual 
angels will write checks as small as the company needs, sometimes in 
the thousands of dollars. Professional angel groups such as the Band and 
small early-stage funds can easily put together anything from $500,000 
to $1.5 million.  
 
To find angels, tell everyone you know and everyone you meet, from 
your mom to strangers on the street, what you are doing. That six 
degrees of separation saying is really true. You should not worry about 
giving your idea away as much as you should worry about not getting 
your funding fast enough — especially on the Internet. A good place for 
the totally uninitiated to start is to talk to anyone who deals with a lot of 
startups, such as lawyers, PR firms, accountants, and marketing 
consultants35.  
 
The best angels offer more than just money, however. You want your 
angel backers to provide money and sweat — making business 
development contacts, finding candidates for positions within the 
company, landing a good PR firm, helping with that first firing, or 
negotiating the six-figure license with Yahoo!. So much of the world 
operates on referral that you also want an angel who is well connected in 
your local tech community and is willing to pick up the phone on your 
behalf. If you find an angel with the right background, consider 
persuading him or her to take a more active role in the company. You 
may ask that he or she serve as a formal adviser or director of the 
company — even if it means cutting him or her a deal on that initial 
financing.  
 

Short and simple 

When pitching angels (and VCs!) remember your immediate goal: The 
purpose of your initial pitch, and your pitch document, is to get them to 
pick up the phone and schedule a more extensive conversation — not to 
get them to invest. Keep your business plans to yourself until they are 
explicitly requested. What you need first is a short marketing document 
that highlights the problem, your solution, how much money you stand 
to make, and why you're the team that is going to make it happen. 
                                                        
34 Ian Patrick Sobieski, 1998 
35 Arkebauer, 1985 
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Highlight the most intriguing aspects of your company (Unusually 
strong team? A killer patent position?) and avoid clouding your message 
with spurious detail. The size of the angel investment you can expect 
depends on who you are and where you are on the value staircase — are 
you still in graduate school and just have an idea, or are you the soon to 
be ex-director of marketing at a successful startup? Do you have a 
product? Do you have revenue? The answers to these question can affect 
the value of your company, but don't get hung up on negotiating price 
with angels. All serious angels know about the value staircase, and they 
know that eventually it will be appropriate for you to raise $5 million 
from a Venture Capital firm. So early financing rounds must be at a 
cheaper price.  
 
The range for an early-stage investment is almost always less than $10 
million, and a seed investment is often in the low single millions. It is 
reasonable to give an angel 20 percent of your company in the first 
round, but remember that these first initial investors will be diluted 
substantially in subsequent rounds. By the time of your Initial Public 
Offer (IPO), their stake may be only a few percentage points36.  
 
Special investor rights are commonplace in early stage deals and this is 
where getting a good lawyer pays off in spades. The key point, however, 
is to negotiate with your investors in a spirit of partnership. Just like 
your first employees are often quasi-founders, your first investors 
deserve a special place. Do not try to negotiate with an angel the way 
you would with a Venture Capital. Similarly, do not waste a lot of time 
with an angel who thinks his $50,000 is a Kleiner Perkins Caufield & 
Byers term sheet37.  
 
Smart angels are often less concerned with valuation and more 
interested in how the entrepreneur conducts himself or herself. Is she 
headstrong and strident or reasonable and flexible? Similarly, if your 
angel rubs you the wrong way during the negotiation, perhaps you 
should get a financial backer you relate to better. Remember that the 
tough times may be still to come. Once the angel writes you a check, 
you are married to him or her for the life of your venture.  
 
 
                                                        
36 Clotilde Warin, 1999 
37 Ian Patrick Sobieski is a managing member of the Band of Angels, a group that has placed more 
than $50 million in more than 100 Silicon Valley startups since 1995. 
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The Venture Capital meeting: 
 “You have been up most of the night polishing your PowerPoint 
presentation. Your mouth is dry. Your antiperspirant is kicking in. The 
venture capitalist enters the room. How should you break the ice? 
Relax!”38 
Presenting your business idea to a potential venture capital investor need 
not be a hair-raising experience. Remember, you've already passed the 
first hurdle by getting this meeting in the first place. This probably 
means that someone they know and trust referred you (always a good 
approach) or that your idea is intriguing and has captured their 
imagination on its own.  
Your challenge now is to work your way up the list of several prospects 
that nearly every good venture investor enjoys these days. Your 
presentation should be concise. Here are a few pointers to keep in mind 
during the fundraising process39.  
 
Understand your business 
What is the essence of the value proposition to the customer? How large 
is the target market? How fast is it growing? What are the business and 
profit models? Show that you have thought deeply about this business 
and have done your homework. Good investors will probe deeply. If a 
question stumps you, resist the temptation to fake it. Acknowledge the 
need to look into it further. Most investors prefer "learn-it-alls" to 
“know-it-alls”40.  
 
Distinguish yourself  
Describe how your experience and track record position you for success. 
Show your passion for the business. Demonstrate real commitment to 
the project through personal investment or the foreclosure of 
alternatives. If you have already quit your day job and invested your 
vacation money, say so. You should create the feeling that this is such a 
compelling opportunity that you have no option but to pursue it 
vigorously.  
 
                                                        
38 Bob Kagle, 1999 
39 Sanner, 1997 
40 Clotilde Warin, 1999 
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Make a connection 
Identify links to the prospective investor. Note any of the firm's past 
investments that are relevant to your company. Demonstrate a good fit 
and potential value creation with their portfolio companies.  
 
Be prudently open 
Being unnecessarily circumspect about your business can cast a pall 
over an otherwise good meeting. Trust, but verify. Ask the investor for a 
commitment to confidentiality, verbal is sufficient. Save sensitive 
details until you have developed comfort and sensed a genuine interest 
level. This can be a bit of a balancing act, but you will need to reveal 
enough to get a second meeting.  
 
Identify the risks  
One of my favourite questions is, "Let's suppose we are having coffee 
together two years from now, commiserating over the fact that this just 
didn't work. What might be the reason?"41 Great entrepreneurs almost 
always have a thoughtful answer or two. If you know where the 
minefields are, you can avoid them. Also, an honest assessment of the 
competition will build credibility.  
 
Foster competition42 
Orchestrating a successful financing is a bit of an art. Make sure that 
you approach at least a few potential investors in parallel. The 
comparisons between firms will be illuminating. Also, valuations are 
almost always highly subjective and a little competition is generally 
healthy for the process.  
 
Seek true partnership  
Remember you are buying even more than selling. Watch for signals 
from the investor that they will be a good partner: Do they listen well? 
Are they generally respectful? Do they seem to have an instinct to help? 
Are they generally enthusiastic and positive? Building a company is a 
daunting challenge and emotional support from your financial partner 
can be critical.  
Most importantly, be sure the investor passes the intangible but very 
important "gut check." Good chemistry and compatibility are important 
                                                        
41 Bernstein, 2000 
42 Bob Kagle is a founding general partner of Benchmark Capital. 
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ingredients in fostering and maintaining a strong and lengthy 
partnership.  
 
Check references 
There is no substitute for talking to entrepreneurs who have worked with 
this investor. Were they accessible and constructive under adversity? 
How did the investor's involvement directly affect the company's 
success or failure? Good venture partners make a difference. Equity in a 
startup is very dear. Make sure you will be getting your money's 
worth43. 
 
 
 
4.1.5 Partners’ Relationships 
 
To succeed in today's ultra-competitive, global, digital marketplace, you 
need to design and implement a multichannel strategy44 supported by a 
variety of types of partners. The partnerships you strike may be for 
market awareness, sales assistance, implementation, support, financial, 
or logistics services. And you'll undoubtedly weave in new partners and 
weed out old ones throughout your growth continuum. But it is 
important to begin looking for partnerships early in your company's 
development.  
 
The rationale for establishing partnerships at the early stages of your 
company's development is ultimately your bottom line: You could take 
two months, three months, or six months to do all your own market 
research, Website building, marketing, branding, and so on before you 
launch and begin generating some revenue. But if your business plan 
calls for revenue of $100,000 a month, delaying launch while you 
develop all the operations yourself will cost you dearly. Why would you 
lose this potential revenue when you can partner with experts to 
accelerate your time to market?  
 
Where do you start?  
Partnerships for dot-com startups fall into two general categories: those 
that help you gain rapid market awareness ("standing on the shoulders 
of giants"), and those that assist in actual operations — i.e., customer 
                                                        
43 Bob Kagle, 1999 
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service, implementation, logistics, shipping/ transportation, reselling, 
etc. The first step in determining the most appropriate partnerships is 
defining what your business needs now. Do you primarily need 
exposure and market cachet, or do you need specialized capabilities that 
augment — and further differentiate — your core offering?  
 
The best way to make this decision is to be very clear on what you want 
to provide to your customers. For example, if you are an online real 
estate services provider, is your competitive differentiator45 to be the 
most comprehensive source of photo-based nationwide listings, or do 
you also want to expand your Web offerings to include contact 
information for local real estate agents, mortgage lending services, and 
moving companies?  
Next, you need to understand how your customers want to buy your 
product or service. If you're a discount cosmetics supplier, you may be 
able to conduct all your business online, assuming you can generate 
credible market awareness through a partnership with Women.com, 
iVillage.com, or another female-focused portal. But if you are a provider 
of aftermarket auto equipment that sells to both consumers and auto 
supply stores, you will need to employ a variety of routes to market. 
You may be able to sell to consumers through your Website. But a 
telephone-sales campaign may be the best way to target local auto 
supply stores, while securing a contract with a national chain likely calls 
for a direct sales force.  
 
For the latter example, you may need to partner with a telemarketing 
organization to work the local stores, team with a Web integrator to 
design and manage your Website, and even align with an independent 
firm for direct sales until you have your own direct sales force in 
place46. 
 
 
4.1.6 How to recruit 
 
Once you have defined the areas in which you need help, you can begin 
to recruit partners. Start by asking for recommendations from your 
Venture Capital partner, as well as monitoring with whom your 
competition is partnering. Your partner choices will primarily come 
                                                        
45 Arkebauer, 1985 
46 Wendy Lea, 1999 
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from those companies that can round out your offering. The clearer you 
are with your own core value/competency, the easier it will be to find 
relevant partners. Going back to the online real estate example, if you 
serve the commercial market you may want to feature an in-office 
landscape artist, an executive limousine company and a "personal buyer 
service" on your site.  
 
Once you have set your sights on a partner prospect, you have to 
develop and deliver a mutually advantageous value proposition. This 
will define the business value you bring to your partner, your partner 
brings to you, and that you, together, will bring to the marketplace. The 
value proposition will include specifics on the objectives of the 
partnership, as well as its uniqueness or differentiator.  
 
Formalizing the contract  
Once you have sold your value proposition to a partner, formalize the 
agreement. Handshake arrangements can be dangerous for a startup. 
Whenever possible, contract initially for a level of exclusivity. This can 
be highly attractive for your partner as it ties you solely to them in the 
given space, and can be highly advantageous for you as it gives you 
more natural "skin in the game."  
To avoid diluting your brand or getting caught in an unsuccessful 
partnership, make sure you spell out the expectations of both 
organizations (revenue, responsibilities, etc.), and set the contract for a 
specific period of time. Entering into a committed, short-term 
"memorandum of understanding"47 will give you the opportunity to 
gauge the effectiveness of the partnership, evaluate its worth to you, and 
determine whether your company has grown past the point of needing 
this particular partner.  
 
Things to worry about 
While partnerships are a critical element of any startup's success, there 
are several risk factors you need to keep in mind. To avoid brand 
dilution, focus on a small number of partners for a pre-set length of 
time, and engage in your own focused incremental sales efforts. 
Moreover, you should review your company's status on a regular basis, 
say every two months. As your business will be constantly evolving, 
your partnering needs — versus your ability to go it alone — will be 
also be evolving, and so should your strategy. You will eventually 
                                                        
47 Wendy Lea is vice president of consulting services for OnTarget, a global consultancy. 
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outgrow certain partners, and so you must be ready to shift your strategy 
when necessary.  
 
Next, there is the question of cultural compatibility. This is highly 
important. If your MO is dramatically different than that of your partner, 
you risk sending the wrong messages to your target customers.  
 
Third, you must ink partnership agreements that contain highly detailed 
expectations. It is your business, and ultimately you are responsible for 
its success or failure. Thus, you must be particular in the wording and 
management of all your partnerships. You should build exit clauses into 
your partnering agreements, which can be unwinding agreements for 
lack of performance, or immediate termination clauses for blatant lack 
of compliance. Regardless of how harsh or softly they are stated, you 
need to have them for your safety.  
 
 
Expert People What's the key hire? 
It is very simple: “You cannot build a successful company without good 
people”48. After that, however, things get complicated — fast. Trying to 
decide who the first hire should be, how much you should pay them, and 
what a fair equity amount is are all issues that darken the rings under 
many an entrepreneur's eyes.  
In the People section, successful entrepreneurs address these questions, 
offering advice, and in one case — algorithms. Other topics include how 
to form a board, and what you can — and should — expect from an 
executive recruiter.  
  
At the core of any company is its people, and building an Internet 
company is no different. The hiring strategy and subsequent hires of the 
founders and senior management team will play a key role in dictating 
success. With technology becoming more and more of a commodity, the 
question is not "Can it be built?" The question is "Can the company 
execute on the vision?" The people who make up the company 
ultimately decide that.  
Generally, hiring rounds will directly follow funding rounds. Besides 
the obvious reason that the company can afford to take on salaries, with 
each additional round of funding, the company becomes more and more 
attractive to the risk-averse professional.  
                                                        
48 Davidsson, 1989 
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So, who is that first key hire? Even though technology is becoming 
more of a commodity, the first hire should be the system architect. Most 
Internet products and services can be broken down into a database layer, 
a business layer, and a presentation layer. At a high level, the database 
layer is where the information is stored, the presentation layer is the 
Web front end (including the user interface) and the business layer is the 
"brain" that connects the two. A company can outsource both the 
database and presentation layers from database companies such as 
Oracle and Web development firms such as USWeb/CKS49. But the 
system architect brings the business concept to life by creating the 
software that brings it all together.  
 
Technology and money 
In filling out the first round of hiring, the two things to focus on are 
technology and money. First, hire the software engineers, Web 
developers, product managers, network administrators, etc., to build the 
product or service. Nothing moves a company forward more than a live 
system. Next, hire a controller and CFO50. With limited resources, any 
startup should know its burn rate and cash position at all times. The 
company should also be prepared to raise money — as soon as the 
company closes one round of financing it should immediately be 
thinking about the next. Depending on resources, the company should 
also look to hire a corporate strategist, usually a former consultant, to 
focus on the business model. Another early hire is a senior marketing 
person to start defining the brand, setting the marketing strategy, and 
business development efforts.  
 
The second round of hiring should focus on filling out the marketing 
team, the customer support team, and the system operations team. The 
second round should also see the creation of a human resources 
function. After the second round of funding, the company will usually 
begin marketing programs. Therefore, it is time to hire the brand 
marketers, product marketers, direct marketers, partner marketers or 
whomever fits the marketing strategy. And if the company is marketing, 
that dictates the need for customer and system support.  
 
                                                        
49 Jeff Green, 1999 
50 Clotilde Warin, 1999 
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The third round of hiring will be in all areas of the company with some 
variation depending on the nature of the business. And, whether the 
company is private or public, it is time to begin the important investor 
relation functions. After this round of hiring, the company will hire on 
an as-needed basis based upon the success of the business.  
 
Talent search 
The next question is how a company attracts all the talent51. Hiring 
strategies vary, but there are some fundamental rules that continue to 
prove themselves successful. The first is do not be afraid of headhunters. 
In a day and age where rapid growth is critical for success, headhunters 
can jump-start52 your company. This is particularly true in hiring 
technical talent. Most software engineers are not out looking for jobs. 
Having a headhunter look into software engineers at an "older" company 
that develops similar technology is a sound strategy. For recruiting 
senior managers, there exist smaller, boutique firms that specialize in 
different industries and business functions. As a general rule, if you 
need key hires to build your product, sell your product or raise money 
for the company, an investment in a headhunter today could pay off big 
tomorrow53.  
 
After headhunters, the next place to look is your Rolodex or the Rolodex 
of your peers. Hiring people you know, or who have a strong reference 
you trust, greatly reduces the risk of a "mis-hire.54" Finally, do not wait 
for the candidate who fits your position description exactly. Very few 
people have real Internet experience and your company might be doing 
something that has not been done before. Hiring a smart person who is 
75 percent qualified is good enough and allows the company to keep 
building rather than waiting. In the Internet space, waiting for anything 
is a recipe for disaster.  
 
Internet companies looking to hire a team on the quick must first face 
some good news and some bad news. The good news: Money is more 
available than it ever has been. The bad news: Talent is in short supply 
and getting shorter. After proof of concept, three factors drive a 
successful startup today: funding and cash management, flawless 
                                                        
51 Laure Noualhat, 2000 
52 Clotilde Warin, 1999 
53 Jeff Green, 1998 
54 Jeff Green who holds an MBA from the Anderson School of Management at the University of 
California Los Angeles, is a co-founder of stamps.com. 



Successful Start-ups & Keys Success Factors: A study of the Fast Growing Firms 

 70

execution of the product or service launch, and human-capital 
management. And the first two completely depend on the third.  
Many factors, however, are contributing to the shortage of talent in the 
global marketplace and especially at the top echelons. These include the 
demographic dwindling of managers in the 35- to 44-year-old age 
group, the impending retirement of the baby boom generation of leaders, 
the explosion of new technology-based businesses, and the aftereffects 
of the downsizings of the 1980s and '90s55.  
 
Ironically, not many startups aggressively recruit from the start because 
it is not usually an area in which entrepreneurs are experts. An executive 
search firm can help you gauge future needs for senior management as 
well as present ones, and assist you in importing expertise in specific 
areas. If your hiring needs are extensive, a search firm can help you 
meet these goals in much less time than if you were to hunt for 
prospects yourself.  
 
A successful startup should be thinking beyond the founding partner or 
partners from the get-go, and once the company starts to grow, it should 
be armed with the management talent needed to take it to the next level. 
If you are going to bring in a marketing VP to manage a team of five 
people, be sure you hire someone capable of running a much larger shop 
of 50 to 100 people.  
 
Executive search firms can also help with hiring because we keep our 
eyes on many different markets and industries. Many founders of e-
business start-ups have deep expertise in say, the vagaries of online 
retailing, but lack brand-building knowledge. Since search firms cover 
so many industries, they can help an e-business find someone who 
might not have an e-commerce background, but who sports a flawless 
brand record.  
 
Fees for an executive search at a top-drawer firm average one-third of 
the candidate's anticipated first year's compensation (cash and equity), 
negotiated on a case-by-case basis, which creates a continuing incentive 
for shared success. 
 
 
                                                        
55 David B. Kixmiller is the managing partner of the international technology practice of Heidrick & 
Struggles, a global executive search firm. 
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4.1.7 Marketing & New-created firm  
 
Building a great online brand requires the same thinking and strategy as 
building any great brand. The crucial difference today is that brands are 
being created overnight, rather than over time. This time compression 
has put added pressure on startups to make good marketing decisions at 
the outset. Ideas and marketing philosophies established in the 
prelaunch56 period can make a huge difference to the eventual success or 
failure of a nascent enterprise.  
 
Despite the new delivery medium, or perhaps because of it, marketing 
must be a primary focus of any startup venture. Companies exist without 
shareholders and, due to the Internet, even without many employees. 
But no business — beer, bath towels, or bytes — exists without 
customers.  
 
First-round capital, whether from venture capitalists, investment banks, 
angels, or friends and family, is undoubtedly the most important capital 
a startup will ever raise. This money provides the first real fuel to ignite 
the business and get it running, and startups must now think clearly 
about how to put some of that money into marketing. If they use it right, 
future rounds, including an Initial Public Offering (IPO), will be much 
easier to attain. If they blow it and don't prove the business model (or at 
least demonstrate significant potential for a meaningful return) investors 
will treat them like plague-carriers and further capital will be difficult if 
not impossible to obtain57.  
 
The four horsemen58 
There are at least four key areas you should think about when launching 
your marketing efforts: 
 

1. Content development  
2. Design (Website, corporate identity)  
3. Public relations  
4. Consumer communications (advertising, direct marketing, 

promotion, event)59  
                                                        
56 Forrest and Mizerski, 1997 
57 Laure Noualhat, 2000 
58 Glen Rifkin and Ken Lambert, 1999 
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Content development: Nearly all Internet businesses depend on 
providing their customers with compelling content. It is the reason that 
people come to the site in the first place, stick on it long enough to 
trigger some sort of revenue-generating action, and come back again. It 
is the reason pornography and auction sites have been so popular. That 
is why startups should consider their content as an essential marketing 
tool. Content can be bought, borrowed, or created. Whatever the choice, 
it is expensive and a startup should assume it will spend at least 15 
percent of its initial capital on content creation and acquisition.  
 
Design: From the company logo to the Website itself, a skilled designer 
is required to create the "look." Design is a brand's calling card, thus its 
importance and value from a marketing perspective cannot be 
overestimated. Too many early-stage companies cut corners by 
employing amateur designers. Many startups make the mistake of using 
the CTO's girlfriend to develop the "look" — and usually it "looks" like 
hell. The design must reflect a company's core competencies and create 
a common theme for the various target audiences. Usually the design is 
a bastardization of brand equities. Get the design right from the 
beginning because it is very expensive to do it again — if you are lucky 
enough to have another chance. Figure on spending anywhere between 
$50,000 and $500,000 for a good initial design plan.  
 
Public relations (PR): The value of public relations early in the game 
cannot be overstated, and one of the earliest deals must be with a 
competent PR professional or firm. PR is used not so much to influence 
customers but rather to create a buzz about the company within the 
business community that will get it on the radar screens of investors or 
potential buyers. Companies such as Commerce One, Akamai, 
Sycamore Networks, and others have used PR effectively to assist in 
hugely successful IPOs in the past year60.  
If your first round of funding is at least $1 million, you should spend no 
less than a tenth of that on public relations and more like 20 percent 
because the Internet space is already more crowded than a Tokyo 
subway train at rush hour. Being heard above the incessant noise is 
crucial to building a brand quickly. Go with a small but established firm 
that has a proven track record. Find out quickly whether they share your 
                                                                                                                                                            
59  Sam Hill, 1999 
60 Glenn Rifkin is a business journalist and co-author with Sam Hill of Radical Marketing 
(HarperBusiness, 1999) 
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passion and want to become missionaries for your brand. Do not get 
suckered into a bait-and-switch routine: The principal makes the pitch to 
you and once you've signed up, turns over the account to a fresh-faced 
communications graduate.  
 
Consumer communications: Regardless of your Internet business 
model, marketing communications will play a critical part in 
determining whether the business is a success or failure. The task of 
identifying and memorably communicating brand equities is absolutely 
essential — and by far the most expensive. We believe you should 
spend up to 50 percent of your capital right here: on advertising, direct 
marketing, promotion, and events. It supports the PR theory stated 
above: You have to be heard above the noise. And when you watch the 
dot-com footrace to spend $2 million for a 30-second spot during the 
Super Bowl, you know that Internet startups get the message. They just 
may not know how to execute.  
 
Understanding the marketing mix is crucial. This is an area where an 
inexperienced company can really blow it. Does WidgetsRUs.com 
really need to advertise on the Super Bowl? Maybe, if it's planning an 
IPO soon. But a media plan that includes direct marketing to widget 
specifiers and buyers, a presence at business-to-business trade shows, 
and a deep, vertical print campaign with a strong promotional offer will 
sell a lot more widgets. Your advertising agency, however, may not 
agree — and for all the wrong reasons.  
Market research and focus groups may be fine for Procter & Gamble, 
but without deep pockets, there is little reason to bother paying for slick 
reports from high-priced consultants and identity firms. Startups must 
also remember the lessons of pre-Internet successes like Boston Beer, 
the maker of Samuel Adams beer. Use your team to poll friends, family, 
strangers, and the people next door to come up with company and 
product names. Jim Koch, Boston Beer's president, polled travelers in 
business class on airplanes when trying to name his new beer figuring 
that these people were in the exact demographic target market he aimed 
for61.  
 
At the same time, take advantage of what you can afford. Koch decided 
early on to use radio, the cheapest, most cost-effective medium, and any 
                                                        
61 Ken Lambert is a partner with Helios Consulting, a Niantic, Conn.-based marketing strategy 
consulting group, and co-author of the forthcoming book Jiu-Jitsu and the Secret Art of Internet 
Marketing. 
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Internet startups are following suit. In Boston, for example, high-tech 
startups such as Akamai, Inktomi, and dozens of others regularly 
promote themselves on the local National Public Radio station's 
morning news. For a pittance (less than $500), they are mentioned and 
promoted during drive-time Morning Edition, which is Boston's largest, 
most affluent radio audience.  
 
 
The Viral Marketing: How transform customers into sales force 
If the move online has proven one thing, it is the value of human 
attention. Faced with a seemingly infinite number of online choices, e-
businesses have quickly discovered that rising above the noise of a 
thousand Web sites requires creativity. Shouting is not very creative. 
Just hanging up your shingle and waiting is not very creative either. 
 
Rather, new companies must structure their businesses in new ways. 
One of the great opportunities of the Net-based world is what we at 
Draper Fisher Jurvetson have come to call "viral marketing," not 
because true viruses are involved but because good news-and bad-
replicates online with a speed only before seen in the biological world. 
 
Consider the case of Hotmail. In 1995, Sabeer Bhatia and Jack Smith 
founded the company on a bold new concept and product category-free, 
Web-based email62. 
 
Within 18 months, the service had signed up 12 million subscribers. 
That pace has not abated, and it now signs up more than 150,000 every 
day and is the largest Web-based email provider in the world. It has 
grown a subscriber base more quickly than any new company in history. 
It now boasts more than 34 million subscribers. Yet from product launch 
onward, Hotmail spent less than $500,000 on marketing, advertising, 
and promotion. Compare this to an estimated $20 million spent on 
advertising alone by Juno, Hotmail's closest competitor, with a fraction 
of the users 
 
 
 
 
 
                                                        
62 Steve Jurvetson, 1999 



Successful Start-ups & Keys Success Factors: A study of the Fast Growing Firms 

 75

 
4.1.8 Conclusion 
 
The limitations of space have long dictated the economics of exchange 
transactions. Buyers must be physically close to sellers for exchanges to 
be efficient. As sellers grew in size and buyers became geographically 
distant from sellers in the Industrial Economy, direct buyer-seller 
exchanges became impossible. This spatial separation gave rise to 
middlemen who facilitated exchanges between firms and customers. 
Intermediaries added value by providing spatial utility, assortment 
utility, and temporal utility to customers. They provided customers with 
the right products at the right place and at the right time. The value of 
intermediation63 derived from the geographical fragmentation of 
demand and the transportation costs of customers. 
In the Network Economy, the limitations of space no longer apply. 
Firms can reach their customers directly without regard to their physical 
location. In a world where everyone and everything is connected, the 
shortest distance between a customer and a firm is one mouse click. This 
"death of distance" is a defining feature of the New Economy. If the 
pundits are to be believed, middlemen would become the roadkill on the 
information superhighway. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
                                                        
63 Mohanbir Sawhney, is the Tribune Professor for Electronic Commerce and Technology at the 
Kellogg Graduate School of Management, Northwestern University. 
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5 Analysis and Future Extensions      
 
In this Chapter I will use the same structure as in the theoretical 
framework, which means that I will first review separately the eight 
cornerstones before reasoning on the apparent evolution among them. 
In this chapter I will discuss what was significant in the three cases 
presented above from a theoretical perspective.  
 
 
5.1  Review of the Situation 
 
5.1.1 Kreatel 
 
One of the main problem we can notice in the Kreatel’s case study 
consists in the fact that their slow development during their early stage 
affected a lot their Business. Indeed if at the beginning their idea was 
innovative, their slow development, by lacking financial supports, did 
not allow them to established their company as a leader in this business 
area. Therefore Kreatel lost opportunities to be currently in a better 
position. 
 
In addition to that, the market they deal with can be now considered in a 
saturation state: the offer is bigger than the demand. Therefore in this 
kind of situation, the company must rely on its former customers, which 
are not so numerous. Kreatel has only 60 customers. The competition is 
also higher and higher, each competitor nowadays is entering in a low 
price policy strategy in order to attract the customers. By consequences 
the profit margin is constantly decreasing, providing a lower amount of 
profit year after year. 
  
Finally future extensions, on a national or international point of view, 
will be highly costly in terms of price per share. More saturated the 
market is, harder the entry market will be. Therefore growing by 
expanding their market will not be so easy for them. 
 
However the future introduction of Kreatel on the Stockholm Stock 
Exchange will reinforce their position by bringing them some new 
opportunities. Indeed Kreatel will get another leverage before this 
introduction, this capital injection will allow them to develop some part 
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of their activities. In addition to that being quoted will bring them a 
better consideration on the market. 
 
The Kreatel’s case study shows us how much it is important to insure 
several cornerstones from the beginning. With a sufficient amount of 
financial support Kreatel should have been able to speed up their 
product development, and therefore to start entering the market earlier.  
On the other hand, their decision to externalize the production 
department by using outsourcing appeared to be high relevant decision. 
Thanks to this choice the founders, except as far as the prototype is 
concerned, have never faced any problem concerning this part of their 
organization.  
 
Most of the time, new-entrepreneurs with an engineering background 
often refused to admit their inefficiency in the other fields of their 
activities in which they got no deeper knowledge as Marketing, Finance 
and Negotiation. The two founders of Kreatel were clever to notice this 
lack of expertise and to act in order to fill it. This decision simply saved 
their business, and turned this one into a successful one. A huge number 
of start-ups should have turned into bankruptcy by staying on their 
position. 
 
 
5.1.2 IFS 
 
It is very likely that during the next few years IFS will manage to reach 
the goal they defined during the late eighties, which consisted to become 
the sixth biggest company in this business activity. Indeed nowadays 
IFS is ranked 9th, but realizes the most important growth both in terms 
of Licenses than sales revenues, while almost all the other company saw 
their results decreasing. 
 
IFS founders perfectly managed to keep all the key persons inside their 
company, indeed all the 20 employees, who started to work for IFS 
during the three first years after its creation, are still working for IFS 
nowadays. This point is particularly important according to the fact that 
new-generation company competitiveness is mainly based on the level 
of expertise they have. We can draw a parallel with the situation inside 
Consulting Companies where a high turnover of key employees highly 
decrease their internal knowledge and capabilities. 
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It is also interesting to notice the active approach to improve the 
potentiality of spin-offs from the universities. Indeed IFS goes even 
further by entering inside them, proposing some collaboration works 
with students who have not already completed their studies. They well 
understood the necessity of being attractive. For being the best in the 
future, they need the best employee in the present. Since 1990 IFS 
started to be more and more well-known, this bring the big advantage to 
have the possibility to attract better quality students. “Working for IFS 
started to be something attractive for them, like working for IBM, NEC 
or Compaq” 
 
Finally the IFS’ top managers rightly consider that company in the New 
Economy can no more to rest on one’s laurels, after having a successful 
period of activities. The new-economical environment is no more stable, 
the company activities by consequences cannot be stable too. “We will 
never relax” 
Even if new start-ups present an higher level of flexibility, and 
adaptability, IFS’ management is not afraid by their potential 
competition. Indeed the cost of an entry market can no more be reach by 
a start-up, the initial investments are to high. However the main risk is 
the occurrence of a radical change, which will be able to give the 
advantage to a little structure already positioned on these activities. IFS 
can react quickly too, “we have the internal capabilities to do it, but not 
so quickly than a 20 persons structure”. 
 
As far as the motivation is concerned it is interesting to notice that the 
general comments was that the majority of persons who created their 
own company did not want to belong to an entity company. None of 
them was able to imagine their future inside this kind of organization. 
They wanted to create the structure they will work in. 
However everybody will have a little add on which make it more 
personal. If the founders of Kreatel got the familial environment, the 
founders of IFS wanted to profit of this atmosphere of creation in order 
to realize their ideas, for finally being more successful than their other 
classmates. 
 
 
5.1.3 New Created-Companies 
 
In this period completely “crazy”, when the Venture Capitals and 
Business Angels have no more time to read the huge amount of 
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Business Plans which reach everyday their office. Some compulsory key 
success factors can be determined.  
If these key factors will perhaps not lead the company to the success, 
they will at least allow all new-created firms to avoid some crucial 
mistakes, which could stop brutally their attempt of success and their 
dream. 
 
A deeper knowledge is required. Most of the entrepreneurs base their 
choices on intuitive decisions, which in most of the case lead to 
inefficient structure and organization. The new-entrepreneur must be 
aware about everything, not only the information which concerned their 
core activities, but also everything which can influence this one. For 
instance every new –entrepreneur must take in consideration the 
following rules, which will be develop in the next chapter: 
 
No Start-up without motivation. This stage is easy to reach, indeed it is 
not conceivable to launch yourself in business creation, if this kind of 
adventure does not attract you. However the difficulties will occur when 
your structure will grow, the expansion will pass through a hiring 
process. The selection must try to determine the applicants who express 
his motivation and entrepreneur’s soul.  
However as the new employees need to compulsory share your 
motivation, if this one is not present from the beginning you will be the 
one to make it happen. Like a catalyst, the founders must find the way to 
motive their employees, by all means. 
 
No Start-up without Idea. Even if this comments can appears useless, it 
is interesting to notice that a huge amount of Venture Capitals are still 
noticing thousands and thousands Business Plans whose the new-
entrepreneurs still have no idea about what they want to do since their 
company will be created. However the New Economy eradicates this 
kind of behavior, if in the past some financial establishment sometimes 
trusted persons without a clear defined idea. Nowadays “The Business 
Plans competition” in the Money Rush simply prevent this kind of 
weakness. 
 
No start-up without Finance Supports. Setting a business is costly. Even 
if some company will still manage to start with only one computer in 
their bed rooms. These kinds of stories are more and more scarce. 
Nowadays launching a company cost a lot. Even if you are planning to 
start a e-business company, you will be obliged to buy or rent the 
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hardware, the software, to buy domain names, to rent for hosting your 
web site on the World Wide Web. You will have exactly the same costs 
as the “old” Companies as far as the Marketing budget and promotion 
campaign are concerned, as well as the fact that the salary cost did not 
decreased too. For instance hiring employees is not cheaper! All the 
more so the fact that you will not be able from the beginning to use 
cheaper labor force from low wages countries. When starting a small 
business the core team must be located at the same place for 
communication efficiency. 
 
No more superficial knowledge. Good Market Knowledge required. In 
this period of high expertise superficial knowledge starts to be 
damageable for new-created company as well as for established 
companies too. Therefore making a good assessment of the knowledge, 
which is missing in your starting team, will provide a clear vision of 
what you will need in the near future. All the more so the fact that 
Venture Capitals appreciate realistic comprehension of the advantages 
and drawbacks of the business you want to start. 
In addition to that a good understanding of the key characteristics of the 
market you want to entry in is primordial. This one must be able to 
provide you an important potentiality in future profitability and 
development. You will be the one who will need to find the good niche, 
or to prove that the market you want to deal with is not saturated but in 
expansion phase. A non-profitable one makes our idea simply worthless. 
In addition to that you will be never find any kind of financial support 
for a non-profitable project. However remember that if sometimes a 
refusal of a capital injection can appeared unfair, the Venture Capitals 
and Business Angels know their business. They will make you obliged 
to present to them a really have a good concept. Therefore through your 
different meeting you will constantly reinforce and improve your 
Business Plan. 
 
Be ready to face the competitors. Do not be afraid about the potential 
competitors. They compulsory will exist, whatever the business activity 
or the market segmentation you will be focused on. All the more so the 
fact that the World Wide Web offer a new kind of competition, indeed 
on the net there is no pattern available, whatever the innovative idea you 
can create, another one can use it the day later64. 
 
                                                        
64 Own work 
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5.2  The results 
 
The Business Platform Model was first introduced by Magnus Klofsten 
in his doctor’s thesis: Early development processes in technology-based 
firms in 1992. This model appeared in publication in the 1993.  
Even if the early nineties appears to be very close, the field of Business 
creation has amazingly evolved in this 7 last years. We are the witnesses 
of a veritable Business Revolution. All actors – Entrepreneurs, Venture 
Capital, Customers – of the Business processes have already been 
affected by this changes.  
However how different the situation is today the Business Platform 
model seems to be still perfectly accurate. However we need to 
determine which evolution had occurred among the eight Cornerstones. 
Does all of them still have the same importance? One point can still not 
compensate another one? Have we the same eight cornerstones? 
 
 
5.3  Development and Evolution of the eight Cornerstones 
 
5.3.1 Idea Formulation & Clarification 
 
This Cornerstone has become during the ten last year the most important 
one. If we can consider that every kind of problems concerning the other 
cornerstones can be solved, being for most of them questions of time or 
money, the idea one still a main issue which can not be resolve thanks to 
an external help. 
“Without it, you have nothing, with it, everything start being possible” 
the idea is the compulsory key of your Business. 
 
In addition to that the new economy provides new rules: there is no 
pattern on the World Wide Web, except the domain name. Therefore 
you cannot register any business idea, everybody is free to copy what 
you have done the day before. The followers are numerous and several 
of them got better facilities and financial power than yours. Indeed 
numerous are the competitors which apply a follower-strategy, waiting 
for you and your new idea. Some of them are more powerful, and will 
be able to overtake you very quickly. By consequences the only 
advantage is to start first. You must always remind the following 
statement: “Being the first always bring you a competitive advantage”.   
 



Successful Start-ups & Keys Success Factors: A study of the Fast Growing Firms 

 82

One the other hand, you can be this follower, using yourself a pre-
existing idea. However you will need to find some add-ons to the 
definition of the idea you will use, in order to bring an advantage to this 
one, for answering the question: “Why customers will come to me 
instead of dealing with my competitors” 
 
 
Therefore nowadays the competition is omnipresent and immediately 
reactive. The new-entrepreneur are obliged to reinforce their ideas, to 
find their competitive edge. A more consistent idea will make always 
make your business stronger.  
 
According to Eric Hellweg: “Whatever the idea you can have, someone 
already got it” This author insist on the fact that nowadays starting a 
business is not only finding a new idea or concept, which have never be 
used before.  It is also to know how distinguish his business, which can 
be similar to another one, to lots of other businesses. 
 
The implementation and the clarification of the idea will make the 
difference. In this search the business plan will be very useful at that 
stage. Indeed most of the time the idea appears to be clear, easy 
understandable and easy to present or explain to others. However when 
the new-entrepreneurs need to precisely define this one on paper in the 
business plan, they start to discover how much difficult it is to express 
clearly this one, or to make it attractive. Therefore they not only need to 
find a new valuable concept, but also to know how to present this one 
under a pleasant view.  
 
i More you will take the time to well define and improve your idea, 
better and easier the evolution of your company will be later. 
 
 
A single mistake in the definition of your idea can simply ruin your 
business. For instance whatever efficient IFS is in its business area they 
are not protected from mistake. The Boo.com case is the perfect 
example. The goal was to design one of the most esthetic web site – 
young, dynamic, colorful and innovative. You were able to select the 
object you wanted, and to see this one in 3D, which allows you to have a 
good representation in your mind of what it is supposed to be. However 
whatever the appearing perfection of the idea, a single neglecting was 
made. Indeed the web site was too big to be quickly downloadable with 
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a usual 56K modem. “Everybody is not connected with a cable system. 
The download was too long: more than several minutes, therefore the 
3D visualization was almost impossible. The use of this web site 
became for most of people, inefficient and costly (according to the 
communication costs). 
 
 
Final result:  Importance increased 
 
Your idea is your business, by looking at it under this perspective it is 
easy to understand how important the definition and clarification of this 
is important. While this one will suffer from any weakness, it will be 
compulsory to redefine it. No further stage must be considerate before 
reaching this cornerstone. 
If you want to start a successful business this cornerstone must be reach 
from the beginning of the company. This cornerstone cannot be delayed, 
if it is the case the creation of the company must be delayed too. Do not 
start the engine of your formula one, if you are still blind.   
 
 
5.3.2 Development of Finished Product 
 
This cornerstone appears to be a stable one. Indeed the product 
development had not really evolved. We can simply notice the 
acceleration of the process. However its importance is still the same, 
reaching this point is compulsory for starting any trades. It gives the 
organization a new feeling or state of mind, indeed the organization will 
be able to be officially business oriented.  
Several companies are fighting for reaching this step, that they consider 
to be the most important point. When you have our product achieved in 
your hand you can start to talk about it, to present it, to promote it. 
It is average the same thing in the new economy, you work on your web 
site but this one is not upload or accessible on the World Wide Web. 
You will work on it, all the day, everyday, during six months or more, 
without meeting any end-users, up to the big day: the inauguration. It 
will be like deliverance for most company, physically existent at least, 
and psychologically like a rebirth. You can touch what you have 
accomplished. 
A lot of entrepreneurs confessed that after reaching this step, they meet 
a little demotivation period, indeed they have realized what they wanted. 
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Even if their company finally fails they are pride of their realization. It 
is a real transition phase: “the before and the after”. 
 
Wonderful ideas will attract venture capital which will help you by 
providing the financial amount needed. This amount will give you the 
possibility to develop the finished product quickly or to simply to make 
this one externally. This can by exemplify by the Kreatel situation, 
indeed they took two years in order to manage the realization of the first 
finished product. That is one of their bigger regret, an injection of 
capital should have make them possible to accelerate this process. 
 
Final result:  Importance decreased 
 
There is less and less obstacles of this cornerstone, it is now just a 
question of time and more and more of money. 
 
 
 
5.3.3 Definition of the Market 
 
This cornerstone had no modification, the marketing did not evolved so 
much. Even if several new practices appeared like the viral marketing. 
Its definition is still an important part of the definition of the activity of 
the company. 
 
However in the new economy, the characteristics are a little bit 
different, indeed the definition of the market will follow the same 
process as another company of the “old” economy. A shoe seller on 
Internet will have the same target as a shoe seller downtown city, 
however several differences can be noticed: The shoe buyer on Internet 
is not the same person who will buy shoes in a shop. Therefore the same 
target does not mean the same persons. 
Another point consist to the huge difficulty to determine the efficiency 
of promotion on Internet, the return on investment is a complex task to 
determine, several well known companies still do not know if being on 
the net was profitable or not. The general comments are: “Everybody is 
on the net, thus we have to be there too”. Whatever the results, not being 
on the net can be more prejudicial for the brand image. This complexity 
comes from the fact that is difficult to well trace the NetSurfer. Why 
does he come on this web page instead of another one? 
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Another problem of this virtual market, is the virtual international 
competition, no geographical area defined, you are no more competing 
with the others shops in the street or in the town but on a worldwide 
scale65. 
 
This make the definition of the market more difficult, however this 
difficulty do not modify the importance of the market definition, 
perhaps this one will be more difficult to reach, but still have the same 
importance 
 
Final result:  Importance stable 
 
The definition of the market is still an important cornerstone, which 
defines which profitability can be expected, the potential customers, the 
competition the new-created company will face.  
All the more so the fact that the market definition is still related to the 
definition of the firm’s strategy. Why starting a company, if already 
more than 100 others are doing exactly the same thing, or if your target 
customers are not enough numerous? 
“It is highly relevant that a huge amount of persons do not take enough 
attention about the market they will deal with. It is so common to see 
arrive in the room some persons wanted a capital injection of 5 millions 
dollars for starting to sell a product whose price will be 5$, with the 
customers target evaluated at 1 000 000” said a Venture Capital 
analyst. “They have never realized that even if they manage to reach 
100% of their target, they will never be profitable, and will never cover 
their expense, to see their reaction when considering for the first time 
this fact, when they are in the room for negotiating the venture capital 
transaction” 
 
 
5.3.4 Organizational development 
 
Organizational development is a stable cornerstone. It reflects the 
natural evolution of the company, whatever the activity, or the business 
area, in the “old” or new economy, each successful structure is supposed 
to grow.  
 
                                                        
65 Mohanbir Sawhney, Electronic Commerce and Technology, 1999 
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Indeed organizing is the process of assigning duties and coordinating 
efforts among all organizational personnel to ensure the maximal 
efficiency in the attainment of objectives66.  
Most of the time organizing is a natural follow-on to planning, since it 
involves the determination of what everyone is going to do in reaching 
the predetermined goals. In fact, research reveals that successful firms 
follow the principle which quotes: “from strategy to structure” 
 
In this organizational development the main difficult step will be the 
delegating process. An effective entrepreneur needs to be able to 
delegate his authority the employees. The ineffective way of working 
will be to prefer to do everything personally. This will give to the 
company no possibility to advance.  
First the capacity of each human being, whatever the motivation, are 
still limited. Therefore from one moment the work of the owner will 
start to be inefficient, by not being able to spend the time needed in 
order to complete the task in a proper way. 
Secondly this behavior will end up losing motivated and committed 
employees who will feel that they are not trusted or will simply believe 
that they are no possibilities to advance and grow in their job 
 
Therefore if the company evolve this one will growth, the structure of 
the organization will evolve at the same time, developing internal 
functions. 
 
This evolution can occur very quickly, indeed in case of the new-created 
company will no possess some core competencies, the hiring process 
will occur immediately, and the entrepreneur will naturally immediately 
delegate all the competencies he does not possess. This tendencies will 
change a little bit the relationship between employees and manager, 
according to the fact that manager will immediately delegate part of the 
work. See Figure 2. 
 
 
 
 
 
 
 
                                                        
66 Hodgetts, Richard M., 1984 
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Figure 2           
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Final result:  Importance stable 
As an organization will, if successful, become bigger and bigger, it will 
compulsory become more difficult for the entrepreneur to take all 
decisions. Therefore there is a greater pressure on the entrepreneur to 
delegate authority, or suffer efficiency problem. Thus the structure of 
the company will obligatory evolved. 
However this cornerstone will perhaps not occur immediately and will 
be one, which will be reach in the latest time. Except if the core 
competence are not within the founder team. 
 
 
5.3.5 Core Group Expertise 
 
Nowadays we need a high level of expertise in every kind of activities, 
if in the past some superficial knowledge was tolerate, it is no more the 
case now. “You must be a specialist”, but still you need to have general 
overview in order to be able to intermediate between the different 
employees or departments of your new-created company. Indeed the 
managers can now be assimilating to catalyst. Their interactions in the 
new-created company is supposed to emulate the communication flow 
between all the members67. This can be represented with the following 
Figure 3:   
 
Figure 3          
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67 Walter Kiechel III, 1994 
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Writing a Business Plan is almost the first compulsory step that 
everybody need to complete in order to start his own company. (The 
Kreatel case is a good example, their first year of existence consisted in 
writing their business plan). However it is interesting to notice that 
every guide helping to design a business plan insists on the fact that the 
founders must clearly explicit the knowledge they have, it means the 
expertise of the founders’ team and their coverage, but also what they 
lack. This approach exist in order make the founder consider their 
expertise level. Indeed all the financial establishments will have a deep 
look in the new-structure in order to determine the competencies the 
founders are missing.  
 
To many companies failed by not according a sufficient attention to 
knowledge they do not have. For instance sometimes engineers are not 
good enough to sell their marvelous innovation, where some famous 
businessmen will not understand some compulsory steps in the product 
development or the R&D processes. Aristoles, Greek: “knowing that 
you do not know is already reaching a higher level of knowledge” 
Indeed most of the time the founders are friends and come from the 
same educational section, therefore all the competencies are not 
immediately fulfilled within the new-created firm. Engineers will 
missed Marketing and Finance competencies, Businessmen will miss 
technological knowledge. 
 
However the new-entrepreneurs must not be to worry about missing a 
certain fields of knowledge. Indeed everyday several company ar launch 
by founders who have no deeper knowledge in the activities they are 
starting to deal with. Indeed if it is better to have the higher amount of 
knowledge and field covered from the beginning of the company, 
nowadays the financial partners will provide the amount of money 
needed in order to employ the competencies missing. 
 
Final result:  Importance increased 
 
Higher knowledge the founders’ team will get from the beginning, 
quicker and better will be their starting process.  
Even if the founders can hire any kind of persons, with all the 
knowledge they are looking for, they will start taking risk by dealing 
during the early stage of the company with persons they not already 
know. All the more so the fact that in this situation the founders will also 
loose part of their control. Indeed most of every researchers in 



Successful Start-ups & Keys Success Factors: A study of the Fast Growing Firms 

 90

entrepreneurship consider that the most successful start-ups, are those 
which have no big knowledge gap concerning their activities. “During 
the early stage it is better to rely on oneself68” 
However on the other hand if to possess the good knowledge provide 
several advantages, like being more self confident, to not have those is 
no more an insurmountable problem. For instance a person who want to 
create is web site without knowing anything about web designing, will 
be simply more careful in his early stage of his business, because he 
knows that from the beginning he will be oblige to buy external services, 
which means expenses and control processes.  
 
 
5.3.6 Prime Mover & Commitment 
 
The question now is to know if it is nowadays possible to start a 
business with a low degree of motivation. Without motivation, 
everything will be pointless and painful for the founders and will give 
up when facing the first difficulties. 
 
In order to success the new-entrepreneur will involve all his person in 
his new created company, his time, money, efforts and thoughts. This 
period will be one of the most stressful of his whole life, all the more so 
the fact that all his own money can be invested in this adventure 
 
Motivation is the main engine of the company as its beginning, by this 
one the new-entrepreneur will manage to be dynamic and to remain 
optimistic whatever the situation he will face. 
In some occasions with charismatic founders, this motivation will be 
contagious too. It can be a big advantage to motivate the others, in order 
to manage to make them believe or committed to the company goals. 
 
The Low and Intermediate level tends to completely disappear. Indeed 
founders, who treat their business as a hobby, will no go further, they 
will have a limited involvement in this activity. Some will not create a 
company, some will do. Whatever the structure, they will take no risk 
for what they consider “their hobby”, for instance no loan will be 
contracted to Financial establishment. They do not want to be stress 
owing to their “hobby”, this one is part of your life but not leads and 
dictates this one. The other main fact is that the founders do not care if 
                                                        
68 Own 
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their employee share this one or not. It is not the main issue for a fan to 
convince others to recognize the same passion. Therefore even if the 
founders notice that their employees are not motivated or not committed 
on what they are building, they will not try to modify their position. This 
situation in order to be successful can not exist anymore in the New 
Economy. It is also no more possible in this situation for the founders to 
compete against companies, animated by a high motivation, based on 
the same concept.  
On the other hand the middle level of motivation position appears to 
have the same weakness. Therefore it seems that more than in the past 
both of these two levels will quickly lead to the same conclusion: 
Bankruptcy or in the better case Stagnation.  
 
However on the other hand this cornerstone can also a psychological 
dimension. Indeed it will dive the entrepreneur, in his own world, 
however this motivation can make him forgot the reality. Some will 
argue that Sometimes people are to idea oriented, they believe too much 
in their concept. They start to neglect the marketing or customers’ 
relationships, by thinking that their product is the better and that 
everybody will be compulsory attracted. This behavior can also affect a 
whole organization. This was the case in Apple, where a too high 
commitment in their products make them loosing a good fit with the 
market. 
 
The New economy allows only highly committed actors striving to 
create a business enterprise. It let no place for persons who doubt. By 
following this goal the entrepreneur will seek the same kind of persons 
as his first employees.  
The trend shows that most of the new employees of Start-ups are highly 
motivated, some top managers do not hesitate to dismiss from their 
well-known company to join some start-ups. Their expectations are very 
high, they want to success, in order to not regret their decision. However 
some other employees will only be motivated in the potential financial 
reward, they can get, but this motivation is still profitable for the 
company. If your salary is low but you own some stock options, you 
will be at least highly motivated up to the introduction of the company 
on the stock exchange. However a new question can now appear: How 
to manage to keep his employees inside his company, and not to see key 
guys leaving this one for another one or for create their own? 
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If the business Platform was design in order to exemplify the 8 different 
points of the company which must be secure, as eight walls of a castle, 
the motivation can be considered as the main entrance: “you cannot 
simply let this one open”. All the more so the fact that a business need 
to be attractive in order to attract the quality people, which are your 
main resources of a new company, and this whatever the sector of 
activity which is consider. 
 
Final result:  No more a Cornerstone 
 
Only the high level of Prime Mover and Commitment is possible now, 
therefore, this cornerstone is no more one, but a pre-compulsory step 
before entering a creation of its own business. 
 
 
5.3.7 Customer Relations 
 
“Customers relations are still customers.” It means that whatever the 
company will do, whatever the company will try, it will not change the 
behavior and the importance of the customers. The Marketing Mix is 
based on six dimensions, however the Market and the Customers are 
two dimensions on which the company can have no influence. 
 
Every business is still based on customers’ relations. They are the one 
who brings the money, whose the benefits depend on. As all 
organization exists in order to take profit, a careless behavior vis-à-vis 
the customers, will be dramatically disastrous. 
 
Therefore a good customer relation or a key customer from the 
beginning can completely change the evolution of the company. This 
was the situation both the history of Kreatel and IFS. Indeed Kreatel was 
in a stagnation stage up to the moment one customer started to be more 
involved in their relationship. Customers relationships bring them the 
knowledge of the market. They also gave them warranty about future 
sells if Kreatel was able to conduct its realization up to the finished 
product phase. 
No company should start their business without having in their mind a 
pre-defined number of contacts they will call in order to immediately 
negotiate with.  
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This situation can also well be exemplified in the New Economy. Indeed 
the web sites are judged according to their frequentation. More people 
will surf on their web pages, bigger the notoriety of this web site will 
increase. The customers’ relationships make the quality of this web page 
and will define the valuation equation of the e-company, when this one 
will be sold or bought. 
 
However a new kind of company balance the importance of the end 
user, indeed when looking at the World Wide Web we can notice that 
there are two kind of companies which exist: 
 
The first kind are selling a service, this kind of company can be directly 
compared to a “normal” company selling services or products, the way 
of communication and presentation is simply different. 
 
However the second kind brings a completely new kind of company, 
they are selling nothing to the end user, they are taking no money from 
him, but there are making business thanks to him. Indeed all the web 
sites that sell nothing get their money from the advertising. This create a 
new relationship with the customer 
However they will be able to get the money only if their web site is 
appreciate by the end user: they sell their site to the end user in order to 
get the money from the advertiser which want to reached the end users.  
 
See Figure 4. 
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Figure 4          
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2 Thanks to the traffic of these web users on the web site, the E-Business will be 
able to negotiate with Companies, which desire to reach these users. On the web 
site, advertising campaigns will appear, in exchange of what the E-Business will be 
paid. The flow of money will go from the Companies to the E-Business.  
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Final result:  Importance stable 
 
This cornerstone is a stable one, the importance of the customer are still 
the same through the time, profitable organization for surviving must 
sell something to the customers, who still the key actors in the evolution 
of your company. 
Whatever innovative, efficient, revolutionary, quality, cheap, durable 
your products or services are or will be, it is worthless if you have no 
customer for selling these. 
 
 
 
5.3.8 Other Firms Relations 
 
In this cornerstone a big variety of different relation are concerned. In 
his definition of the Business Platform69, Klofsten explained that this 
cornerstone is the section which includes two important relationships: 
the relationships which can increase the knowledge, the others which 
can are the financial establishments. 
 
If the relationships link to the additional knowledge are quite stable: 
 
Nowadays the financial relationships are reaching another level. Indeed 
the financial area is, if not the only one, among the most important 
criteria in the start-ups creation. 
For a huge number of new-entrepreneurs their first work and challenge 
will be to find the appropriate financing plan for starting their business, 
to make real their project. 
 
The main actors are the financial establishments, they are the ones you 
need to seduce. For instance MyNetCompany got no money, the 
beginning of their company is compulsory linked to the finding and 
support of a venture capital or business Angels, which will believe in 
their project and give them the financial opportunities to make it real. 
 
Even if the other cornerstones are decisive in the success of the new-
created firm the financial stage will be the first steps that the 
entrepreneur will be obliged to pass. 
                                                        
69 Klofsten, 1993 
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The Financial Cornerstone will become probably one of the first 
cornerstones reached by the company (c.f. followings chapters). 
Nowadays to have the sufficient amount of money is needed to be 
credible and to simply exists in the new business world 
 
Several persons think that the e-business revolution will allow the 
diminution of the amount of money you need for creating your 
company. It is true that new entrepreneurs will not be involve in any 
production processes however it does not mean that these new processes 
are completely free: for instance the hardware, the software, the 
updating work, and the hosting in addition to the salary costs will be not 
free. In fact it seems that the amount of money needed is constantly 
increasing. This amount is becoming higher and higher, whatever the 
country you will be according to the fact that most the costs for an entry 
market are increasing. For instance a promotion campaign for a national 
launch will immediately reach several millions of dollar. One the other 
hand some new Marketing tools appears trying to allow the company to 
expand itself with another ways of promotion not so expensive. (c.f. 
Viral Marketing in chapter 4.3.7). 
 
Financial Partners can make it happen. Indeed thanks to this financial 
support almost everything become possible, however everything will be 
now under control. “You need more knowledge, you buy expert 
workforce and market studies; You want motivated employees, you buy 
their motivation; You need to finish your product, you invest in R&D in 
order to accelerate the process; You need a promotional campaign, you 
buy your advertisement…”  
However if everything appears to be nowadays question of money. In 
fact it is not really completely the truth. Indeed “ You will not invent 
idea from money; You will not attract customers with money; You will 
not change the market with money; You will not make really committed 
you employees with money; You will not implement and efficient 
organization with money…”. All the more so the fact that the flow of 
money is not unlimited. For instance by being too focused on a single 
cornerstone, many Start-ups spent all their financial support in a short 
period. Neptune radar Limited, a high-tech company, spent all their 10 
millions investments in the construction of their first prototype, after 
that nothing left for marketing. Three months later they were obliged to 
turn into bankruptcy. “When you have the money, you still have the 
need to make good choices and decisions”. 
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Final result: 
 
We will express this difference of evolution among the “Other 
Relations” by dividing this cornerstone in two: the Financial one, on 
one side, which is now by itself one of the most important key issue, and 
the Other relations. 
 

Financial relations Importance increased 
Without a good financial support you can do nothing, whatever the 
quality of your idea. Without money it is over (however the reverse is 
also true: money without idea will lead to the same result). 
In addition to that we can finally considered that the financial relations 
can change completely one business. (Except for exceptional businesses 
whose the idea allows to do it without money).   

 
Other relations  Importance decreased 

Now everything can be done inside the company, you can be the 
Business-One, by doing everything alone. Some success stories will tell 
us how several guys became millionaires, without any employees. 
“That’s the new deal of the New Economy” 
In this New Economy, even if your business is local, you will deal 
internationally, this means that you can use suppliers from all over the 
world.  You can also put them into competition. “One single supplier is 
no more the Business standard, even in Japan”. For instance H&M 
deals with more than 1600 suppliers. This situation allows flexibility, 
according to the fact that if one do not reach the standard required, 
another would get the contract.  
 
 
5.4  Upcoming Situation 
 
General comments we can notice that several cornerstones are 
unchanged only if we still located in the “old Economy”, but this will 
not be true in the new one.  
 
5.4.1 Importance relative and global sight of the evolution, summarize 
 
The relative importance among the different cornerstones is well 
representative of the current business situation of the current economy. 
The Venture Capitals are literally submerged under the flow of Business 
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Plans, which arrive everyday. Hellweg said: “We are receiving more 
than 100 Business Plans a day, this period is completely crazy, and it’s 
only the beginning. We are in the New Economy”  
 
In less than ten year the relationships among the eight cornerstone has 
highly evolved. See Figure 5. 
 
Figure 5           
 
 

 
 
 
 
 
 
Evolution of the eight Cornerstones 
Source: Own 
 
 
If the classification based on the importance of the eight different 
cornerstones have not really change, we can notice that these 
cornerstones can now be divided in two categories. The first category 
will consist in the cornerstones whose achievement is a top priority issue 
for the success of the company. The second category groups the 
cornerstones whose a high level is not immediately compulsory in order 
to reach the Business Platform of the new-created company. These 
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cornerstones can be considered as being more and more dependent of 
the final issue of those from the first category. Indeed if the trend seems 
to be an acceleration of the processes, as we can see in the chapter 6.1.1, 
it seems that an order in the achievement of the eight cornerstones 
appears. 
 
The first level will be composed by the Idea, the Financial and the 
Expertise cornerstones. The importance during the last decade of these 
three cornerstones increased significantly. And it appears that the 
achievement of these cornerstones can be a sufficient reason to almost 
reach a Business Platform. Indeed, as we will see in the next chapter 
with the compensation effects, the influence of these three cornerstones 
is high enough in order to modify the progress of all the other ones.  
 
The second level is composed by the Market, the Finished Product, the 
Market knowledge and the other relations 
 
The Customers’ relations are located somewhere in the middle of these 
two levels. Some will consider that if the business concept is well 
defined, it means if all the cornerstones reached a high or medium level, 
the customers one will follow. Kent Gustavfsson - H&M Expansion 
Director - said: “Good product, good price, somebody will buy it, it is 
not potentiality but certainty!” 
However some will consider that everything can happen, “Customers 
are human being, they are unpredictable”. Therefore even if the chance 
can be taken in consideration. “Sometimes it happens.” said David 
Löwenbrand, indeed Kreatel in 1997 managed to contract a high 
profitable agreement with a customer, which will become one of the 
more valuable “assets”. Sometimes being more efficient was simply due 
to the fact to be at the right time at the right place at the right moment.  
Finally the Customers’ relations cornerstones will also depends on the 
situation of the company more perhaps than other factors. We must keep 
in mind what was defined in the Chapter 5.3.7 too. The Market and the 
Customers are two of the six components of the marketing mix, which 
cannot be changed by the company, perhaps influenced but not changed. 
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5.4.2 Compensation & Attainability among the eight Cornerstones 
 
When considering the Business Platform Model, two main questions can 
appear: 
The first one consists to know whether one cornerstone can compensate 
another one. Will a High-level will compensate a Low or Medium-
level? The second one consists to know if some cornerstones are more 
easily reachable than some others are. Does one particular cornerstone 
easier to reach than another one? Is it always the same classification in 
difficulty or does it depends on the uniqueness of the company? 
  
When Magnus Klofsten defined this model, it appears that no real 
compensation was possible between the different cornerstones, this 
explanation reinforces the choice of these eight cornerstones. Indeed if 
one cornerstone should have been as completely dependent of another 
one, these two factors should have been group together in order to form 
a single cornerstone. 
 
However as we have seen in the previous chapter the cornerstones have 
evolved a lot trough the ten last year. Their relationships are not the 
same anymore. Therefore we can consider some possibility to one 
particular factor to balance another one. Or that the completion of one 
cornerstone will engender to completion of another one. 
For instance we can trace the interaction between the eight new 
cornerstones. See Figure 6. 
 
Figure 6          
 
 
 
 
 
 
 
 
 
 
 
Interaction and Compensation (?) among the eight Cornerstones 
Source: Own 
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Indeed during our study it clearly appeared that a key customer or a 
friendly relation with one particular customer could considerably 
improved the Knowledge of the Market. Therefore a High-level for the 
Customers’ Relationships Cornerstone will provide the possibility to 
increase the level of the Market Knowledge. In this case however we 
can wonder about the effective possibility to first get a key customer, 
with a low Market Knowledge.  
 
Another interaction can be considered. Indeed it appears that nowadays, 
in the New Economy, the Financial Cornerstone is the top priority issue 
for all new-created company.  It is the most powerful cornerstone of the 
Business Platform 
Model, it can make it possible. Thanks to financial helps, the level of 
Expertise can be increased, by hiring some new “brains”, as well as the 
achievement of the Finished Product, by using external force or buy 
increasing the flow of resources to the R&D department. 
 
i Your effort to get outside financing will give you a sobering glimpse 
of reality. Lenders can be brutally negative about the prospects of 
survival for new ventures. Because you are asking them to share your 
risks, they will force you to prove that you have a chance to succeed. 
Therefore you will be obliged to well prepare marketing and financial 
projections, and pro forma financial statements are required. Not only 
you must produce evidence that the products or services you will offer 
can be sold and provide information about where and whom they will be 
sold, but you will also have to describe existing competition and 
estimate the costs of your undertaking in the form of Capital, fixed, and 
Variable expenses. 
 
In addition to the relationships presented above, the relationship 
between the Idea Cornerstone and the Financial one presents some 
particularities. Indeed we can easily consider that a good clarification of 
the business idea can give the possibility to attract easier the financial 
partners. That is the purpose of the Business Plan. 
 
However we can also determine that the achievement of the Financial 
Cornerstone can also influence the Idea Cornerstone. Having the simple 
feeling that your financial resources allow you to do what you want 
bring you to another state of mind. As the result of a catalyst, you will 
start to think about new possibilities or new business opportunities. 
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From the moment the founders of Kreatel were no more stressed by the 
financial aspects, they starting to be only focus on their business. 
Therefore they were starting to think about new ideas instead of 
spending all their time trying to cope with financial problems – 
“Stopping wasting our time in Consultancy instead of working for our 
business70”   
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
                                                        
70 David Löwenbrand, 2000 
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6 Conclusion         
 
In this section we will quickly come back to our purpose and 
formulation of the problem. We will try to answer the questions asked 
and discuss the outcome of my study by referring to our chosen purpose. 
 
 
6.1  Two new Trends 
 
6.1.1 As quick as possible 
 
We can easily notice a new trend in the Business Platform  
Indeed it appears that in order to be successful a company nowadays, or 
in the new economy needs to reach the Business Platform as quick as 
possible. The requirements in terms of return of investments of the 
Venture Capital or the Business Angels are a good way to understand 
this trend. The potentiality of a new company must appears in the early 
stage of its existence, this period can vary to six months up to two years. 
 
 
The two next graphs give a good representation of this trend:  
 
See Figure 7, the length which was needed for the three companies 
introduce in the Business Platform Model. 
 
See Figure 8, the length for IFS, Kreatel and MyNetCompany to reach 
the Business Platform.  
 
 
First we can notice, as far as the three examples presented by Klofsten 
are concerned, that after eight years only one company – Sutec – had 
reached the eight cornerstones of the Business Platform. (See Chapter 
2.6) 
 
On the other hand if IFS took average the same time, Kreatel and 
MyNetCompany are well representative of the current trend, completing 
their Business Platform in less than 4 years. 
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Figure 7          
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Firms’ situation in terms of development of cornerstones 
Source: Magnus Klofsten, The Business Platform, 1993 
 
 
 
Figure 8           

Firms’ situation in terms of development of cornerstones 
Source: Own 
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6.1.2 Start later, Start better 
 
Another interesting evolution of the Business Platform consists in the 
fact that some cornerstones must now be present from the beginning if 
the new-created company want to have a chance to succeed. 
 
As we have explain above the motivation is no more a cornerstone. A 
high motivation level is required from the beginning, if not the 
company will be hardly able to face problems and high aggressive 
competition. 
 
The idea and its definition or clarification must be completed before the 
launch of the company. Starting without it will lead to inefficiency in 
the early stage of its existence.  
 
Without clarified idea, the founders cannot take any important strategic 
decisions, therefore the company will officially exists but no activity 
will be recorded since this step will not be completed71. 
 
 
i Even if your company has no activity at all, if this one is registered 
officially, the founders will start to pay TAXES. By consequences, the 
starting time must be the result of a mature reflection. 
 
 
The other cornerstone, which needs to reach at the minimal a Medium-
level, is the Finance relationships. Without any financial resources, or 
good relationships with Banking establishment, there are high risks to 
see his possibility of actions limited, therefore the company will slowly 
evolve or quickly turn into bankruptcy. In fact Financing is critical for 
starting a new business and keeping a business going and growing. The 
new-entrepreneurs may be able to start on their own capital. But they 
may not survive for long on internal financing alone. Growing 
companies need more money to acquire additional assets and to pay for 
the increasing wages, supplies, merchandise, normal operating expenses, 
and credit extended to customers that company growth brings. 
Financing is also important because it is not prudent to place all your 
personal resources into a business. 
 
                                                        
71 Wiklund, 1998 
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Finally if the expertise cornerstone can have any level at the early 
beginning, the gaps must be filled as quickly as possible. An expertise 
lack will rapidly evolved as the limited factor for all the organization. 
This situation reinforces the importance of good financial resources 
from the beginning of the company, in order to be able to fill the 
knowledge gaps. 
  
We can conclude that writing the Business Plan will be really useful, 
because it will make the founders face the weak point of their future 
realization. When they will not be able to fill some chapter they will 
immediately understand that something is missing and that some 
clarification or reflection are needed.  
Most of the time, the Business Plan will rise up some valuable 
questions, their answer will bring the pre-created firm to an higher level.  
 
See Figure 9, which presents the current occurrence required of the eight 
Cornerstones.  
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Figure 9          
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See Chapter 5.1.3 & 5.3 
 

- Idea & High Motivation are required from the beginning (Time 
0). 

- The Financial Helps will allow the founder to really start the 
company and to improve the situation of the Product 
Development (Time 1). 

- The achievement of the Finished Product (Time 2) will increased 
the number of potential Customers. 

- The improvement of the Customers’ Relationships will increase 
the Market Knowledge. 

- The Organization & Expertise level will normally increase during 
the evolution of the company. 

 
Perfect Occurrence Sequence of the Eight Cornerstones 
Source: Own 
 
 
The reality of small business is rather more complex than its picture 
suggests. The interest for this topic that we have discussed trough this 
thesis shows that it has not diminished but, rather, has intensified. This 
also reflects the constant difficulty of the business decision-making 
process. Many factors are involved. All of them, in addition to interact 
together, influence directly every business. Therefore none of these 
factors can be neglected.  
 
The failure of a business is usually disastrous for the owner, therefore 
before entering into a business creation, new entrepreneurs must learn 
all there is to know about the business creation processes, before 
investing time, money, energy into the business. That is the reason why 
learning about the experience of other companies operations, their 
success or their failure is primordial. Indeed once you are in business, 
there is little time to learn, and to know what to watch closely and 
control and what to leave alone. This will require time, intelligence and 
patience. 
 
Therefore if you are likely to enter into a business creation, just before 
talk to people who are already involved in the business in which you are 
interested in: the owners, employees, suppliers, prospective customers 
and financial establishments. Bigger the knowledge you get now, more 
efficient will be the early stage of your young company.  
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In addition to this current situation the New Economy just brought a 
new dilemma, which consists in the fact that if knowledge acquisition 
asks for time, new business evolution requires fast evolution, rapid 
decisions, and quick actions. Therefore each new entrepreneur will be 
balance between starting now its own business, even if all the different 
parts are not already clarified, or wait a little bit, taking at the same time 
the risks to loose his competitive advantage or his idea that someone 
should have applied before him. 
 
However by assessing the different level of the eight cornerstones it 
appears that it is possible to quickly determine if a firm has attained a 
Business Platform. For instance both the two companies presented in 
our case study have reached these platform.  
If that is not the case, it is possible to determine how much is left to 
achieve on each cornerstone and, at the same time, to point out as 
number of measures that must be taken for a Business Platform to be 
attained. 
 
It is also important to emphasize that one must not be take things for 
granted after a Business Platform has been reached. Naturally, it is a 
goal that means that an important stage in the firm’s development has 
been successfully passed – but there are many problems to solve, even 
after a Business Platform has been attained. Remember, also, that it is 
possible to slip off the Business Platform. It is therefore worthwhile 
tending the Platform while at the same time proceeding with further 
development of the firm. For instance the difficulties encounter by 
Kreatel in its attempt to entry new market as the French one, or IFS 
worry to face a new paradigm shift, well exemplifies this situation.  
 
Finally, undoubtedly, you will put so much work into building your 
new-business that the actual launch may seem anticlimactic. But that 
does not mean you can just kick back and watch your company take off. 
Your launch will demand the same degree of focus, careful planning, 
and targeted spending as the company-building process. At this point, it 
will be essential you pour some of that hard-won funding into a major 
marketing push. The launch should get your message across to 
customers and continue the brand-building efforts you may have begun 
earlier with select partnerships. This calls for a clear strategy and 
creative use of the marketing and sales channels that best suit your 
mission.  
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A successful launch supports all the effort and expense you have 
devoted up to that point. If done right, the launch validates the business 
model to current and future investors. But if you stumble at this stage, 
you could find the next round of funding, or eventual Initial Public 
Offering, a much harder sell.  
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7 Implications for Further Research     
 
 
In my purpose I stated that one of my objectives with this thesis is to 
provide a better understanding about the factors which make a new-
created firm successful. I believe that I have done so, but there are still 
areas that I would have liked to explore, even though I decided not to do 
so in my study. 
 
One area which I considered taking into our study was the early stage of 
start-ups of the new economy. Indeed it would have been very 
interesting to study the effects on new-created firms that this 
technological revolution – Internet - brings. If the MyNetCompany case 
can lead to the first example of this kind of company, it appears that a 
whole thesis could focus on this particular area. 
 
It would also have been interesting to study more deeply some other 
areas like the outsourcing. 
It is clear that Venture Capitals and Business Angels affect the evolution 
of the new-created firm. Above all, it certainly affects the evolution of 
this New Economy. 
 
To conclude I also think that some sort of follow up on my study could 
be interesting. To actually see how the different companies has evolved 
though the time, for instance IFS and Kreatel, but also all the other 
which were introduced in the Business Platform Model. Finally the 
MyNetCompany company is still virtual, therefore it will be interesting 
to follow the evolution of a real one, aware from the beginning of this 
model, in order to determine how the understanding of this model can, 
before starting the firm, influence this one. 
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