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Abstract

Human capital assessment is an integral part of the in-depth evaluation conducted by

Venture Capitalists (VCs) before an investment decision. Furthermore, an effective col-

laboration between external investors and the founding team can be vital for the success

of a startup venture. This thesis aims to improve this assessment and collaboration by

providing an empirical account of historically successful Swedish tech startups and their

founding teams (FT). We employ semi-structured interviews with 13 entrepreneurs who

in total have founded over 50 ventures in order to deduce patterns to the characteristics,

compositions and views of successful founding management teams. We compile and dis-

cuss their views concerning aspects such as organizational culture, team performance and

their relationships with external financiers. The focus of this thesis was in part guided by

our commissioner, Almi Invest.

Based on our interviews and literature review, we present several findings which may be of

interest to both investors and entrepreneurs. Some of our key findings are that successful

Swedish tech startups are generally composed of diverse teams where the founders share

some previous association and complement each other with regards to both competencies

and personalities. They view culture and vision as important aspects, with values acting

as the uniting factor that drives cohesion and performance. We also find that their views

are largely influenced by previous experiences. Finally, we highlight some perceived ineffi-

ciencies in the collaboration between investors and entrepreneurs, mainly with regards to

post-investment activities and the process of raising capital. Our findings suggest a lack of

transparency between entrepreneurs and financiers regarding the investor activity levels,

where entrepreneurs generally feel that VCs fall short on their promises. We suggest some

areas of improvement where VCs might tune their practices to better suit the needs of

their portfolio companies and improve overall performance.

Keywords: Venture Capital, Tech Startups, Founding Team, Top Management Team,

External Investors, Venture Creation, Culture, Vision, Values, Cohesion, Team Effective-

ness.



Sammanfattning

Bedömningen av grundarteamet är en viktig del av den utvärderingsprocess som riskkap-

italister tillämpar inför ett investeringsbeslut. Denna uppsats syftar till att underlätta

bedömningen genom att ge en bild av hur historiskt framg̊angsrika grundarteam har sett

ut i den svenska Tech-sektorn. Genom semi-strukturerade intervjuer lyfter vi fram gemen-

samma nämnare och åsikter hos 13 framg̊angsrika tech-entreprenörer. Vi sammanställer

och diskuterar deras syn p̊a ett flertal viktiga aspekter inom företagande s̊asom kultur,

samarbete och deras relationer med investerare. Uppdragsgivaren för detta examensarbete

är Almi Invest.

V̊ara resultat visar att framg̊angsrika Svenska tech startups är grundade av heterogena

grundarteam med komplementerande bakgrunder, utbildningar och personligheter. Grun-

dare av framg̊angsrika tech startups anser kultur, vision och värderingar vara mycket vik-

tiga faktorer för att bygga ett företag. Värderingarna anses vara det som binder samman

teamet och främjar prestation. V̊ara resultat indikerar även att grundarteamets åsikter

är väldigt influerade av deras tidigare erfarenheter. Avslutningsvis belyser vi ett antal

omr̊aden där marknaden för riskkapital kan anses vara ineffektiv med avseende p̊a samar-

betet mellan investerare och entreprenörer. Problemen berör främst det operationella stöd

som aktiva investerare utger sig för att tillhandah̊alla, samt processen att resa kapital.

V̊ara resultat indikerar att investerare och entreprenörer för närvarande inte samarbetar

p̊a ett effektivt sätt och föresl̊ar n̊agra omr̊aden där vi ser möjligheter till förbättrat samar-

bete mellan investerare och portföljbolag.

Nyckelord: Startups, Tech startups, Riskkapital, Grundarteam, Vision, Värderingar,

Kultur, Venture Capital, Teamdynamik.
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1 Introduction

In this section, we present the background to our thesis project and the problematization that

we identified. We then present our purpose and the research questions that guided our research.

We conclude this section with delimitations and our expected contribution.

1.1 Background

Entrepreneurship and innovation have long been recognized as key ingredients for long term

economic growth and prosperity. Innovation allows for higher efficiency and better utilization

of resources, which means more output per unit of input. As such, entrepreneurship is essential

for the economic prospects of any given society. At this time, the Swedish startup scene is

among the most prominent in the world1 and to preserve this position it is important that the

business climate is as accommodating as possible.

Among the most important keystones for a successful entrepreneurial economy are the Venture

Capitalists (VCs). VCs are active investors, which means that they do not only hold equity

stakes but also provide financial and operational support. The companies in which they invest

are from here on referred to as ”portfolio companies”, as they are a part of a VCs investment

portfolio. Through their activities, VCs help and enable entrepreneurs to successfully launch

and run their businesses (Zider, 1998). They provide necessary funds to entrepreneurs who

oftentimes lack alternative sources of funding, which in many cases contributes to their growth

(Fried, 2006). In addition, this often increases the portfolio company’s probability of survival

and commonly leads to the creation of many new jobs (Hall and Hofer (1993); Jeng and Wells

(2000)). There are many great examples of recent multinational Swedish corporations such as

Spotify and Skype which were launched with the backing of Swedish VC firms.

Swedens’s most active VC firm, and the commissioner of this project, is Almi Invest. They

conduct roughly 70 new investments every year and a similar amount of follow-up investments

in existing portfolio companies. In total, they have invested in over 600 startups, which makes

them Sweden’s most active early-stage investor2. Almi Invest is government backed which

means that besides from earning an adequate return, they serve to fulfill an important role for

the society, namely to encourage and promote entrepreneurial ventures in Sweden.

In order to facilitate the entrepreneurial potential of the Swedish technology sector, and by

extension spur economic growth, VCs must be able to properly gauge their potential invest-

ments. Most VC firms target small and young ventures which usually makes the investments

very risky. The VC firms therefore seek high return-rates on their invested capital to com-

pensate for the risks they take. Common targets are in the likes of a tenfold increase over

a five-to-ten year horizon (Kaplan and Strömberg, 2009). The high levels of uncertainty in

gauging the potential of a newly created venture result in VCs having to conduct extensive

due diligence prior to an investment. Their careful pre-investment evaluation allow them to

1https://techcrunch.com/2016/01/26/sweden-is-a-tech-superstar-from-the-north/ [Accessed: 2017-03-30]
2http://www.almi.se/Almi-Invest/ [Accessed: 2017-05-02]
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increase their chances of reaching their required returns (Petty and Gruber, 2011). Due to

the relatively low proportion of successful investments, a slight increase in probability through

diligent research could have a large impact on the total returns of the fund.

The VC investment process can in general be split into a pre-investment evaluation and post-

investment activities. During the post-investment activities, the VCs support and coach the

ventures during their development (Zider, 1998). The pre-investment evaluation commonly

involves assessment of several factors. According to contemporary research, the evaluation

typically covers four different areas, namely products and services, the market potential, finan-

cial factors and the management team. These are illustrated in the figure 1 below (see e.g.

Smart (1999); MacMillan et al. (1985); Tyebjee and Bruno (1981)). Their individual weighting

in the decision process varies between VCs and their respective importance have been a subject

of much research over the years (e.g. Hall and Hofer (1993); Petty and Gruber (2011)). There

is much ambiguity over their relative importance, and there are arguments to be made for all

cases. Some researchers for instance argue that the product is most important, while others

suggest that the management team is the most significant factor (Sharma, 2015).

Figure 1: Four general criteria that influence the investment decision by VC firms (synthesized by the
authors)

The notion that the management team is the most important component has gained much

momentum in recent years as several researchers have shown that most VCs rank management

as the number one factor when making their investment decision (e.g. Miloud et al. (2012);

Gompers et al. (2016a)). The underlying assumption is that even though the product/service

and the market potential are markedly important for the prospects of a venture, these prospects

have a very slim chance of being realized without a great management team. This notion is in

part derived from the resource-based view (RBV) and the competence-based views. In short,

these views argue that competitive advantage can be traced to the capabilities of the people

involved in the venture. The idea is that the managers may possess qualities and capabilities

that are hard to replicate, which gives them a competitive advantage (Colombo and Grilli,

2005). This is especially true during the earliest phases of a venture, when there may not even

be a product or service that is offered to the market. Then, the management team will be

almost all there is to the venture (Smart, 1999). That is why assessing the management team

2



and its potential has become such a crucial aspect of the due diligence process.

Assessing the management team of a startup, who are oftentimes also the founders of the

venture, involves evaluating several aspects. The individual human capital of the top manage-

ment team (TMT) must be appropriately assessed, as must their interaction. Human capital is

commonly gauged using proxies such as years in schooling or years of relevant work-expeience.

However, these fail to account for many important aspects. For example, synergies derived

from teamwork needs to be accounted for.

Acknowledging the importance of the TMT for the future prospects of a venture leads to

a situation where the assessment of the TMT during the pre-investment evaluation becomes

extremely important. However, there is reason to believe that the practices employed by VCs

to assess the management team can be improved. In a recent study, Swedish VCs stated that

they, in general, do not have as sophisticated and diligent methods for assessing the TMT as

they do for the other aspects of the deal evaluation (Gustafsson and Snögren, 2016).

1.2 Research Problem

Assuming that the TMT is of great importance for the success of early-stage ventures, and

considering the perceived lack of appropriate evaluation practices, we identify a research gap

and a need for further investigation. The issue may in part be due to the complex and intan-

gible nature of assessing human capital, but may also be due to the relative ease of obtaining

tangible data and decision grounds for the other areas of the evaluation process (Smart, 1999).

This apparent difficulty of reviewing intangible aspects has given rise to the opinion that there

is no accurate way of assessing the TMT (Smart, 1999). Some researchers have shown that

VCs in general are not particularly good at assessing people (e.g. Zacharakis and Meyer, 1998).

However, other research has shown that those who have the greatest ability to assess the man-

agement team are rewarded with higher subsequent returns (Smart, 1999).

One way to approach the issue of evaluating the founding team (FT) of a venture is through

increasing the knowledge of what a good management team generally looks like. By analyzing

historically successful FTs, future evaluation processes can hopefully be improved.

Prior to commissioning this project, Almi Invest saw a need to further investigate the role of

the FT in venture creation. Previous research has generally tried to either describe the process

leading up to an investment, or the criteria by which the decision is made (see e.g. Silva (2004)).

However, we have identified a lack of research that digs deeper into the explicit assessment of

the management team as part of the evaluation process. There is research gap concerning the

Swedish startup scene, and in particular the technology sector. Furthermore, because of the

opaque nature of the VC industry, there is a lack of research that investigates how well the

Swedish VC market functions with regards to the post-investment activities conducted by VCs.

Our pre-study revealed several important aspects of running a successful startup. These include

3



the organizational culture and the characteristics of the FT (Smart (1999); Mirvis et al. (2010)).

Thus, we will investigate the FTs and their views as well as their impact on their ventures.

We will investigate their views concerning both the importance, and usage of, notions such as

vision and values. Moreover, because VC-backed ventures are more likely to succeed (Hall and

Hofer, 1993) and because our commissioner is a VC, we will investigate the importance, and

current state, of the relationship between TMTs and investors. These are topics outlined as

important in contemporary literature that we have identified as being under-researched in the

context of the Swedish tech industry.

1.3 Purpose

The purpose of this thesis is twofold. Firstly, we aim to gather knowledge regarding the FTs

of successful Swedish tech startups. This will include their views on team characteristics as

well as on concepts of organizational culture, vision and values. We do this to provide some

understanding of what to look for when evaluating the FT of a newly created venture.

Secondly, we aim to investigate how well the collaboration between external financiers and

entrepreneurs functions with regards to the post-investment activities of VCs and other early

stage investors.

1.4 Research Question

Given our research problem and aforementioned purpose, we have formulated the following

research question to guide our research.

”What patterns can be identified with regards to the characteristics and views

of the founding management teams of successful Swedish tech startups?”

To help us answer this research question we have formulated three sub-questions.

• Which team characteristics are shared among successful founding management teams?

• What are their views on culture, vision and values?

• What are their views on the collaboration with external investors?

1.5 Delimitations

We have delimited our research to only cover Swedish technology ventures. We chose to do so

for several reasons. Firstly, the Swedish startup scene is one of the most prominent in the world

when it comes to developing new technology. The Swedish capital Stockholm has created more

unicorns per capita than any other place in the world3 and received 15 percent of all foreign

investment in the technology sector4. The high number of Swedish tech companies allows us

to gather sufficient data and enables quick and resource-efficient analysis. Secondly, Sweden is

3http://fortune.com/unicorns/[Accessed: 2017-03-28]
4https://techcrunch.com/2016/01/26/sweden-is-a-tech-superstar-from-the-north/ [Accessed: 2017-03-28]
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a good option for practical reasons as we are both based in Stockholm.

We have chosen to include all types of technology ventures in our study as this is a com-

mon categorization used in contemporary literature as well as by our commissioner. We also

want to reduce the potential adverse effects of sample-selection biases which could have im-

pacted the research if we had limited ourselves to only a certain type of technology ventures.

Lastly, it is the wish of our commissioner that we focus on the Swedish technology sector as a

large portion of their investments are made there.

Moreover, we have chosen to delimit this project to cover only successful startups in order

to both increase feasibility and help us build a roadmap of what have worked historically in

the Swedish tech industry. These ventures are inherently easier to find than their failed peers

(our definition of successful is outlined in the methodology section below). In addition, among

successfully launched ventures, we expect to find serial-entrepreneurs who may be able to con-

tribute with additional information as they have been involved in several ventures, perhaps

also including some that were unsuccessful.

We have chosen to focus on the earlier stages of a venture’s life-cycle. More in depth, we

will look mostly at the seed and Series A financing rounds (see the following chapter for further

information on funding stages). We will retain knowledge regarding later stages as well since

we are conducting interviews with entrepreneurs whom have survived the earlier stages, but

we delimit this study to mainly be applicable to the earliest stages.

We will only cover the areas outlined in our research questions. That is, we will focus on

team composition and characteristics as well as the views of successful tech entrepreneurs

regarding notions such as culture, vision and values. This delimitation is chosen as we are

interested in finding common views that may be over-represented (and thus easier to deduce)

among successful startups, rather than startups in general. In addition, we will focus on the

collaboration between active investors and entrepreneurs, thus not considering either passive

investors or non equity-holding investors. As such, debt financing has been excluded from this

thesis project. The main reason for this delimitation is because our commissioner is a VC

which makes it more valuable for them if we for instance investigating the cooperation between

active investors and ventures regarding the active post-investment support that is the hallmark

of VCs. In addition, we will conduct our analysis with an inside-out perspective where we

follow the guidelines of the RBV and assume that competitive power comes, to an extent, from

within the company. We chose this approach as we investigate the cases from the view of the

founders, rather than from an industrial perspective.

Due to high individual variation, we will not be investigating the requirements on human

capital, or the exact nature of notions such as ”cultural fit”. We will settle for discussing the

expected effects of having an appropriate mix. For example, we will discuss the effects of spe-

cialized human capital, but will not investigate the constituents as this will vary a lot between

ventures. There is a high degree of variation inherent in the topics of this study and how they
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relate to individual startups. Thus, we cannot go further than to propose the beneficial or

adverse effects of having a good or poor match with a particular venture.

Finally, this thesis has been delimited to emphasize the effects of cohesion and culture on

FT performance in the role of TMT. We have focused on how the culture is built and where it

comes from as well as how to form it. We acknowledge the distinction between FT and TMT,

but note that they are in many cases the same persons. The FT is likely the TMT during

the initial phases, and these are used interchangeably in contemporary research. We will look

mostly to the FTs in our investigation, but much of the discussion is related to the FTs in their

role as top managers.

1.6 Expected Contribution

Through this research, we expect to contribute to the academic literature on entrepreneurship

regarding the composition and characteristics of the FTs for Swedish tech startups. We also

aim to contribute with a written account of historically successful FTs.

In addition, we expect to contribute to the management literature by giving a detailed ac-

count of, as well as empirical data on, how leading managers of tech startups in Sweden view

important phenomena such as organizational culture and vision.

Through an increased understanding of the appropriate characteristics of an FT, accuracy

of assessment may be increased. By extension, portfolio returns may increase. If portfolio

returns increase, the business climate for aspiring entrepreneurs might be improved as there

could be more capital available for investment.

Finally, we expect to contribute to the finance literature by offering empirical data describing

the relationship between external investors and entrepreneurs and how well their cooperation is

functioning in practice. Theory suggests how important it is for society, and we aim to provide

some empirical knowledge of any potential inefficiencies. Finally, with the Swedish tech star-

tups scene being so under-researched, we aim to contribute by formulating some guiding notes

for interesting topics of investigation for future researchers with regards to the collaboration

with investors.
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2 Overview of Venture Capital

This chapter gives a brief introduction and overview of VCs as well as their investment process

and post investment activities. We briefly discuss the effects VC funding has for the ventures,

society and the VC firm itself. Readers familiar with the VC industry may skip this chapter

and move on to the subsequent chapter where we outline our theoretical framework.

2.1 Introduction to VCs

VCs are professional investors who invest in small, new firms hereafter referred to as ”startups”.

VCs offer financing from their fund to ventures in exchange for an equity stake and will often

take a seat on the board of directors (Kaplan and Strömberg (2003); Fried (2006)). These

private equity investments are conducted with the goal to generate a competitive return for the

investors. VCs invest in various industries, with some of the most prominent being biotechnol-

ogy and software at the time of this project5. It is common that VCs specialize on a specific

industry and focus on their area of expertise. In general, VCs operate as part of a VC firm,

where several VCs work together in managing the various funds of the firm. VC firms are com-

panies, while VCs are individuals, sometimes acting as the manager of a research/investment

team (Petty and Gruber, 2011).

The VC firm serve as the general or managing partner for the VC fund. As general partner,

they use the money provided by mainly the limited partners to invest in portfolio companies.

An overview of a fund-structure is outlined below and was presented by Sahlman (1990).

Figure 2: Overview of the VC fund-structure, adopted from Sahlman (1990)

The investors that provide capital to the VC funds are typically institutional investors such as

pension funds or insurance companies, as well as financial endowments and pooled investment

5https://www.weforum.org/agenda/2017/02/these-are-the-industries-attracting-the-most-venture-capital/
[Accessed: 2017-05-21]
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vehicles. Furthermore, high net worth individuals as well as governments can in some cases also

provide capital to the VC firm6. The underlying assumption is that over time, the investments

in VC firms should render higher returns than for instance the pension funds themselves. The

logic behind this is that the VC firms invests in much riskier ventures, which should result

in larger returns over time. Moreover, besides increasing risk and returns, investments in VC

firms can serve as a diversification tool for the institutional investors as VC returns often are

rather uncorrelated with returns from other typical investment classes such as securities and

derivatives (Korteweg and Nagel, 2016).

VCs differ from other providers of capital in that they generally take on a more active role

in the development of their portfolio companies compared to banks or Business Angels (BAs),

which are other common financiers of small startups (Hellmann and Puri, 2000). VCs are

typically more closely connected to their investees and in addition to monitoring the activities

of their portfolio companies, they provide support and governance (Hellmann and Puri, 2000).

This makes them different from most other types of investors who are generally not as actively

involved in their investments. The VC firm is similar to a Private Equity (PE) firm, but differ

in that VCs typically target smaller and younger ventures (Kaplan and Strömberg, 2009).

2.2 Funding Stages

Startups can be divided into various maturity-stages depending on how far they have come

with regards to, for example, profitability or number of active customers. Because of this,

many investors have specialized in investing only in companies whom are within a certain

”stage” in their development. For example, a startups typical first funding comes from friends

and family, and to a certain extent from crowdfunding. This usually takes place when the

startup is early in its development phase and has none or little revenue. The funding could for

instance be used to launch a prototype or secure a patent. BAs enter later in the stage, and

VCs, as we know them, follow accordingly (Macht and Weatherston, 2014). Many VC firms

also operate with focus on a particular startup phase, and these categorizations are usually

referred to as seed capital, series A, series B and series C (Gorman and Sahlman, 1989). These

are explained briefly in the figure below.

6http://agilevc.com/blog/2014/10/29/where-do-venture-capital-dollars-actually-come-from/ [Accessed:
2017-04-21]
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Figure 3: Categorization of funding stages, adapted from Gompers and Lerner (2004) and Macht and
Weatherston (2014)

2.3 The VC Investment Process

The VC investment process can be split into two distinct phases, the pre-investment phase and

the post-investment phase. We will elaborate on this distinction in the sections that follow.

Much previous research have been dedicated to the pre-investment phase, and that literature

can be separated into two different streams. According to Silva (2004), most studies conducted

prior to 2004 can be placed firmly in either the stream of ”processual research” or ”criteria

research”, even though some have attempted to cover them both. A few researchers have opted

to include a third perspective, which deals with the biases that influence these processes. These

are derived from the behavioural biases of the VCs conducting the evaluation (Silva, 2004).

Even though there is no exact model for how VCs conduct their investment process, Tyebjee

and Bruno (1984) created a framework that has been well used by academics and practitioners

alike. The first four steps in the figure below concerns the pre-investment process which are

then followed by the post-investment activities.

Figure 4: Investment process according to Tyebjee and Bruno (1984)
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2.3.1 The Pre-Investment Phase

The first main topic of research, which Silva (2004) calls “processual research”, deals with the

actual process that takes place from the moment when a VC discovers a potential deal. The

processual research details how deals are brought to the attention of the VC and how they

proceed through their pre-investment phase up until the deal is closed and funding occurs.

Numerous researchers have attempted to describe how the process takes place by separating

the various activities that take place prior to a deal being struck. These can be gauged in e.g.

Hall and Hofer (1993).

The VC investment process is described in various ways but the models seem to agree to

the extent that once a potential investment is discovered, an initial screening follows (Tyebjee

and Bruno (1984); Fried and Hisrich (1994)). During the screening, the VC makes a brief as-

sessment of the opportunity at hand. Should the potential investment survive screening, be it

firm-specific or conducted using general criteria, a deeper evaluation will commence (Fried and

Hisrich, 1994). During the evaluation phase, the VC might conduct a deeper analysis of the

business proposal, have a meeting with the founders, and compare their proposed forecasts with

similar forecasts by third-party sources (Fried and Hisrich, 1994). When the deeper evaluation

is completed, the deal-structuring phase, or closing phase, finalizes the agreement. During this

final phase, the specifics of the agreement are negotiated and outlined before the contracts are

signed. When the deal has been sealed, the pre-investment phase ends, and with the transfer

of funds, the post-investment stage begins.

Decision Criteria

The other main topic, named “criteria research” by Silva (2004), investigates the evaluation

criteria that VCs use when screening for potential investments and when evaluating a potential

investee. Several researchers have investigated this (e.g. Zacharakis and Meyer (1998); Silva

(2004); Franke et al. (2008)). Most of these researchers seem to support the idea that there are

four different areas of investigation that the VC will evaluate prior to making an investment.

These areas are investigated either on a continuous basis or during a certain stage of the process

mentioned above, but it varies from VC to VC.

The four general areas covered by VCs during their evaluation of a potential investment are

the market, the product/service, the management and the financial aspects. Contemporary

literature, as described by Petty and Gruber (2011), states that there are several sub-areas

within these categories that VCs look for. With regards to the market potential, VCs seek

market opportunities of considerable size within markets that show a high growth rate. High

market growth implies opportunity for high revenue growth, which should lead to high value for

the portfolio company and thus high returns to the investors. The product/service should be

innovative, have a distinct competitive advantage and be highly demanded by the customers.

In addition, the product/service should come with some kind of proprietary protection through

intellectual property rights (Petty and Gruber, 2011).
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When it comes to the management of a potential investment, VCs often look for industry

experience and mixed educational background in terms of engineering and management exper-

tise. This notion is backed by several research teams such as Petty and Gruber (2011) and

Franke et al. (2008). Finally, the financial potential must be evaluated to ensure that the

potential returns are high enough to compensate for the risks and meet the absolute return

deemed necessary. Should the absolute return-potential be too low, it would not be wise to

allocate time and effort to that opportunity (Fried and Hisrich, 1994).

It is worth pointing out that there are various researchers whom through empirical studies

have found that VCs do not emphasize the team behind a startup more than other factors.

Hall and Hofer (1993) for example found that during the initial screening, the management is

barely assessed. One might consider this natural, as the assessment of a person is much more

complicated and likely requires more time as well as effort than analyzing a business plan. An

initial, brief assessment is unlikely to yield any satisfactory results when gauging something

as complicated as another human being, or the TMT. Thus, the assessment of management is

most likely better suited during the subsequent in-depth evaluation phase.

Assessing Management

There are many ways to assess the TMT of a startup, and there seems to be a large variety

of both methods employed and attributes sought after by VCs. Some examples of attributes

that VCs would like to see in the managers of a potential investee are personal integrity, a

good track record, high work-ethic, flexibility, and a good understanding of the business. In

addition, the managers must be able to lead their team both through good times and when

under pressure (Petty and Gruber, 2011).

It is important to distinguish between what VCs look for in the management team of a poten-

tial portfolio company and what researchers have found to positively influence the success of

a startup. There is a large individual variance when it comes to what a VC looks for. Each

VC have their own preferences and their own ideas about what works and what does not.

In addition, because each VC have different work methods and ways of operating, there is

some variance in the set of attributes that can be considered ideal. They will depend on the

preferences and activities of the VC in question. There are variations in the assessment of man-

agement that depend on the level of experience of the VC (Franke et al., 2008). Experienced

VCs tend to look for team cohesion rather than individual qualifications, while inexperienced

VCs tend to look for tangible qualifications that are found on the resume of the founders

(Franke et al., 2008). With time, the VC develops an intuition and ”gut feel” for what works

and what does not. However, a recent study found that 100 percent of interviewed Swedish

VCs allow their gut feeling to influence their decision (Osataphan, 2014). The gut feeling was

relied on when assessing whether the entrepreneur had good drive and high ambitions.

There are some instances in which researchers and practitioners seem to disagree. In a study

conducted by Colombo and Grilli (2005), technological experience was underweighted in the

decision-making by VCs in comparison with its apparent effect on the chances of survival for
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a venture. Academic education was, on the other hand, given too much merit by VCs in com-

parison to the researcher’s estimation of its importance for the chances of survival. A plausible

explanation is that the individual evaluation conducted by practicing VCs varies a lot and is

influenced by their previous experiences of what has worked for them historically. This seems

to be the case, according to other researchers such as Franke et al. (2008).

Heterogeneous backgrounds are preferred because individual competencies and characteristics

are subject to trade-offs. If everyone in the team has managerial experience, then there is likely

not as much technological expertise as there could be (Franke et al., 2008). This may be a rea-

son for why VCs prefer to invest in heterogeneous teams (Kakarika, 2013). In many cases, both

managerial and technological experience can come together, but a more general background is

by default less specialized. There is also the notion that not all team members need leadership

experience, but that it is preferable that at least some of them doe. In particular, VCs would

like to see leadership experience in the lead entrepreneur (Zacharakis and Shepherd, 2005).

The same goes for education, where Colombo and Grilli (2005) discovered that university level

education is found important by assessing VCs. Another interesting finding of theirs is that the

chances of success for a venture seems to decline once the academic education of the founders

exceed the Master’s level and enter PhD territory.

Biases in Decisions

A different topic of research concerns the biases that influence decision-making on part of

the VC during the evaluation. In a series of studies, Andrew Zacharakis investigate how

VC decision-making is being distorted by various psychological biases (Zacharakis and Meyer,

1998). Research in cognitive psychology suggests that people are poor at introspecting, which

can cause problems as most studies on VC decision making uses post-hoc methods that require

the interviewees to accurately remember and relate their own decision process. The influence of

biases is further increased as VCs base their decisions on intuition (Zacharakis and Shepherd,

2005).

Other studies have suggested that VCs may be more informed than other investors due to their

extensive research and due diligence efforts (Colombo and Grilli, 2010). Thus, they are likely

to have a better understanding than most investors, but obviously not a perfect understanding.

In the follow-up studies, Zacharakis shows that an actuarial decision model can improve the

decision-making of VCs during their screening phase (Zacharakis and Meyer (2000); Zacharakis

and Shepherd (2005)). In their studies, they utilize ”Social Judgment Theory” and its consid-

erations of how people cannot assess real information, but rather perceive information through

their individual ”lens”. An actuarial model breaks down the object into various categories and

evaluates each part separately. This is how the screening and evaluation phase is conducted by

VCs (Zacharakis and Meyer, 2000). They also find that decision-making, accuracy and fund

returns may be improved through the usage of an actuarial decision model.

Finally, Zacharakis and Shepherd (2005) find their study that VCs decision policies are non-

additive and that a non-additive decision-aid can improve decision accuracy. In short, VCs rely
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too much on their intuition and could improve their assessment process by using tools derived

from common practices. The evaluation seems to depend on the context. For instance, if the

venture market is large, they will value leadership experience on part of the lead entrepreneur

very highly. In conclusion, the series of studies show that VCs may improve their accuracy of

assessment by using a decision-aid model. Only 24 percent of VCs used some sort of factor

checklist to monitor decisions in real-time and the researchers suggest that through imple-

menting a decision-aiding tool the accuracy and fund returns can be improved (Zacharakis and

Meyer, 2000).

2.3.2 The Principal - Agent Problem

One of the most commonly identified risks by VCs during the investment evaluation is the

management risk (Kaplan and Strömberg, 2001). The management risk is often materialized

as concerns that the founders are, as a team, incomplete. The VC will often identify some way

that the FT can be complemented. The perceived management risk have a large impact on the

contractual structure in the later deal structuring-phase. The higher the perceived risk of the

venture as a whole, the lower the valuation and the more expensive the capital provided. In

addition, if the risk is perceived as high, the VC will retain more control of the venture (Kaplan

and Strömberg, 2001). The amount of funding is correlated with the level of influence that the

VC receives (Bonini et al., 2012) .

It is rather problematic that the management risk, and thus risk in general, is so difficult

to estimate. The lack of transparency exacerbates the so called principal-agent problem. The

issue is derived from agency theory, which considers the potential problems of having an agent

acting for a principal when there is lack of transparency. The principal-agent problem relates

to the potential conflicts of interest that may arise between the investor and the entrepreneur

(Reid, 1996).

The conflict may in part be derived from the notion that VCs strive to maximize their fund

returns, while the entrepreneur may be looking for something else, such as starting a family

business or keeping the business on a smaller scale (Fried, 2006). The VC has an obligation to

the limited partners, but the entrepreneur may not recognize this to the same extent. A VC

may also favor an exit of some sorts over a long-lived business enterprise, which could be the

goal of the entrepreneur. However, if the entrepreneur wishes to keep the scale of the busi-

ness smaller, they are unlikely to approach VCs for financing as there are more suitable options.

According to Smart (1999), many VCs are disappointed by weak management that they failed

to identify during their due diligence process. There are several ways for the VC to mitigate

these risks. Some examples are through the allocation of cash flow rights, board rights, voting

rights and control rights (Kaplan and Strömberg (2003); Fried (2006)). By using financial

incentives and disincentives, the VC can align the interests of the entrepreneur with their own

(Kaplan and Strömberg, 2003). However, the consequences are that the cost of financing is

increased, both through harder negotiated funding deals, but also in the form of giving up more
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control than might be necessary or optimal.

Reducing the principal – agent problem and the associated agency costs is important because it

could increase the supply of capital for small ventures. Financial economists argue that capital

market imperfections make it unnecessarily hard for small ventures to secure funding. This

lack of funds hinder growth and threatens survival (Colombo and Grilli, 2005).

2.3.3 The Post-Investment Phase

Whilst there is an abundance of research investigating the pre-investment activities of VCs,

there is much less material available that concerns the post-investment activities. One reason

for this could be the lack of transparency and high degree of secrecy exercised by the VCs

regarding their preferred way of conducting their business. An alternative explanation is that

the post-investment activities in large resemble those of any business manager or executive.

However, Knockaert and Vanacker (2013) suggest that there is a relationship between the se-

lection behaviour of VCs during the pre-investment stage and their post-investment behaviour.

VCs that intend to be highly involved focus less on the management when conducting their

evaluation. The reason for this relationship is that if the VC intends to be less involved with

the venture, then the management team needs to be more autonomous. On the same note,

if the VC intends to be involved to a large extent, then they can help out the management

more, reducing the importance of the team-component during the pre-investment assessment

(Knockaert and Vanacker, 2013).

Although VCs are generally considered to be active investors, the level of involvement varies

from VC to VC and is largely dependent on the amount of time that the VC can spare as

well as their preferred way of operating. The various kinds of VCs have been researched and

classified by Smart (1999). He finds that there is a large variance in the activity of VCs and

that this is connected to their fund returns.

It is rather common that the VC takes a seat in the board of their portfolio companies. This

is done to monitor and control the venture (Kaplan and Strömberg, 2003). One of the many

roles the board has for a venture is the service role (Knockaert et al., 2015). The board is an

important link to the external environment and provide networks, advice, and information to

the venture. This function is extra important for new ventures, where top management are

likely to lack managerial experience (Bjornali et al., 2016). This means that the board may be

able to help the venture through ensuring that the positive effects of diversity can be obtained

through heightened cohesion. As VCs often take a place in the board, they offer an excellent

opportunity to ensure cohesion, and by extension, effectiveness of the entrepreneurial TMT.

The service role is most important during the early stages of a venture, and as time goes by

and cohesion improves, the board no longer needs to mediate relations among the management

team (Bjornali et al., 2016). There is also some evidence that suggests that board involvement

is reduced as the size of the TMT increases, supposedly over time (Knockaert et al., 2015).
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2.4 The Benefits of VC Funding

Investments from a VC brings several effects for the company that receives the funding, but

also for the investors as well as society in general.

2.4.1 For the Venture

For the portfolio company, obtaining external financing from a VC comes with several ben-

efits. There is ample evidence that VC-backed firms are more successful and have a higher

survival rate than other firms (e.g. Davis and Stetson (1985); Colombo and Grilli (2010)).

Two potential explanations as to why VC-backed ventures are more successful are proposed by

Colombo and Grilli (2010). Firstly, the strategic advice and operational support provided by

the VC is likely to increase the operational performance and thus the chance for success. In the

literature, this is called the coaching function of a VC (Fried and Hisrich, 1994). Through their

operational support, the VC complements the incumbent management with the knowledge and

competencies they require to increase performance. It seems logical that coaching is a plausible

cause for increased operational performance.

Another possible explanation for the increase in survival-rate for venture-backed firms is derived

from the scouting role of VC firms. The scouting role of a VC means that since they deploy a

large amount of effort into due diligence and screening, the VC firm may identify the firms with

the brightest prospects (Colombo and Grilli, 2010). Thus, the increase in survival-rate may

in part be caused by a sample-selection bias derived from the screening capabilities of the VC

firm. These two effects are probably both responsible for the elevated success-rate. Another

important function provided by the VCs is that they gather information about companies,

but also for those companies, as a mean through which they can provide advice and support

(Hellmann and Puri, 2002).

Finally, the VC serves as a certification for outside stakeholders and could be utilized in for

example negotiations (Hellmann and Puri, 2000). It is worth mentioning that a third possible

explanation is that if VC-backed ventures have turned to VCs as a last resort, the mere capital

injection may be the deciding factor that allowed them to survive.

2.4.2 For Society

For society in general, the benefits of VCs are provided by extension of their firm-level benefits.

Through increasing the survival rate of new ventures, they can selectively help push products

to the market. VC-backed firms have a shorter time to market than other firms and through

providing small ventures with expertise and capital they are an important contributor to growth

(Hellmann and Puri (2000); Fried (2006)). In addition, much of the funds managed by VCs

are provided by pension funds, which means that if VCs make good returns, pensions for the

general public are more likely to be paid out. This is an important contribution, as pension

funds are suffering from lower yields due to historically low interest rates around the world

(Authers and Wigglesworth, 2016). In addition, as VCs help push products to the market and
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help spur innovation, they can help improve living standards through improved technology and

job opportunities in their portfolio companies and their respective value-chains.
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3 Theory and Literature Review

This section covers the theory and literature not related to venture capital explicitly. It includes

theories regarding individual and team characteristics as well as organizational culture.

In order to accurately analyze our empirical data, we have constructed a theoretical framework

to help us view our findings. The framework consists of three different areas, as presented in the

figure below. We begin with theory covering individual characteristics related to entrepreneur-

ship. We then zoom out and look at how these characteristics interplay in a team-setting.

Finally, we look at cultural aspects to deduce how the team- and individual characteristics

interact when put into the context of an organization.

Figure 5: Overview of our Theoretical Framework

3.1 Individual Characteristics

The individuals behind an entrepreneurial venture is of great importance for its future devel-

opment. According to contemporary literature, the human capital of the founders is a good

way to gauge the future prospects of a firm (Wright et al., 2007). This section deals with some

of the aspects that make up the individual attributes used to explain entrepreneurial success,

namely human capital, social capital, and alliance capital.

3.1.1 Human Capital

The notion of human capital has been the subject of much research. There are several defini-

tions to find, and many researchers have attempted to describe it. Human capital is often used

to refer to the stored value of knowledge and skills of the workforce in question (Smart, 1999).

It is hard to define, and even harder to evaluate. Some researchers and practitioners claim that
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it is actually not possible to assess properly, and consequently disregard its potential effects

(Smart, 1999). Others consider human capital as something that can be assessed properly and

exploited accordingly. The competence based view, which is a part of the RBV, suggests that

firms are bundles of unique, hard-to-imitate capabilities (Colombo and Grilli, 2005). The firms

capabilities are derived from the capabilities of its founders and managers and thus the human

capital of the FT influences the capabilities of the firm (Colombo and Grilli, 2005). There is

some evidence that the human capital of the founders is even more important for technology

ventures than for other, more classical ventures (Wright et al., 2007).

Human capital is commonly defined as, and improved by, the sum of education, experiences,

and skills (Gimmon and Levie, 2010). In addition, because their relevance is largely contex-

tual, human capital is commonly split into general human capital and specific human capital

(Colombo and Grilli, 2005). The specific human capital is the portion of human capital con-

tained in an individual that is directly applicable to the situation at hand. Industry experience,

sector experience and related education would classify as specific human capital with regards to

starting an entrepreneurial venture (Colombo and Grilli, 2005). It would seem appropriate to

place managerial or entrepreneurial experience in the general human capital portion. In short,

general human capital is applicable over many different situations while specific human capital

is only applicable in the current situation (Gimmon and Levie, 2010).

Erikson and Nerdrum (2001) take the notion of human capital one step further and intro-

duce entrepreneurial capital. They propose that entrepreneurial capital is a special case of

human capital and describe it as three function-specific criteria. Opportunity exploitation is

the ability to recognize inefficiencies or the capacity to combine inputs into new outputs. In

addition, the entrepreneur needs to be able to combine and co-ordinate resources appropriately

and have the capacity and grit required to see their endeavors through. These findings res-

onate well with the research conducted by Shrader and Siegel (2007), who found that it is very

important that the strategy of a venture fits the experiences of its founders. In essence, the

entrepreneurs must choose a strategy that corresponds to the human capital they possess, in

order to execute it efficiently.

The RBV, and the reasoning outlined above, can be contrasted to the Competing Forces Ap-

proach (CFA), which was the dominant theory for analyzing competitive power before the RBV

came around (Akio, 2005). The CFA presents a valid approach to analyzing the competitive

power of a venture, but due to time- and resource- constraints, we have chosen to focus on the

RBV and its corresponding views on competitive power. The main difference is that the CFA

takes an outside-in perspective on competitive power where the venture in question is analyzed

as a part of its industry. Competitive power is attained through strategic positioning in the

value chain where the firm has a competitive advantage over competitors. The CFA is often

used to analyze a venture through Porters ”Five Forces-model” (Akio, 2005). The model, first

proposed by Porter (1980) is a great tool for analyzing the competitive position of a venture,

but takes the aforementioned outside-in approach, and as such has been left out of this thesis.
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3.1.2 Social and Alliance Capital

Social Capital is a notion that measures the social ties of an individual. Social capital concerns

who one knows or what connections one has (Maschke and Knyphausen-Aufsess, 2012). It

comes from interactions and social activities and consists of trust and sympathy. By extension,

the social capital of an entrepreneurial venture is the aggregated social capital of the individ-

uals comprising the firm (Maschke and Knyphausen-Aufsess, 2012). Social capital can come

from prior involvement in an entrepreneurial community, professional experiences, or friend-

ships (Hsu (2007); Adler and Kwon (2002)). If the founders have different backgrounds, it is

likely that they have non-redundant social contacts. These contacts make up a social network

that they may leverage to their benefit (Kakarika, 2013). Social capital can also be used as a

means of gaining legitimacy for ones’ business (Packalen, 2007). Beckman et al. (2007) found

that higher levels of social capital, just as higher levels of human capital, have a positive effect

on the likelihood of attracting capital as well as going public.

Closely connected to social capital is the notion of Alliance capital (Baum and Silverman,

2004). Alliance capital, in terms of ties with other firms, is beneficial to new ventures as it

allows for the venture to obtain the resources and the access that they need (Baum and Silver-

man, 2004). External endorsements and access can mitigate the liabilities that new ventures

face due to their limited size and recognition (Baum and Silverman, 2004). Entrepreneurs have

reported that they have had an easier time gaining access to external resources after establish-

ing commercial alliances, oftentimes through a VC (Bertoni et al., 2011).

There seems to be evidence that higher human capital increase the survival rates of new ven-

tures as well as their growth (Gimmon and Levie (2010); Colombo and Grilli (2010)). However,

in one study, Colombo and Grilli (2009) find that the human capital of the founders is impor-

tant only up to the point where they receive VC funding. The reason seems to be that once

financing is secured from a VC, they can provide the venture with support and strategic guid-

ance that substitutes the human capital of the founders. The benefits of human capital is still

needed, but as they may be provided by the VC, they are no longer necessary to maintain

within the TMT. Of course, one can assume that it is still preferable per the discussion above

concerning the time-constraints of VCs.

3.2 Team Characteristics

For firms with more than one founder, another dimension of human capital must be taken

into account. Within a venture, skills and competencies are to an extent shared among the

members of the team. This means that the total requirements of human capital may be split

over the individuals involved. There are synergies to be exploited by ensuring heterogeneity

among the founders in terms of their human capital or functional backgrounds (Beckman et al.

(2007); Kakarika (2013)). In accordance with the preferences of VCs, as described by Franke

et al. (2008), heterogeneous backgrounds seem to increase the chances of success. In addition,

there seem to be synergies to gain from having disparate backgrounds as ventures with more

than one founder seem to be more successful (Beckman et al., 2007).
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3.2.1 Team Heterogeneity

Team heterogeneity means that the individuals within the team are different from one another

with regards to the characteristics of their human capital. When setting up a team for a new

venture creation, it is not only the levels of human capital that matter, but also how it varies

across the members of the team (Kaiser and Müller, 2015). Creating the right mix of people

is key for success and this means making sure that there is adequate team heterogeneity in

place (Kakarika, 2013). Having heterogeneity of resources within the startup team supposedly

increases probability of success (Muños-Bullon et al., 2015). Ventures founded by teams may

have better chances of success, and it seems reasonable to assume that this is at least in part

determined by the level of heterogeneity within the team. The less heterogeneity, or more

homogeneity, that exists in a team, the more redundancies in terms of skills and competencies

will be present. Two persons with identical backgrounds are likely more productive together

than they each would have been on their own, but it seems reasonable to expect that they could

further increase their productivity if they have some variation in their human capital (Kaiser

and Müller, 2015).

Startup teams tend to be more homogeneous than other teams (de Mol et al. (2015); Kaiser

and Müller (2015); Bjornali et al. (2016)). While homogeneity may be the best setup for con-

ducting routine problem-solving, it is ill suited for the complex and novel problems that tech

startup teams often face (Murray, 1989). Under such conditions, a higher level of heterogeneity

is preferred (Carpenter, 2002). This ability is also called the cognitive comprehensiveness of

the team, and concerns their ability to make innovative and complex decisions. It has been

found to be positively related to sales growth (Chowdhury, 2005). There are two possible ex-

planations for the increased homogeneity in startup teams, which are suggested by Cognitive

Theory and Social Network Theory respectively (Kaiser and Müller, 2015).

Cognitive theory propose that the homogeneity is the result of FT-members recruiting in-

dividuals who are them alike. The homogeneous recruiting is an effect of self-serving attributes

and over-optimism (Kaiser and Müller, 2015). Social network theory suggests that the homo-

geneity arise as a result of the limited access to co-founders that entrepreneurs face when in

their earliest phase (Kaiser and Müller, 2015). Both these explanations are plausible and should

be taken into account when considering heterogeneity among startup ventures. It can be noted

that if limited access is the source of homogeneity, and by extension limiting the potential of

the venture, then external parties such as VCs could work actively towards expanding the pool

of potential candidates among promising startup teams.

3.2.2 Team Diversity

Kakarika (2013) suggests that entrepreneurs need to consider three key dimensions of diversity;

Diversity of Opinion, Diversity of Expertise, and Diversity of Power. Diversity of Opinion

consists of differences in attitudes, values, and beliefs about goals and processes such as where

to seek funding as well as how and if to scale the business. A medium amount of diversity

when it comes to opinions seem to be preferable as both too high and too low a level may be
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detrimental to performance. Too much diversity of opinion result in conflicts or reduces effec-

tiveness, and too little diversity of opinions leads to obscuring alternatives and lock-in effects

(Beckman et al., 2007).

Diversity of Expertise is the variation of the levels as well as fields of education, functional

background and entrepreneurial experience. Having varied educations and functional back-

grounds seem to be mostly beneficial for the venture (Kakarika (2013); Beckman and Burton

(2008); Carpenter (2002)). This theme is quite frequently mentioned in the literature we re-

viewed, and from this we gather that there is a lot of merit to the notion that having disparate

expertise present in the management team increase the chances of success.

Diversity of Power describes the concentration or distribution of power and resources among

the members. High diversity of power could be detrimental to performance as inequality may

trigger feelings of injustice and could lower motivation (Kakarika, 2013).

There are other types of diversity that are likely to affect the venture such as age, ethnic-

ity and gender. However, for the purpose of this thesis, we will only consider the aspects

outlined above. The reason for this is that they are considered by other researchers to be

influential to entrepreneurial success.

There are two rather contradicting views on how heterogeneity and diversity affect teamwork

outline in the literature. These are called the conflict view and the knowledge complementary

view (Kakarika, 2013). The Conflict View argues that team diversity will influence team per-

formance negatively because increased diversity brings disagreements and conflicts (Kakarika,

2013). Within the venture, polarized subgroups may arise which will make consensus hard to

reach. This is a big problem as 61 percent of VCs expect team-problems to occur in their

portfolio companies (Kaplan and Strömberg, 2009), and almost 65 percent of startup failures

are partly due to interpersonal tensions in the team (Gorman and Sahlman, 1989).

The Knowledge Complementary view suggests that team diversity is beneficial to performance

because skills and knowledge of the team-members complement each other. This argument

is supported by other research we have read as well. (see e.g. Colombo and Grilli (2005);

de Mol et al. (2015)). This view is consistent with a systems thinking approach which ar-

gues that the whole is larger than the sum of its parts (Kakarika, 2013). With other aspects

taken into account such as the facilitating effect of team cohesion outlined below, the legiti-

mate conclusion seems to be that diversity increases conflict, but the context and nature as

well as severity of said conflict determine whether it is beneficial or detrimental to performance.

To summarize, in order to build a good team, Kakarika (2013) claims that it is beneficial

to strive for moderate diversity of opinion, which enables constructive debate and brainstorm-

ing. Further, a high diversity of expertise is preferred to enable many different views and

opinions to be part of the discussions. Finally, low diversity of power is preferable to ensure

high motivation. Typically, this would mean offering incentives to everyone in the team, rather
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than just some of them. It is important to ensure that the full team is on board and on target

to accomplish the desired goals. Diversity may be both beneficial and detrimental depending

on the context, but it seems as though in general, the benefits of team diversity outweigh the

drawbacks (Beckman et al., 2007). At least in the context of a tech startup.

3.2.3 Team Effectiveness and Performance

Team effectiveness, or team performance, is a highly interesting notion to investigate. However,

there are numerous ways to gauge and define performance, and the right metric is oftentimes

dependent on the context.

Upper Echelon Theory assumes that organizational outcomes is a function of the key char-

acteristics of its TMT (Bjornali et al., 2016). This may be even more true for entrepreneurial

ventures as the TMT oftentimes constitutes the entire workforce during the initial phases (Bjor-

nali et al., 2016). The individual characteristics of the TMT cause them to interpret situations

in certain ways, which guides their decision-making and thus influences performance (Carpen-

ter et al., 2004). Unfortunately, the decision-making and information-processing of the TMT is

obstructed by time- and capability-constraints. In accordance with the Attention-Based View,

one cannot focus on everything at once, which means that decision-making is influenced by the

context of the situation (Bjornali et al., 2016). Under the assumption that focus and attention

is limited, the ability to prioritize become invaluable. The performance of a venture will not

only be subject to the capability-constraints of the people involved, but also to their ability to

prioritize. The effectiveness of the TMT will therefore quite heavily influence the performance

of the venture (Carpenter et al., 2004).

Maschke and Knyphausen-Aufsess (2012) suggest several ways through which the TMT in-

fluences the performance of an entrepreneurial venture. Some of these themes are outlined and

put into the context of other contemporary research in the sections that follow.

Team demographics influence ventures in several ways. First off, the size of the team is im-

portant and although larger teams may spur more potential conflicts, there seems to be a

positive correlation between team-size and performance (Maschke and Knyphausen-Aufsess,

2012). Size in combination with heterogeneity allows for a broader array of perspectives and

views to be present among the members. A broader range of education, knowledge and skill-

sets increase heterogeneity (Chaganti et al., 2008). In addition, varied functional experience is

likely an indication of functional diversity, which is likely to improve performance (Eisenhardt

and Schoonhoven, 1990), and attract investors (Beckman et al., 2007). There is also research

indicating that the demographics of the TMT is of great importance to organizational strategy

and performance (Beckman and Burton, 2008).

The leadership style of the team is an important influence on performance because in a

smaller and newer venture, there is likely less organizational structures and less organized work-

processes. Instead, these structures are provided by the TMT as they guide the employees.
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There are several styles of leadership, but one way to separate them is between empowering

leadership and directive leadership (Maschke and Knyphausen-Aufsess (2012); Pearce et al.

(2003)).

Empowering leadership is leadership through motivating, encouraging and supporting. It pro-

motes independent behaviour and self-leadership as well as team potency and self-efficacy

(Maschke and Knyphausen-Aufsess, 2012). This type of leadership is often preferred in en-

trepreneurial ventures as it helps to keep up spirits, motivations and commitment, all of which

are crucial for success in a startup (Ensley et al., 2013). One possible downside of empowering

leadership is that lack of coordination and structure may lead to low efficiency which endan-

gers performance. A shared vision and clearly defined goals are often necessary to coordinate

diverse teams (Pearce et al., 2003).

Directive leadership is more appropriate for reaching goals that are clearly defined (Pearce

et al., 2003). However, the directive leadership-style has received a lot of criticism as in-

structions, commands, and assignment of non-negotiable goals and tasks may be disruptive

to performance (Maschke and Knyphausen-Aufsess, 2012). Directive leadership can suppress

creativity and motivation if alternative views and perspectives are not promoted or tolerated

(Hmieleski and Ensley, 2007). As of late, empowering leadership has been the most appreciated

style, while directive leadership was more common in earlier times. In the dynamic environ-

ment of a tech startup, an empowering leadership style is, as previously mentioned, likely to

be most appropriate (Maschke and Knyphausen-Aufsess, 2012).

When assembling a team to launch a venture, one should keep in mind that the turnover

of members may affect performance. Replacing managers can, apart from being costly, nega-

tively affect the cohesion of the team (Dess and Shaw (2001); Chandler et al. (2005)). Even

adding new members may have adverse effects as the culture of a newly created venture is

likely to be looser and more dependent on the TMT being friendly rather than professional

(Chandler et al., 2005).

3.2.4 Team Cohesion

One of the most commonly described concepts that affect team effectiveness is team cohesion.

Team cohesion is a part of team dynamicity, which is a main determinant of productivity and

motivation (Maschke and Knyphausen-Aufsess, 2012). Team cohesion, described by Bjornali

et al. (2016), is the degree to which members of a group are attracted to each other. It can

also be seen as the perceived effective sense of belonging and morale among the members of the

team (Bollen and Hoyle, 1990). Team cohesion usually refers to the forces that bind members

of a team together and it is suggested that cohesive teams share common mental models that

include knowledge of each members’ skills, competencies, strengths, and weaknesses (Bjornali

et al., 2016). Knowledge of each others skill-sets are important in order to distribute the work-

load, which often can be quite high in small startup ventures who have yet to recruit all the

personnel they require. Team cohesion is something that grows over time as an effect of social
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interaction, and through nurturing team cohesion between the team-members, team effective-

ness can be improved (de Mol et al., 2015).

Team cohesion is important for performance as it facilitates group interaction, resource shar-

ing and improves communication and efficiency (Vissa and Chacar, 2009). Especially cohesion

among the TMT of a firm have been shown to increase effectiveness and performance (Bjornali

et al., 2016). Moreover, team cohesion facilitates cognitive conflict, which is the process of

considering and sharing multiple ideas and perspectives (Ensley and Pearce, 2001). High levels

of team cohesion ensures that the members are more open to discussion and criticism. In a

way, cohesion can be viewed as an enhancer of performance through allowing friction to be

productive rather than detrimental. Cognitive conflict ensures that other possible alternatives

are being considered (Ensley et al., 2002) and without team cohesion, the creative discussion

and benefits of team heterogeneity cannot be achieved (Bjornali et al., 2016). Gemmel et al.

(2012) suggest that with larger degrees of trust and shared cognition among team-members,

idea-generation is improved as ideas are shared and refined. It is important to distinguish be-

tween cognitive conflict, which has a positive effect on performance, and affective, or emotional,

conflict, which has a negative influence on group cohesion, and by extension on performance

(Chowdhury, 2005).

High cohesion bind together people from varied backgrounds. Thus, the detrimental effects

of team diversity is mitigated whilst the positive effects can be achieved. As outlined above,

a heterogeneous team seems to positively influence team performance and effectiveness. This

may be especially true in the complex and highly dynamic environment of a tech startup. In

order to allow for the synergies of the disparate functional and educational backgrounds that

a heterogeneous team brings to the table, cooperation must be facilitated through establishing

and maintaining high levels of cohesion. If not, the probability of success seems to diminish

sharply. This finding is corroborated by Woolley et al. (2010), who found that performance of

a team is highly dependant on how well the members treat each other.

Trust is an important part of cohesion and acknowledged as a significant contributor to per-

formance. Interpersonal trust and mutual respect are parts of what Edmondson (1999) calls

Psychological Safety. In teams with high levels of psychological safety, individuals are allowed

to voice their opinions without fear of being judged. The concept was found to be an integral

part of successful teamwork by Google during their famous project Aristotle (Duhigg, 2016).

Google spent considerable efforts on trying to decipher the key ingredients of a successful team.

They found that all kinds of leadership, ranging from liberal to authoritative, were viable in

efficient teams. The distinguishing factor among the most successful teams was that every-

one was involved in decision-making and discussions. If the contributions to discussions were

more balanced, performance appeared to be higher (Duhigg, 2016). From the literature cov-

ered in this section, we find that trust is an important keystone in cohesion, which in turn is

paramount to performance and success. Thus, trust and cohesion are likely important aspects

to investigate during our empirical research.
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3.2.5 Path Dependence and Team Development

Some researchers consider a startup to be a blank slate initially, which is then gradually molded

by the decisions of the founders as well as their ability to obtain resources (Packalen, 2007).

The initial entrepreneurial team can both shape the subsequent characteristics of the firm and

constrain its range of future options according Packalen (2007). As the early imprints of the

founders can be discerned even much later, in all subsequent stages, one could say that the FT

creates a lock-in effect or a path dependence for the venture and for its managers (Beckman

and Burton, 2008). Beckman and Burton (2008) also found that subsequent executives bear

a strong resemblance to the founding executives. This could be a direct effect of founding

managers recruiting people who are them alike, as noted by Kaiser and Müller (2015). They

found that the recruiting to startups is systematic, but biased towards recruiting individuals

who resemble the founders, resulting in a more homogeneous team than what is optimal (Kaiser

and Müller (2015); de Mol et al. (2015)).

Resources, and how fast they can be gathered, depend on the combined characteristics of

the FT’s industry status, entrepreneurially relevant demographic features, and social capital

(Packalen, 2007). These characteristics are vital as they determine the quality of the TMT.

A high-quality FT is likely to become a high-quality TMT after founding, and according to

Packalen (2007), a lower quality FT, and subsequent management team, never catch up. One

reason could be that a FT that starts out with a limited range of functional positions are less

likely to develop complete functional structures (Beckman and Burton, 2008). This is a possi-

ble negative effect of the path dependence outlined above. Starting out from a disadvantaged

position may affect the venture negatively through its full life-span.

It is important to note that teams are not static but evolve over time and embed their previous

experiences into their current state of being. This is an important evolution because over time,

the requirements of the TMT change. Static FTs may be a reason for why VCs often replace

incumbent management (Hellmann and Puri, 2002). Organizational Demography is a concept

that looks at the combined characteristics of a team, rather than just the individual character-

istics of the members (Beckman et al., 2007). There are also developmental models that suggest

that teams qualitatively change and are influenced by a variety of factors as they mature over

time (Mathieu et al., 2008). However, in the case of an entrepreneurial team, the time horizon

may be short enough to allow for the team constellation to stay static. As time goes and the

venture ages and grows, the competencies required to run it efficiently changes (Boeker and

Wiltbank, 2005). The dynamic nature of a venture means that there are various kinds of teams,

and what type of team that works best will depend on the context (Mathieu et al., 2008). How-

ever, there is some evidence showing that in newly public firms, having a CEO who was also

a founder, is indicative of better performance (He, 2008). A proposed explanation is that a

founding CEO has a higher degree of commitment than an externally recruited CEO (He, 2008).

One way to look at this dynamicity is to use a multi-layered perspective. Cohen and Bailey

(1997) suggest that individuals are nested in teams, which in turn are nested in organizations
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that exists in an environment. The outer layers are expected to heavily influence the inner lev-

els, and to an extent, the inner layers may influence the outer ones as well. The environment

and organizational context will influence the leadership practices and task designs of the team,

and they will in turn be more or less suited for certain types of competencies in the team.

These competencies will be the ones sought after by the managers. This is another way to view

the path dependence of a venture. If the environment shapes the organization and the team,

the entrepreneurial team will to an extent be a product of its surroundings and the context in

which it exists. Add to this the lasting imprint of the founding managers and the venture will

forever be influenced by the context under which it took shape. This suggests that the early

days of a venture are indeed important for its future potential. If a startup is a blank slate, as

proposed by Packalen (2007), then they offer valuable opportunities for active owners, such as

VCs, seeking to leverage their business.

One way to analyze the effectiveness of a team is through the Inputs, Processes, Outcomes

(IPO); model. The IPO model also offers a way to look at how changes over time impact effec-

tiveness. According to Mathieu et al. (2008), The IPO model was first introduced by McGrath

(1964) and is a framework for studying team effectiveness that looks at Inputs, Processes,

and Outcomes. In the figure below, we present an adaptation of this model as proposed by

Mathieu et al. (2008). Several iterations and extensions of this model has been proposed but

for the purpose of this thesis, the simple model will suffice. The entrepreneurial team is in

itself oftentimes the full organization and even though the startup phase may vary in time, the

organization is likely to stay roughly the same over its course. Thus, the startup phase can be

viewed as a snapshot where the organization is roughly stable.

Figure 6: The IPO framework (Mathieu et al., 2008)

There are three types of inputs to the IPO framework. Individual characteristics, team-level

factors and organizational/contextual factors. The individual characteristics are the competen-

cies and personalities of the individual members of the team. The team-level factors are task

structuring and the influence of external team leadership. Finally, the contextual factors are
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the organizational design features and environmental complexity. This can be likened to our

proposed theoretical framework made of individual characteristics, team characteristics and

cultural characteristics.

The processes are the interactions between team-members that transform inputs into out-

comes. They can be separated into task-work and teamwork, where task-work refers to activ-

ities aimed at accomplishing tasks of the team, and teamwork refers to interaction between

the members of the team. This view is gathered from Mathieu et al. (2008), who base it on

previous research.

The outcomes are the results and byproducts of team activities. Outcomes can come in

the form of performance or affective reactions such as satisfaction and commitment (Mathieu

et al., 2008). Here, we see a clear connection to the performance of a startup venture. Some of

the inputs are the individual characteristics of the founders such as their human capital as well

as their combined team-characteristics that are derived from how well they interact. There are

some types of inputs like the team cohesion and diversity which will determine the efficiency

of the processes that the FT will conduct during their work. This provides us with a good

way to analyze how the inputs and process-facilitating mechanisms outlined in our theoretical

section come together to enhance new venture performance. By extension, this allows for better

analysis of how these inputs should be designed to improve expected performance.

To summarize, previous research highlight the importance of both individual human capital

among the founding members of a venture, but also the importance of creating the right mix

when teaming them up (Kaiser and Müller, 2015). When several individuals team up, their

individual competencies and skills are both shared with their team, but also influenced by it.

Having multiple people with overlapping skill-sets may both enhance and impair performance

on the team-level. With less redundancies there is more room for synergies to emerge. The

synergies that arise is probably the reason for why teams are likely to outperform individu-

als. Thus, it is generally best to have complementary competencies and skill-sets among the

founders.

3.3 Organizational Culture

A culture is a set of values, norms, and beliefs that constitute a framework for how people in

an organization interact with one another (Stanford, 2011a). Every organization has a unique

culture as it is largely dependent on the individuals that make up the organization (Blumberg,

2013a). There is no one-size-fits-all when it comes to the culture, but it is important that

everyone adheres to the culture and believes in it (Stanford, 2011b). By uniting people, the

culture facilitates performance and mitigates the potential adverse effects of diversity. The cul-

ture may be important, but it is quite hard to pinpoint just how and why the culture matters

(Stanford, 2011c). One way to view organizational culture is to consider it as an intangible

asset of the company. In the form of organizational capital, the culture come together with

human capital and informational capital to facilitate the implementation of strategic decisions
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(Stanford, 2011c). Even though the notion of culture is somewhat intangible, it is considered to

be one of the most, if not the most, important aspect of launching a successful venture (Finger

and Samwer, 1998).

There are various perspectives on organizational cultures, where one of them is the integration

perspective (Stanford, 2011a). The integration perspective assumes that an organization has a

single culture that can be identified and in some ways measured. Another assumption is that

the employees either accept the culture, or are actively committed to supporting it (Stanford,

2011a). We consider this perspective to be applicable to startup ventures as they, in general,

consist of a rather small work-force. Other perspectives that propose cultures being nests

of subcultures and subject to individual perception of the marketed culture seem less relevant

when considering the small size, and young age, of the teams that are operating startups (Stan-

ford, 2011a).

Under the assumption that every company has its own, unique culture it becomes important

to grasp the current culture and work with it actively. The culture changes over time, either

as an effect of deliberate action, or through lack thereof. If cultural change is inevitable, it is

probably better to actively shape it, rather than to let it shape itself (Stanford, 2011a). There

are many types of cultures that can lead to success, but most of them share a respect for people

and have an environment of trust. As previously outlined, there seem to be a strong correlation

between having an open and trusting culture, and performance outcomes (Blumberg, 2013a).

Stanford (2011c) argues that the organizational culture is derived from certain characteris-

tics. Two of these characteristics are given as the need of a purpose and having clearly defined

values. These will only matter to the extent that they are lived up to, and perceived, by the

employees (Stanford, 2011c). If the values are empty words that do not permeate the business

entirely, they will not make a difference, nor have the desired effects. The perception of values

and purpose are also reflected in the views of outsiders when assessing the company. How the

organization and its employees is conceived by outsiders will have an effect on performance as

their reputation is crucial for motivation and loyalty (Stanford, 2011c). In addition, the values

are the foundation from which the culture is built (Finger and Samwer, 1998).

3.3.1 Culture in the Context of a Startup

As outlined above, a tech startup is typically best served by a diverse workforce that represents

a wide variety of competencies and backgrounds. With this, there will inherently be cultural

differences among the employees and perhaps even the founders. These cultural differences

should be bridged if the team is to perform well together.

In the earlier phases, the TMT usually constitutes the full organization. However, with growth

and expansion comes a need to expand the workforce. The culture should facilitate the benefits

of diversity for the venture. This can be achieved by having an inclusive culture where the or-

ganization respects and leverage talent, but also provides a sense of belonging for the employees
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(Groysberg and Connolly, 2013). Having an inclusive culture is beneficial for a small startup as

talent tend to gravitate towards working-places where the leader is socially intelligent, and the

working conditions are good (Goleman and Boyatzis, 2008). An inclusive culture will also allow

for the employees to come together as a team because it affects how they interact with, and

perceive, one another (Stanford, 2011b). This will make it easier to attract and hire talented

individuals, which is one of the most important aspects when scaling a venture (Blumberg,

2013b). Recruiting the right people is instrumental to developing an appropriate culture.

Just as the strategy, vision and operations are subject to revisals, the culture must be al-

lowed to change over time. Even if there is a culture that seem appropriate for the venture,

everyone has to remain open to the possibility that the context may change, which may require

a change in culture as well. In the dynamic world of a tech startup, this becomes increasingly

important. Thus, the culture should be actively tuned to the context (Stanford, 2011b). It

must not be allowed to stagnate or take root to the extent that it stops adjusting itself to its

surroundings as this can be detrimental to performance. If the venture morphs, but the culture

stays the same, it may become obsolete and ill suited for the current operations (Stanford,

2011d).

3.3.2 Establishing an Appropriate Culture

There are several aspects that have to be considered when attempting to build an appropriate

culture for a venture. Two of the most influencing factors to the culture are the hiring of em-

ployees and the leadership style employed by the TMT (Stanford (2011c); Finger and Samwer

(1998)).

Hiring the Right People

The culture of an organization is in large derived from the individuals within it. This is es-

pecially true for the first couple of years when the venture is even more susceptible to the

influence of the people involved in its development (Beckman and Burton, 2008). It is said

that the founders should be clear on what their vision is, so that they may sell it with con-

viction to potential employees (Blumberg, 2013b). Furthermore, if the founders are clear on

their values, this may help them to recruit the right people as well (Finger and Samwer, 1998).

Well suited employees are important for maximizing the potential of the venture (Blumberg,

2013b). However, it is important to keep in mind that the best person to recruit may not be

the most talented individual. The person should be the best possible fit for the venture in

its current phase. As a venture grows, the requirements of employees and appropriate level of

specialization changes (Blumberg, 2013b).

By hiring people with similar values, the culture can be built together. Work ethic and loyalty

comes to an extent from sharing the values and beliefs of the organization (Stanford, 2011c).

During the earlier stages, recruitment falls on the FT. Here, we find a potential trade-off in

theories proposed by contemporary literature. Some argue that the founders should hire people

who share their values and beliefs in order to effectively build the culture and promote perfor-
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mance. Other researchers have emphasized the importance of having a diverse team (Kakarika,

2013). If shared values are indicative of commonalities, then these two theories may suggest

opposing routes to success. We gather that there must be adequate balance in the FTs so as

to enable both effective collaboration and the benefits of diversity.

Blumberg (2013b) suggests some aspects to keep in mind during recruitment. First, the cul-

tural fit is very important, which means that a venture needs the best people for that venture

in particular, rather than the best people overall. Secondly, the venture needs specialists that

can help scale the business and they should complement the weaknesses of the FT. The FT

should recruit people who are skilled in areas where they are not, and they should let their

employees have a say in the hiring process. The current employees are the ones who will be

working with the new recruit, and their specialized knowledge will likely be of help in assessing

new recruits. They will know better what to look for, and automatically help with the cultural

fit.

Leadership in the Context of a Startup

Leadership is important in any venture, and tech startups are no exception. The leadership

style will greatly impact the employees and should be tailored around each venture (Goleman

and Boyatzis, 2008). As a general rule, the leader should come across as authentic and trust-

worthy (George et al., 2007). To do so, there has to be a high degree of passion to convincingly

sell the vision. Further, it would likely be beneficial if the FT are clear on what their values

are, and follow them as well as portray them as often as possible (George et al., 2007).

As previously discussed, leadership can be roughly divided into directive and empowering.

Appropriate leadership is highly contextual, and a great leader flows between leadership styles

as necessary (Goleman, 2000). The leader must match his or her style to the varying needs of

the workforce. It is argued that anyone can be a leader, but it is important to know which type

of leader that is required. For further reading on the subject of appropriate leadership, we refer

the reader to the works of Goleman (2000). As the appropriate leadership style is contextual,

it is likely to change over time. The TMT needs self-awareness and an ability to assess which

style that suits them as well as their employees (George et al., 2007). Thus, the TMT must be

aptly tuned to the people in the venture and determine the kind of leadership that is required

in every situation (Goleman and Boyatzis, 2008).

As a final note, managerial competencies are a unique set of skills that are said to be learnable

(Blumberg, 2013b). Thus, if the FT and TMT of a venture do not possess these skills by

default, they might benefit from managerial training. Alternatively, external management can

be brought into the company to replace incumbent managers. This is a plausible approach,

and a rather common move by VCs (Hellmann and Puri, 2002). However, replacing the FT can

have detrimental effects as the organizational culture is sensitive to changes in management.

Switching out the FT can upset the balance and trigger adverse effects related to heterogeneity

(He, 2008).
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4 Method

This section presents our methodological approach as well as our research process. We also

discuss measures taken to ensure the reliability and validity of our research. A detailed descrip-

tion of how the empirical data was gathered, processed and subsequently analyzed is presented.

Finally, we give some consideration to the ethical aspects of conducting this project.

4.1 Research Approach

An inductive, qualitative approach was chosen at the start of this project. We chose an ex-

ploratory approach because the nature of the research was to discover whether there were

any patterns, rather than identifying or confirming expected patterns. The research paradigm

adopted throughout this project is interpretivism. This is a suitable paradigm for our research

as we aim to utilize our findings to generate a set of theories or assumptions applicable to tech

startups in Sweden (Collis and Hussey, 2014). In addition, we review the literature for appro-

priate theories to build a framework, or a lens, through which we may analyze our findings.

The findings, in turn, consist of individual accounts of historical events and their perceptions

of them as lived through by the entrepreneur. Here, we must account for individual variation

and subjective interpretation on part of the interviewees as well as the interviewers.

The research was conducted as an explanatory case-study. As such, we use existing literature

to investigate and explain the context in which we conduct our research (Collis and Hussey,

2014). The analysis was conducted as a cross-case analysis, where we attempt to deduce pat-

terns drawing upon similarities and differences between our cases. A case study is suitable

for our research as we are following the paradigm of interpretivism and wish to build in-depth

knowledge regarding the topic of investigation (Collis and Hussey, 2014).

4.2 Research Process

This project was conducted as three somewhat parallel procedures, as shown in the figure below.

The first part was a continuous literature review, conducted both prior to, during, and after

the empirical data gathering. The second part was the empirical study, where we employed

semi-structured interviews with the founders of successful Swedish tech startups. Lastly, an

analysis was conducted based on the literature review and empirical results. This analysis was

conducted in order to answer our research questions, fulfill our purpose, and to derive a set of

recommendations for investors and entrepreneurs respectively.
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Figure 7: Overview of our research process

4.2.1 Literature Review

The aim of the literature review was to build a theoretical framework through which we could

analyze our empirical findings. We used KTH’s own database Primo for our literature review,

and in some cases also Google Scholar. In addition, supplementary Google searches were utilized

to find information about companies and their respective founders. The goal of the literature

study varied throughout the project and can be partitioned into three distinct phases as follows:

At the start of the project, the literature review was geared mainly towards increasing our

knowledge base. We started out by reading up on the topic of venture capital and active in-

vesting. This pre-study included literature covering various aspects related to the VC business

model. Some examples include the VC investment process, human capital theory, competence-

based views, and resource-based views.

During the data-gathering phase, the literature review was geared towards complementing

our knowledge as well as expanding it to cover areas mentioned by the interviewees. The

continuous literature review was conducted to make sure that we had adequate foundation to

analyze the various topics that were introduced throughout the interviews. During this phase,

topics like team diversity and cohesion was added to the literature review. This was done using

search words such as ”team performance”, ”team effectiveness”, ”team cohesion”, and ”team

diversity”.

During the post-processing and analysis of the empirical findings, a finalizing literature re-

view was conducted to ground the empirical findings in contemporary research and to establish

how the results fit with the findings of other researchers. This was done in order to enable us

to deduce patterns within our findings as well as to draw informed conclusions based on what

we found.

We have sourced our literature for this project from multiple academic journals as well as

business presses and books. These sources are depicted in the figure below. In total, our lit-

erature review generated 110 cited references. In addition, some internet-sources have been

quoted using footnotes where appropriate.
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Figure 8: Overview of literature sources

4.2.2 Empirical Data Gathering

The empirical data was gathered using semi-structured interviews. The purpose of the empir-

ical data-gathering was, together with the literature review, to answer our research question.

The data gathering consisted of two phases. First, a proper frame had to be constructed and

the relevant firms approached. After constructing a sample of firms that matched our criteria

and were willing to participate, we initiated the interviews. Once the data had been gathered,

the analysis and discussion commenced.

Constructing the sample

In order to construct the sample, there had to be a valid metric by which to define success. In

addition, there had to be a reliable source of data from which the metric could be gathered. We

had to delimit ourselves in some ways due to the large amount of tech companies. Furthermore,

because of the much higher relative availability of successful startups, compared to their failed

peers, these were chosen to be included. Here, we recognize that a startup is a complex entity

and that there is some doubt as to whether the success of a venture is a valid metric by which

to gauge management capabilities. There are various aspects that interplay and combine into

the success or failure of a new venture, and management is only one of these factors, albeit

an important one. However, as it is nearly impossible to pinpoint exactly what has made a
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venture successful or not, we surmise that successful startups are more likely to have been led

by good TMTs.

Defining Success

There are various ways to define ”success” for a startup due to its complexity. Some might

argue that a startup is successful if they are able to secure external funding while others require

an initial public offering (IPO) for the venture to be considered a success.

PE and VC firms commonly use an Internal Rate of Return (IRR) of their own preference

to define whether their investments have been successful (Gompers et al., 2016b). A positive

aspect with this method is that it takes into account the time value of money, unlike for ex-

ample cash return. That is, the shorter the investment period, the higher the IRR, all else

being equal. A disadvantage with this criteria is that VC and PE firms are usually reluctant

to reveal such information. Moreover, for the IRR to be useful, it is necessary that a portfolio

company has been subject to some valuation metric so that a VC can compare the current

value of the venture with their initial investment. This metric could either come through an

additional investment by another, or the same, VC firm, or perhaps from an outright sale and

exit. This implies that enterprises that have not undergone a valuation would not qualify in

our sample, which would be problematic.

Other criteria that various researchers have used to define success are Return on Equity (RoE),

Return on Invested Capital (RoIC), Return on Asset (RoA) and various cash flow metrics (e.g.

Howard (2007)). There are also specific valuation criteria for the technology industry that could

be used such as number of unique daily users, or customer acquisition costs. The problems

with these are similar to that off IRR, namely the difficulty of obtaining this information.

Another commonly used metric for defining success is the annual sales growth of a company.

This information is fairly easy to obtain as an enterprise’s sales numbers often are publicly

available through their annual reports. Moreover, as startups are typically not profitable, sales

is often used as a proxy for valuation where metrics such as price to sales (P/S) and enterprise

value to sales (EV/S) are frequently used by investors (Damodaran, 2009). Thus, due to the

simplicity of obtaining and working with sales figures, we will define success as if a company

has experienced an compounded annual growth rate (CAGR) of at least 20 % over a 5-year

year period. Being above 20 % annual growth is generally seen as as a proxy many VCs use to

assess the health and potential of a venture7.

The 5-year CAGR period is adjusted depending on the maturity of the firm. For example,

if a company was founded in 2002, we applied a different 5-year horizon compared to a com-

pany that was founded in 2010. Moreover, if a startup had been sold to another firm, we only

used the sales growth prior to the acquisition. In order to further delimit ourselves and only

choose the most suitable startups, we also defined a constraint that the sales of the final year

had to exceed 10 million SEK. Through that, we excluded very small firms who have experi-

7https://techcrunch.com/2013/08/24/how-fast-should-you-be-growing/ [Accessed: 2017-04-03]
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enced strong growth but in absolute terms are still small.

Valuation as a general concept has been left out of this thesis. Instead, we rely on the no-

tion that increased sales should increase the value of the business. There are some inherent

deficiencies in using sales as a proxy for success, but overall we consider it to be the most

appropriate for our thesis. We find it sufficient to settle for recognizing that increased sales

tend to bring higher equity value through the mechanics of cash flow valuation.

Nevertheless, there were some exceptions in the sample, related to extremely young firms who

have only been in the market for a short period of time. If that was the case and they had

a significant sales growth, we allowed for a minimum of three years to be used. For example,

one of our approached companies has only been in the market since 2013 but has grown very

rapidly with a CAGR of over 140 %, reaching almost 900 million SEK in sales during 2015. In

total, the number of companies within this exception group amounted to three firms, so these

possible outliers are not representative of our sample selection.

With this in mind, the total number of identified Swedish tech startups amounted to 74 for

this study. The average CAGR was 90 % and the average final year (of the 3-5 year period)

sales was 620 million SEK. Hence, most firms in our sample had a CAGR that was much higher

than 20 % and had sales which drastically exceeded the 10 million SEK limit. Some of the

companies were suggested by our commissioner Almi Invest.

Approaching Interviewees

The contact information of the founders of our case-companies was found through company

websites and newspaper articles. This process was rather time consuming as many of the origi-

nal founders had moved on to new projects or work-places. Nonetheless, we chose to reach out

directly to the founding members behind the ventures as we wanted their own version of the

story. If possible, we attempted to contact the founding CEO as we were mostly interested in

the managerial aspects of launching a venture.

After identifying the FTs, we approached them either through email or LinkedIn based on

whether we could find their email or not. Out of the 74 potential cases, we reached out by

email to 55 of them and used LinkedIn to contact the remaining 19. We used the same email-

template to all of the potential interviewees (see appendix for the template). We sent out 74

messages and received 34 answers, out of which 13 accepted. This implies an acceptance rate

of 18 percent.

The 13 candidates that accepted to interview with us have in total founded approximately

50 ventures. Thus, outside from the 13 case companies, the entrepreneurs generally had other

experiences from founding startups, either before or after their venture in focus. This implies

that we were often able to discuss not only the case company, but also the their other ven-

tures and compare these. Interviewing serial entrepreneurs gave us a larger playing field and

strengthen the reliability of our thesis. The 13 interviewees and their respective ventures are
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presented in table 1 below. Our sample of 13 case-companies comprised a total of 49 founders

where, as far as we know, 48 were male and one was female. We interviewed 12 men and one

woman, as shown in the table below.

Interviewee name Case company Sector Method of interview

Ola Ahlvarsson Boxman Ecommerce Telephone
Michael Widenius MySQL Open Source Skype
Aurore Belfrage Wrapp Apps Telephone

Hampus Jakobsson The Astonishing Tribe Design and Software Telephone
Martin Wahlund Fatshark Game Development In person
Kristofer Sinclair Zimpler Payment solutions In person
Jörgen Adolfsson Aspiro Mobile communications Telephone
Mikael Lindqvist Portal IT-solutions Telephone

Bo Mattsson Cint Market research In person
Dinesh Nayar Fyndiq Ecommerce Skype
Jan Josephson OP5 Computer software Skype
Niclas Mollin inRiver PIM Telephone
Niels Bosma Offerta Connecting B2C Telephone

Table 1: Summary of interviews

Conducting Interviews

The interviews were conducted in different ways based on convenience and the interviewee’s

preferences. As many of the interviewees are based outside of Stockholm, most interviews

were done over telephone (seven) or by Skype (three). Three interviews were conducted face

to face in the venture’s respective offices. To strengthen our findings we tried to conduct the

interviews face to face or through video-conversation as much as possible. However, due to

the busy schedule of our interviewees, many interviews had to be conducted over the phone.

The meetings ranged between 35-60 minutes with an average time of approximately 50 min-

utes. As evident in the table above, the case companies belong to various sub-sectors within the

technology sector, which allowed for variability and wide representation among the interviewees.

The interviews were conducted in a semi-structured manner and followed a rough outline,

which can be found in the appendix. We prepared the questions beforehand with the aim to

steer the conversation such that our research questions were answered. Follow-up questions

were asked as deemed appropriate during the conversations but were case-specific and thus

will not be presented in detail. Follow-up questions were asked both to clarify statements and

to encourage the interviewee to expand on a topic briefly mentioned when considered relevant

to our project. Since we had less knowledge about the venture in question, we chose semi-

structured interviews so that the interviewee was given the opportunity to shape and steer

the conversation (Blomkvist and Hallin, 2015). This methodology was chosen because of the

exploratory nature of the research questions. In particular, we proceeded this way so that

the entrepreneurs could voice their opinions about what they believe to be important factors

driving success. There was no way we could gauge these opinions beforehand, and thus chose

to let them steer the conversation with their answers.
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As part of the research, the opinions of entrepreneurs were compared to contemporary lit-

erature in order to investigate whether theory rhymes with our findings. Any similarities as

well as discrepancies found are presented and analyzed in our result and analysis section. Dur-

ing the interviews, we took precautions to increase the reliability in our results by maintaining

an objective attitude and keeping an open mind (Cohen et al., 2013). This was done to ensure

that we as researchers were as unbiased as possible. In addition, we did not start analyzing

our findings immediately after the first interview. By doing this, we kept early findings from

biasing us going in to the later interviews. This was an important step to ensure that we would

not attempt to confirm our earlier findings when conducting our later interviews (Cohen et al.,

2013).

4.2.3 Data Processing and Analysis

With the permission of the interviewees, we recorded all interviews to ensure no misinterpre-

tations and that no information was lost. We later transcribed all interviews where we cleaned

the data from irrelevant noise and procured a clean transcript which could be sent to the in-

terviewees for confirmation and approval.

After transcribing, we summarized the interviews and removed redundancies from the con-

versations about topics not related to the thesis. We both independently summarized and

analyzed the full transcripts and then compared our findings with each other. This was to

minimize the risk that we had left anything important out, or that anyone misunderstood

something. The summaries were then divided and some data was put into tables to allow for a

better overview of the findings. Upon summarizing, we separated the data into four categories

aimed to reflect the topics covered during our interviews. These categories concerns team,

culture, external investors and aspects of founding a venture. The findings are presented on a

thematic basis derived from these classifications.

Only two of the interviewees explicitly asked to be anonymous, but we still took the deci-

sion not to label any quote with the corresponding entrepreneur. The main reason for this

was that we initially encouraged every interviewee to answer as honest and comprehensive as

possible. However, we felt that many were reluctant to fully share their thoughts, especially

with regards to their external investors with whom many still have a connection with. We

therefore suggested to the entrepreneurs that we keep them anonymous and as a result in-

stantly got more honest (and often critical) answers. As they ”did not see us as journalists” as

one interviewee described it, our results are likely more genuine and legitimate than if that was

the case. Throughout this thesis, various quotes will therefore be labeled with ”Interviewee

A” or the like. This way, the integrity of the interviewees will not be jeopardized. However, it

will be possible to track the quotes from a single, non disclosed interviewee so that the reader

may gauge their overarching view or attitude. The labels assigned to the interviewees are not

in any way related to the order of the table above. For example, ”Interviewee A” does not

refer to Ola Ahlvarsson. Finally, since all interviews were conducted in Swedish, all quotes are
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translated by us.

4.3 Reliability and Validity

A very important aspect of conducting research is to make sure that it is conducted in the

best way possible. One way of doing this is to make sure that the reliability and validity of

the research is maintained. In short, reliability can be described as making sure the research is

performed the right way (Blomkvist and Hallin, 2015). Validity, in turn, can be described as

ensuring that the research concerns the right thing. Together, high reliability and validity en-

hances replicability, which means that anyone could replicate our research method and achieve

similar results (Collis and Hussey, 2014).

In order to ensure as high validity and reliability as possible, we will follow Trochim (2002)

and split these into subgroups. The first is internal validity, which investigates the casual

relationship between the variables and result. When conducting a qualitative study, numerous

problems generally arise with regards to the internal validity, compared to a quantitative study

(Collis and Hussey, 2014). For example, as the results could depend on the researchers own

interpretations and observations there is a risk that the results are biased. This was partly

addressed by using triangulation of the data and theory, which increases the internal validity

according to Heale and Forbes (2013). Here, we compared our empirical findings to the findings

of other researchers, as presented in contemporary literature. Triangulation was also applied to

our findings as both of us researchers analyzed all findings before comparing with each other.

Through this, we were able to gather more comprehensive findings and increase accuracy. In

addition, we utilized data triangulation, which is a good tool for increasing construct validity

(Novotny, 2016), in order to deduce patterns among our findings. This was done to construct

a clear pattern of evidence in which to ground our discussion.

Construct validity is about how much a test measures what was initially intended. Typically,

semi-structured interviews have the potential to give rise to imperfections in the construct va-

lidity as they could deceive the interviewee from the initial question (Collis and Hussey, 2014).

As a remedy to this problem, we made sure that our research approach was clear with an

understandable red thread from the aim and research questions to the conclusions. Also, by

applying well-grounded interview techniques, we tried to make the questions as objective and

non-leading as possible. For example, we used so-called probes throughout the interview pro-

cess, which ensured that the interviewers actually answered the questions asked. The construct

validity was further strengthen, as mentioned above, through the use of data triangulation.

External validity tests how well our results could be generalized and applied to broader

markets Collis and Hussey (2014). As the thesis is focused on tech startups in Sweden, the

results will be somewhat limited to that area. However, by comparing our results with other

research within other regions or fields, potential conclusions might be drawn which could cover

other fields as well. It is important to note that conducting interviews to procure empirical

data will not create statistical generalizations, but rather potential analytical generalizations
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(Eisenhardt, 1989). This implies that generalizations to a larger population cannot usually be

extended.

Reliability entails that the results must be inherently repeatable. That is, other researchers

should obtain the same results if they apply our method and use the same data. As we con-

ducted semi-structured interviews, it would be difficult for other researchers to obtain the same

results. As the answers are not binary and subject to individual thoughts and interpretations,

the replicability tends to be low for these type of studies (Collis and Hussey, 2014). However,

in order to increase the reliability of our study, we continuously tried to be as transparent

as possible by for example presenting every utilized source as well as the prepared interview

questions. This transparency simplifies for other researchers to potentially replicate our study

(Blomkvist and Hallin, 2015). Furthermore, the literature consists primarily of academic pub-

lications from respected and renowned journals, which strengthens the reliability of the thesis

according to Eisenhardt (1989).

It is important to state that this project has been dependent on the collaboration of several

individuals whom have shared their experiences as they rose to success. As the empirical data

was gathered through interviews with people whom had a deep commitment to their respective

venture, there is a risk of subjective data. This risk is derived from the various self-serving

biases that may arise whenever a deep connection exist between the outcome of a venture and

self-esteem. More of this will be discussed in the limitations section below.

4.4 Ethics and Sustainability

In order to secure that adequate ethical standards were upheld throughout the project, we took

various measures to ensure that both interviews and analysis was conducted accordingly. We

also made sure to detail and remember any potential conflict of interest that could arise either

because we are commissioned by Almi Invest, or because we are conducting this research at

KTH.

Permission was asked before recording each interview, and all interviewees were offered the

possibility of being anonymous. In addition, sensitive statements have been left out of the

material whenever deemed appropriate. The interviews were conducted in an informal set-

ting, and every statement have been evaluated and put into context at the discretion of the

researchers. Due to the informal nature of the conversation, extra care have been taken by the

researchers to place each statement and notion derived from the interviews in its proper context.

This project was commissioned by Almi Invest, as such, all interviewers were notified of their in-

volvement in our initial attempt at establishing contact. See Appendix for the original message.

This was done to make sure that there where no conflicts of interest between the interviewee

and the commissioner. This may have contributed negatively to the acceptance rate for inter-

views, but was something that could not be avoided whilst maintaining adequate transparency.
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To preserve the integrity of the interviewees, the researchers have taken extra care not to

attribute the interviewees with any extrapolation of thought or conclusion drawn from reading

between the lines. This includes conclusions and inferences drawn from answers given which

were not explicitly stated by the interviewee. In addition, as the empirical data and conclusions

are presented on an aggregated basis where the emphasis is on commonalities expressed by the

interviewees, there will be no referencing to explicit interviewees in this report.

In general, dealing with the ethical aspects of this thesis have been straightforward as the

topic is far from controversial. Most interviewees had no claim on anonymity, and despite the

potential loss of acceptances the sample reached an adequate size without problems. The main

issue identified was the asymmetry of information between capital seekers and capital providers

that could arise as a consequence of the results. This informational asymmetry was effectively

dealt with by including both stances in the discussion. In addition, the commissioner saw the

potential value of sharing the results and thus the need for secrecy was limited.

Upon evaluating this project from the tripartite notion of sustainability (Gimenez et al., 2012),

we did not encounter many problems. Due to the nature of this project, environmental sus-

tainability was not addressed. Social and Economical sustainability fall within the scope of

this thesis. However, this project does not specifically address these areas in excess of assum-

ing that entrepreneurship and innovation are key drivers of economic prosperity and societal

development. As such, this project helps address these areas and potentially allows for higher

degrees of economic and social sustainability resulting from increased efficiency in the startup

arena.
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5 Results and Analysis

In this section, we offer a conjoint presentation and analysis of our findings that was gathered

through the interviewees. These are presented in the order of our sub-research questions. We

begin by elaborating on the characteristics of the FTs and continue with their views regarding the

aspects of culture, vision and values. This section is concluded with a presentation of their views

concerning their collaboration with external financiers. In addition, we present some analysis

of their interconnection with each other and their alignment with literature. An overview of the

themes is presented in the figure below.

Figure 9: Categories of findings

5.1 The Founding Team

Here we present our findings with regards to the founding management team. We elaborate

on aspects such as team size and composition as well as the background and characteristics

of the founders. This section is primarily geared to answer sub-question one: ”Which team

characteristics are shared among successful founding management teams?”

5.1.1 Team Formation and Size

In our sample, the number of founders ranged from one to seven people, with most of our

case-companies having between two and four co-founders (see figure below). All but one of the

interviewees who had been part of a team exceeding four members claimed that their team was

rather too large. In the last case they were five original founders, but only three of them were

operational. We interpret this as the venture having three co-founders and two more or less

silent partners. They were involved to an extent in decision-making but were not operating

the startup per se. This is probably the reason for why they were the only team with more

than four founders not considering their numbers to be an issue. We surmise that they did not

experience the adverse effects perceived by other teams of equal or larger size.
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Figure 10: An overview of the number of founders in our case companies

The interviewees presented both advantages and disadvantages related to their specific team

size. We found that some general arguments for being a large FT is that you get complemen-

tary views and opinions and that you can take on larger projects on a shorter amount of time.

Another advantage that many stressed is that it is often more fun as well. One disadvantage of

having a relatively large team is that due to disparate views and opinions, unanimous decisions

are harder to reach and conflicts arise more frequently. This is in line with the theory suggest-

ing that diversity should be present, but not in excess (Kakarika, 2013). Another disadvantage

put forward by our interviewees is that it can be difficult to ensure that everyone is putting

the same amount of commitment and work into the startup. Furthermore, there is the obvious

reason that the more the people, the less the equity and hence potential reward. This could

be linked to the commitment issue as the incentives to work hard and succeed are likely to be

reduced with less equity. What the three interviewees with more than four operational founders

had in common was that they all expressed problems with decision-making and motivation,

especially when things were tough. Two of them also experienced problems with receiving

external funding due to the fact their FT was so large and inactive.

We also interviewed one serial entrepreneur who have created businesses both in teams and

alone. He does not consider it an overall disadvantage to be the sole founder as you can retain

more equity for yourself and lead the company the way you see fit. Being alone allows for much

faster decision-making and eliminates many of the conflicts that usually arise in teams. He

suggested that if you are certain about the risks with the new venture and that you are capable

of reaching your goals on your own, then there is no need to share your equity and bring in

co-founders. However, if you are not entirely sure, he recommends starting the venture with

a team. This is especially true if you do not have any previous entrepreneurial experience of

founding a company. We find that this is likely to be related to the operations of the venture.

The business model and the area in which you conduct your business is likely to dictate to an

extent what the appropriate team-size is. Tying this back to what we find during our literature
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review, we recognize the link between these statements and the notion that competencies are

shared in the team (Beckman et al., 2007). It is rather evident that if a sole founder possesses

all the required skills, co-founders are somewhat redundant. However, in conjunction with our

other findings, especially regarding the effects of motivation derived from having team-mates,

we find that starting a venture with a team is more suitable in most cases. We also acknowledge

the literature’s emphasis on how team-founded ventures seem to outperform ventures founded

by a single entrepreneur (Muños-Bullon et al., 2015).

Furthermore, many interviewees also suggest that the ”optimal” team size depends on the

venture and varies between startups. For example, one of the entrepreneurs who had founded

his company with four other co-founders felt that they were generally too many at the time.

However, he also argues that it depends on the context and what level of cohesion the team

has as well as how mature you are as a leader. He is currently running several startups simul-

taneously and even though in some cases they are upwards of 10-12 founders it works because

they know each other so well. They have worked with common values and share a culture that

they have created by working together for many years. We interpret this as evidence of the

facilitating effect that cohesion can have on team performance (Vissa and Chacar, 2009).

Clearly, despite there not being a ”right answer”, there is a trade-off between being too many

and too few. Our findings suggest is that 2-4 is an adequate amount for a tech startup in

Sweden. This is also supported by the literature where for instance Colombo and Grilli (2010)

found that between 2-4 is generally an appropriate amount in Italy, with the mean being 2.76.

As to the actual formation of the team, the practice of selecting team-members varied within

our sample. Almost half of the interviewees said that the FT-members were not carefully se-

lected but rather something that ”just happened”. Some entrepreneurs started their ventures

with friends whom they long dreamt of starting something together with, while others took

in a somewhat unknown co-founder because of his specific skill-set. Others who argued that

their FT was carefully composed expressed the importance of a well thought out process, sim-

ilar to a job interview, when forming the team. Several interviewees compared the founding

management with a football team, where you wanted the best player in every position with a

diversified line-up. The most crucial factor was given as the players working well together and

prioritizing the team over themselves.

We want to add here that ”carefully selected” is a subjective statement which could be inter-

preted in different ways. Some might argue that starting a venture with friends from university

is a careful selection as you have known them for a long time, while others might not. As we

have found examples of both careful and not-so-careful selection of the team-members in our

sample of successful startups, we conclude that both approaches could be viable, but recognize

the potential impact of sample-selection biases. It is also worth pointing out that some of our

interviewees seem to have fallen into the trap of recruiting people who are them alike. As

cognitive theory suggests, this may have adverse effects (Kaiser and Müller, 2015). It would

seem as though having a deliberate and structured method to the team formation may help
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avoid this mistake. However, we generally find that you want to launch the venture with people

whom you work well with. There is an argument to be made here for founding a venture with

friends even though you may have too much similarities. We find that there may be a trade-off

here which is also evident when comparing the conflict-view and the knowledge-complementary

view (Kakarika, 2013).

Nevertheless, one recommendation that one of the interviewees wanted to give other en-

trepreneurs was not to start something with your friends, but rather carefully select the co-

founders on a professional level. This is his individual opinion, and should be interpreted as

such.

”Your friends are often too much alike you, which leads to a lack of diversity that can kill

your venture. You need to complete your skill-set. Moreover, friends who create companies

together are often not ready for the hardships to come.” - Interviewee E

However, there are several successful companies that have been founded by friends, and some

of them are included in our sample. Microsoft, Apple and Snapchat are other examples of

companies that were founded by friends. It is likely so that friends are used to work with each

other and often understand their respective strength and weaknesses better than others. Thus,

whether starting a venture with friends is a good idea is something we leave to other researchers

to further analyze. We will settle for recognizing that both approaches have their merits and

offer some further elaboration on the topic in our discussion below.

5.1.2 Education and Entrepreneurial Experience

As presented above, various researchers have evaluated the relevance of education and other

experiences in a tech startup setting. Many of them (e.g. Colombo and Grilli (2005)) found

that a founder with a college degree increases their chance for success. In our sample, every

startup except for three had at least one founder with a university degree. In many cases,

everyone in the FT had obtained a degree, or at least studied a few years in higher education.

This could be due to Sweden generally having a higher percentage with tertiary education

compared to other industrialized countries8. Regardless of the cause, it is still an interesting

topic to investigate further.

Among founders with higher education, about half obtained their degrees in engineering, com-

puter science or similar technical subjects. The rest got their degrees in business, economics

or other social sciences. However, one commonality between all the startups except for one

is that at least one of the founders had an engineering/technical background (concerning the

startups whose founders had degrees). To generalize, the average startup in our sample con-

sists of three founders, where one or two have a technical background and the rest are business

majors. This is consistent with previous literature as diverse teams are expected to outperform

homogeneous teams (Beckman et al. (2007); Kakarika (2013)). We add here that many of the

8https://www.oecd.org/sweden/EAG2012%20-%20Country%20note%20-%20Sweden5.pdf [Accessed: 2017-
04-25]
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founders we interviewed, as well as their co-founders obtained their higher education several

years ago where the educational system looked different than they do now. Today, there is

much more specialized technical educations.

As tech startups usually require high level of technical skills it comes as no surprise that

many of the founders have studied a technical subject at university. However, whether the

specific founders need to have an engineering background is somewhat ambiguous. On the on

hand, there is the possibility for non-technical founders to start a tech company and quickly

employ people with programming skills. For example, one of the founders in our sample had a

business background and relied on hiring programmers rather than incorporating them as co-

founders. On the other hand, it might be harder to incentivize good programmers to work for

you without the competitive salary that large tech corporations can offer, or without offering

them equity.

When it comes to entrepreneurial experience, we found that more than half of our investi-

gated case companies had at least one founder with previous experience of launching a startup.

Moreover, many of the interviewees have since they left the venture in question founded other

startups as well. Thus, the majority of the interviewees have in one way or another been in-

volved in the creation of more than a single startup. This was a good thing for us, as we could

ask them to cover important lessons and differences between the ventures that they had started.

Almost all of the interviewees claim that the experience of having already founded a com-

pany helped them significantly in their new venture. Not only does it develop your knowledge

and know-how, but it also teaches you to work with a variety of different people and establishes

a vital social network which could be utilized in future endeavours. Learning from mistakes is

an expression many of the interviewees used, and they argued that lessons learned from their

previous experiences have- and are constantly being applied to their new challenges.

”There was some routine to the circus of a startup because some of us had been through it

before, which was really beneficial for us.” - Interviewee L

The interviewees also advocated previous entrepreneurial experience on account of the fact

that you are more aware of what you are getting yourself in to. Thus, you will be more ready

for the challenges that comes with launching an entrepreneurial venture.

As explained earlier, one advantage of having previous entrepreneurial experience is that you

likely will have acquired an important social and professional network. According to many

interviewees, it will be significantly easier to obtain funding if your previous venture was suc-

cessful. One interviewee, who is a serial entrepreneur, explains it as a result of gaining access to

the so called startup/VC ecosystem. With that access, it is much easier to obtain capital and

thus build and launch a venture. In short, the seal of approval that is previous entrepreneurial

success will be very helpful the second time around. This finding was not unexpected for us

as contemporary literature outline the importance of entrepreneurial experience in the eyes of

45



financiers (see e.g. Franke et al. (2008)).

However, we also noted that a possible overconfidence in individuals with great entrepreneurial

experience is prominent. In the subsequent section on external investors, we will share an

example of this. Perhaps entrepreneurial experience plays a vital part in a ventures likelihood

of success, but it may also be the case that investors are giving it too much weight in their

evaluation.

Some researchers have tried to investigate this tendency of being overconfident or overopti-

mistic in people that have done well in the past. This phenomena can be encountered in

behavioural economics and psychology. For example, Zacharakis and Shepherd (2001) found

tendencies of this phenomena in their study and further argues that VCs are overconfidence 96

percent of the time when making an investment decision.

5.1.3 Previous Associations

In our sample, a majority of the team-members knew each other on a professional level, either

through previous work or earlier ventures. It was fairly common that a startup was founded by

people who had worked together as corporate representatives, or by people who had run their

own consultancy firm in a similar field to that of their subsequent venture. Many interviewees

said that their previous professional association with their co-founders helped them understand

each other and significantly facilitated the startup journey. They got to learn their strengths

and weaknesses as well as how well they collaborated and complemented each other. Here,

we can clearly deduce the positive effects related to team cohesion, which is discussed in the

theory-section of this thesis.

We define social associations as the co-founders being friends, having studied together or hav-

ing been engaged in a similar social association. We again found that the majority of the

interviewees had some social ties with their co-founders prior to starting the venture. Note

that one could have both social and professional associations according to our definitions. We

have examples of teams formed by former class-mates, colleagues and even groups whom had

served together in the military. Here too, our findings point to the importance of cohesion in

order to successfully launch a venture.

In conclusion, we find that it seems beneficial to have professional and/or social ties with

your co-founders prior to starting the venture. It allows you to get to know the team and find

out whether you are a good fit for each other. Further analysis on this topic is presented below

in the sections covering organizational culture as well as in the discussion.

5.1.4 Team Member Characteristics

We wanted to learn more about the FT member’s personalities and characteristics in order to

analyze how that has affected the various ventures in our sample. All interviewees but one

(the sole founder) said that they and their co-founders had complementary personalities. This,
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again, is a somewhat subjective statement and should be interpreted with caution. We tried

to clarify what we meant by ”complementary” to all the interviewees and our definition was

given as ”having separate interests or leadership/personality style which were complementary

to that of their co-founders”. For example, despite some of our interviewees having similar

background to that of their co-founders in terms of education or work experience, they might

have had different personalities or interests. One example of this was when our interviewee

described himself as being an outgoing salesperson while his co-founders was more analytical

and interested in technology, despite them having similar backgrounds. He further said that

their particular setup was highly beneficial for his venture.

”I am more of a visionary who comes up with the crazy ideas, whilst my colleague is the

more analytical and down-to-earth guy who holds me back and keeps me in check. Together, we

have a good dynamic and complement each other well. I believe that if I were alone, I would

probably take too many risks.” - Interviewee D

Having co-founders who are too similar to each other can potentially suffocate diversity and

lead to a unilateral mindset. Further, as characteristics are often correlated with skill-sets

(Altinay and Wang, 2011), having people with similar character could imply that their skills

are closely related. This could further support the claim that having co-founders with diverse

backgrounds is better for the venture as it often results in people with different characters and

personalities, which in turn could increase the chances of success for the startup.

In one regard, our findings sort of stands out slightly in contrast to what we expected to

find after reviewing the literature. Previous researchers have claimed that startup teams are

generally more homogeneous than other teams (see e.g. Kaiser and Müller (2015) or Bjornali

et al. (2016)), but in nearly all of our interviews, the interviewee considered their FT to have

been diverse. There are several possible explanations for this discrepancy. Firstly, as we only

consider successful startups, there may be a survivor bias that leads to heterogeneous teams

being over-represented in our sample. This would be in line with the theory that suggests that

homogeneous teams may be more common, but that heterogeneous are more preferable (Kaiser

and Müller, 2015). Secondly, gauging the heterogeneity of one’s own team is likely to be both

difficult as well as flawed by a number of biases related to recollection or self-preservation. It

may also be the case that the interviewees apply some other definition to the word heteroge-

neous than the researchers. We leave it to future researchers to delve deeper into this issue as

our findings might not offer a conclusive take on this matter.

Although it seems to be preferable to have a heterogeneous team, many of the interviewees

stressed the importance of having commonalities that all of the co-founders shared. For exam-

ple, the co-founders might have different personalities and skill-sets but are similar in the fact

that they are all driven and committed.

”The team must be diverse, but still united around some common denominator. For us, the key

was that everyone had entrepreneurial experience and shared the basic values regarding culture
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and management.” - Interviewee E

Another interviewee further elaborates on this.

”We were different in terms of background and education, including competencies and skills,

bur more similar on the soft skills. We contributed with different perspectives but could still

discuss ideas in an efficient manner with each other, which was very helpful.” - Interviewee M

This ”different but still alike” phenomena in startups was described in our theory section.

Researchers such as Kakarika (2013) and Beckman and Burton (2008) found, similar to our re-

sults, that heterogeneous teams with different skill sets and personalities to the extent that they

still can work efficiently with each other is the most beneficial setup for a team. Their findings

seem to be corroborated by our results. We find that successful Swedish tech entrepreneurs

consider this notion to be very important. In addition, these findings are supported by the

actual compositions of the cases in our sample. The FTs in our sample could generally be

described as being different but still alike, at least in their own views. We encourage future

researchers to investigate whether it is important to be different but still share some common

ground, or if it is the mere perception of it, that enables the positive effects.

5.1.5 Team Composition and Division of Roles

We investigated whether the roles were clearly defined among the co-founders and if it hap-

pened naturally or deliberately as well as in what stage these leadership roles begun to display

themselves. We found that a majority of the interviewees had clearly defined roles during the

earlier stages of their startup. The major reason behind this was essentially to be more struc-

tured and productive, to ensure that not everyone does everything and that people focus on

utilizing their core competencies.

We found some discrepancies between the interviewees regarding whether this division of labour

occurred deliberately or in a natural manner. Some of the interviewees said that they never

reflected much regarding who should acquire which title, but rather that it ”just happened”

based on their respective interests and skills. For instance, we had several examples of when

the engineer naturally focused on the technical aspect and hence assumed the role of CTO,

while the business major became the CFO for similar reasons. Other occurrences were that the

the most experienced person in terms of managing teams naturally assumed the role as CEO.

We gather that it is important to understand the skills and characteristics of each individ-

ual within the FT and make the best out of them. If one is very analytical and likes to focus

on the programming while the other is sales-oriented, it could be beneficial to let them acquire

the respective roles of CTO and head of sales. Needless to say, this allows the FT to focus on

their respective core competencies and has the advantage of not being time consuming. This

habit of focusing each and every one’s efforts where they could be put to best use is something

we find to be an ongoing theme throughout our interviews. We cannot say for sure that this is
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something that separates successful ventures from non-successful, but we can say that this is

something most successful ventures in our sample utilize.

However, clearly defined roles does not necessarily have to imply various titles being acquired

by the different co-founders. One of the interviewees claimed that they did not have any titles

at all until they reached 30 employees for cultural reasons. Other ventures had defined roles

that did not always cohere with the leadership title they assumed. An example of this was

when one of the interviewees was officially the CMO of the startup but worked more with the

technical side of the venture. This is a less structured way of conducting business, but one

advantage is that the venture and the team members are often more flexible and ready for

various changes that may occur. We also found instances where the co-founders had started

out in certain positions but later switched with each other when they realized that the new

division of labour made more sense.

Two of the interviewees who are now also BAs expressed their concern with people in startups

being too attached to their particular management titles. Both of them occasionally hired

people for operational positions above them, with the argument being that these, often more

experienced individuals, were probably better suited to do their respective jobs. Furthermore,

it allowed them to focus on their core-competencies and would therefore be beneficial for the

venture.

”I believe a key difference between me and other entrepreneurs is that I stick to my core-

competence, which is coding. I like, and I am good at coding and believe that it makes sense

to utilize that. I believe that you should do what you do best and let others do what they can

do better than you. I think many entrepreneurs try to hold on to their preferred position out of

pride. You have to understand that as long as you own enough shares, the title does not matter

that much, it is still your company. You do not need to worry about being the CEO, focus on

doing what you do best and maintain ownership.” - Interviewee G

On the other hand, one could argue that leaving your position for ”an outsider” could in-

duce harm to the venture. For example, Stanford (2011d) argues that replacing the founders

can be detrimental to cohesion and performance. As outlined in the theory section, a founder

is likely to have a higher degree of commitment than an externally recruited manager (He,

2008). In addition, replacing the founding managers will likely change the trajectory by which

the venture is travelling, per the theory of path-dependence (Beckman and Burton, 2008). We

advocate other researchers to further investigate the trade-offs inherent to replacing the FT as

well as the potential merits of training or re-training incumbent managers rather than replacing

them.

5.2 About Culture, Vision, and Values

In this section, we present our findings concerning our second sub-question: ”What are their

views on culture, vision and values?”. We also elaborate on their perceived impact on early
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stage ventures and present suggestions on how to build and sustain a culture that is appropriate

for a Swedish tech startup. Further, we present some ambiguities in our findings, and analyze

them with regards to how they relate to our other topics.

5.2.1 Organizational Culture

Our interviewees offered many interesting points regarding organizational cultures. They put

particular emphasis on its perceived importance and its role in their success as well as how

they shape their culture to their liking.

Cultural Importance

The interviewees unanimously agree that the culture is extremely important for a venture, and

they all consider their culture to have been a contributing factor to their success. We have

received several explanations of why the culture is so important, but the general theme is that

through having a good culture the company can hire the best people and ensure that they

maintain high performance. We also found that a good culture helps stimulate innovation and

creativity among the employees, which is important for a tech startup. A good culture leads

to a happier and more productive workforce which in turn could result into a more valuable

venture through improved performance. These findings are not surprising given the extensive

treatment of the positive effects that the culture can have on performance found during our

literature review. While all our interviewees consider the culture an important factor for suc-

cess, they are more uncertain on how to obtain a good culture and just how a good culture

contributes to performance.

We find that our interviewees support the notion proposed by the literature that each company

has its own culture and that this culture is initially derived from the values and characteristics

of the founders (Blumberg, 2013a). They also generally support the notion that any given

culture will be more or less appropriate for different ventures. Further, many claim that the

most important thing is not how your culture expresses itself, but rather that your culture is

productive for your venture and not detrimental to performance. Thus, the actual culture and

how it is structured could be seen as subordinate to the adherence of it. It is more important

that everyone in the venture is properly aligned with the prevailing culture.

However, we find anecdotal evidence of inappropriate cultures described as being either a

”macho-culture” or too structured and hierarchical, which the interviewees meant had a neg-

ative impact on overall performance. Nonetheless, these statements are likely subjected to

biases on part of our interviewees. We must consider that these views were given about past

employers where the interviewee had previously worked. Thus, the answers run a risk of being

contaminated by cognitive biases as well as self-serving biases. In addition, the small sample

size creates a situation where we cannot deduce whether these anecdotal examples are really

examples of bad culture, or just cultures that were not appropriate for either the venture or

perhaps the interviewee to whom we spoke. Further discussion regarding the cultural effects

of recruitment will be provided in the subsequent section on building and sustaining a culture.
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Here, we also acknowledge the possible impacts of social desirability-biases. It is plausible that

the interviewees gave us descriptions of good and bad cultures representative not of what they

think about cultures, but rather depending on how they want us to view them as individuals.

This is plausible because people tend to give the answer they believe will make the best im-

pression (Gergen and Gergen, 1986). There is also a risk that these biases impact our findings

with regards to the importance of culture. As outlined in the theory section, much literature

describes both the importance and the benefits of having a good culture. It is plausible that

this have influenced the interviewees and as such could impact our findings. However, we do

find that our interviewees consider the culture to be essential for performance in the context

of a tech startup and it is therefore interesting to analyze further.

Cultural Origin and Empowerment

The interviewees agreed that every somewhat mature company, in one way or another, has a

culture. This culture may be deliberately created or it may just be there, but there is always

a culture. The majority of the interviewees also support the notion that the culture must

be nourished and deliberately developed to enhance performance, which rhymes well with the

findings of our literature review on organizational culture.

However, there was some ambiguity among the interviewees regarding whether a new startup

can start out with a culture or not. Some of the interviewees argued that the culture of a

venture does not automatically show up as soon as the startup is founded, but that it is rather

built by the individuals involved. On the other hand, there are also interviewees who claim

to have had a clear culture from the start. We believe that the ambiguity of our answers can

be traced back to two sources. Firstly, the notion of “culture” as well as ”from the start” are

subject to individual perception, and there is probably no clear definition that is held unan-

imously by all interviewees. Secondly, there seems to be some confusion as to when a ”clear

culture” exists or not.

”The culture is to a large extent defined by the founders and the managers of a venture. How

they are as persons, what values they have and how they act. That’s how a culture is initially

created” - Interviewee A

Many interviewees claim that they have formed the culture from their perceptions of how

they would like their company to be as a work-place. These opinions are informed both by

their personal beliefs and their prior experiences. There are several cases where the interviewees

have drawn upon experiences related to culture in their previous workplaces when setting the

cultural preferences for their new venture. These experiences influence the startup regardless

of whether the experience was positive or negative for the founder at the time. Several inter-

viewees say that they worked on creating a good culture from the start because they came from

previous workplaces who had worked actively with the culture, allowing them to see and under-

stand the importance and benefits of having a good culture. There are also several interviewees

who claim that their previous, larger, corporate employers had cultures where they were not

properly recognized or felt the right amount of belonging. These may very well be dependent
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on the sheer size of the company, but regardless, the interviewees cite this as a major reason

for launching their own venture and a reason for why they prefer working in smaller companies.

We expect these preferences to vary between individuals, resulting in a sample selection bias

among our cases as smaller ventures are more likely to attract people who enjoy the more

relaxed and flexible organizations they constitute. The same is likely true for preferences be-

tween a flat or hierarchical structure. Several of our interviewees say that they actively enforce

and try to maintain as flat an organization as possible. They believe that a flat structure is

better suited both for their operations and for their employees. This reflects the opinions of

the researchers reviewed during our literature review (Ensley et al., 2013), and we believe that

this may be unusually prevalent among tech startups.

Building upon the aforementioned, as many believe that the values and attitudes of the founders

lay the groundwork for what will later become the organizational culture, it could be beneficial

if the founders are clear on their values. This would allow them to shape the culture deliber-

ately to match their preferences. This does not mean that they have to explicitly write down

their values, but rather that they have some personal clarity on what values they have, and

would like to have. Further elaboration on the importance of values follow in section 5.2.3.

We found that most interviewees had clear guidelines for what they wanted the culture to

be when they started the ventures. The interviewees further used recruiting among other tools

to enforce their preferred culture. A rather unique approach to culture was suggested by two

of or interviewees. Both these people launched their ventures after having worked for large

corporations for several years. Rather than setting up guidelines for what they wanted their

culture to become, they created an “anti-list” of things they explicitly wanted to avoid. They

wrote down things they did not like with regards to the culture and used the list as a guide to

what not to do. This “Via Negativa” approach to culture, albeit slightly unorthodox, provides

a good example of how the creation of an organizational culture is not one-sided, and does not

have to be too complicated.

Although some interviewees believe that a more structural approach to create a good cul-

ture is important for the venture, others support the notion that you do not have to be too

meticulous about it. We find that our interviewees describe the relationship between culture

and values to be a feedback loop. Good culture is created by having good people, and helps

attract good people as well. We assume that the feedback loop portrayed in the figure below

will also enhance negative culture if not remedied. The interviewees cite their values as key

determinants in the recruitment process. The values are used to gauge the cultural fit and in

trying to ensure that the new recruit will be able to work well with the other employees.

”Hire the right people who share your values and view of the world and with whom you can

perform and work well with. Through this, a productive culture will emerge. There is no need

to over-complicate things” - Interviewee I
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Figure 11: How culture and values interact, based on our findings

Cultural Variability

The findings in our theory section suggest that organizational culture is dynamic in nature

and change continuously (Stanford, 2011a). In our empirical data, these notions are quite hard

to disentangle as they hinge on the recollective abilities of our interviewees and the inherent

variability in their perception of culture. Even though some interviewees claim to have had a

clear culture from the start, it is hard to ascertain whether there is a causal link between their

preferences on culture and how it turned out. They may just have had a good ability to gauge

what a proper culture should be like in their type of venture, and the culture then unfolded as

it would have regardless of what the FT thought about it.

Moreover, many interviewees argue that the culture is connected to the size of the venture.

During the earlier phases, there is usually a small amount of personnel which means that the

culture may be more closely connected to that of a team, rather than that of an organization.

As the venture develops and grows, the culture change accordingly. Small organizations have

lower requirements for structure and hierarchy than do larger organizations. Most interviewees

seem to corroborate that a large organization is an entirely different entity than a small venture.

This is to be expected as complexity increases quickly with size.

”The culture starts with the founders and then sort of grows into the walls and permeates

the whole organization. As a venture grows however, other aspects start to affect it as well.” -

Interviewee H

Even though the prevailing assumption seems to be that every venture has a uniquely ap-

propriate culture, we have found some common themes with regards to what constitutes a

good culture. Most of our interviewees said that a somewhat relaxed culture is necessary to

ensure high performance from the employees. We believe that this is connected to the fact that
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we are only investigating tech ventures. Some interviewees consider the relaxed and flexible

culture as a competitive advantage. Their culture allow them to compete against much larger

competitors. Because they have less bureaucracy, they can operate more efficiently than their

larger competitors. The interviewees also believe that this is a phenomenon that is very preva-

lent in the Swedish market and that this may be a contributing factor to why the Swedish tech

startup-scene is so disproportional to the Swedish economy or population.

5.2.2 Vision

During our interviews, we asked for their view on the importance of having a clearly defined

vision for their venture. We received rather disparate answers with some interviewees consid-

ering their vision to have been clearly defined when they started, whilst others did not. We

acknowledge the subjective nature of regarding something as ”clearly defined”, but we were

able to gather that most of our interviewees had a rough understanding of what they wanted

to accomplish when they started out. The perceived importance of having a clear vision varied

somewhat within our sample from not being considered important at all to being extremely

important. However, the majority of the interviewees stated that their vision was a contribut-

ing factor to their success and that it lead to a better culture. Further, it seems to be the

case that the vision is considered to be more important by serial entrepreneurs than first time

entrepreneurs. This is indicative of vision indeed being important for the success when the

survivor bias of our sample is taken into account. We have to recognize the possibility that the

entrepreneurs who did not consider the vision important managed to become successful despite

their view on the importance of vision, rather than because of their view. There are many fac-

tors that come together and influence whether or not a venture succeeds and not just the vision.

We also found that the majority of the interviewees had changed their vision at least once

for their venture. As the surroundings continuously changes, it is important that ventures

adapt to the new environments and one way of doing so is to change the vision. Hence, despite

us discussing with some interviewees who found it important to quickly define your vision and

stick with it, most of them seemed open to the notion of changing the vision if need be.

We found two contradicting views on the relationship between vision and product/service.

Some interviewees believe that a good vision is necessary in order to come up with a great

product, while others suggest that if you have a good product it lets you formulate a vision

around it. We believe that this comes down to the relative innovativeness of the product. If

a product is novel enough, the vision does not have to be more complicated than putting the

new technology to use, but if the product is not very innovative, the vision becomes the driver

of development. One interviewee, who founded a leading tech company that was the first of

its kind said that their vision was to make the best out of their product and give back to the

open-source community that had helped them to develop their product. Another interviewee

argued that you do not necessarily need to have a complex vision if you have a good idea, as

that will indirectly give you a vision to pursue.
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However, we do also have accounts portraying the vision as extremely important. One in-

terviewee said that since there was nothing special about their service offering as a middle-man

in B2B transactions, they had to work hard on their vision and culture as this was their only

way of differentiating themselves from their competitors. Here, we see echoes of the RBV and

its consideration that competitive edge is built through the employees (Colombo and Grilli,

2005).

“It does not have to be so complicated, if you have a good business idea that someone is willing

to pay for then that will kind of give you your vision.” - Interviewee H

5.2.3 Values

Most interviewees said that they were clear on their values from the start. With the intervie-

wees who did not explicitly state that they had clearly defined values, we could still detect that

they seemed to hold firm beliefs and seemed to be rather clear on their values. They just were

not aware of the fact that they could be considered as being clear on their values. It seems

as the variation in responses can be traced back to the level of reflection conducted by the

interviewees. It is not so much that they have unclear values, but rather that they have not

sorted them out or listed them explicitly for themselves. The same level of variation can be

deduced from whether our interviewees consider their vision to have been clearly defined when

starting out. Nonetheless, we find this to be in line with the theory, as it is suggested that

clarity of values is a contributing factor to success (Stanford, 2011c).

We also find that the values are commonly used as the denominator by which the employ-

ees are aligned. Almost all of our interviewees say that they strive to hire people who share

their values. One interviewee said that they have large variation among their people in terms

of their experiences and skill-sets, but they share values and that brings them together. Hence,

they use values as a commonality around which to unite their people.

“Our values are what binds us together. We have a lot of people from various cultures and with

different competencies and responsibilities. Our values are the common denominator. They are

a contract that we all sign that shows how we act and how we see things.” - Interviewee E

Similarly to that of vision, we find that there is a divide among our interviewees with re-

gards to the necessity of explicitly formulating the values of the company. Some interviewees

believe that the values should be put to print and up on display for everyone to see, whilst

others consider that to be overkill. There seems to be a consensus regarding the importance

of having clear values, the division is rather related to whether it should be written down and

presented for everyone to see or not. The majority of the interviewees said that they work

continuously on formulating their values so as not to let the venture stagnate. However, there

were others who detested that idea and found it to do no good for the company.

“If you have hired people who needs values shoved down their throat, you have hired the wrong
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people.” - Interviewee C

5.2.4 Building and Sustaining Culture Over Time

An important aspect of the organizational culture is how it is maintained. During our inter-

views, we came upon several tips and practices employed by the interviewees for establishing

the culture they want to obtain. These tips and practices are important parts of the view of

culture on part of the FT. A key notion that seems to be shared by all of our interviewees is

that the people you work with are essential for maintaining motivation and performance. In

practice, this means that there has to be a good cultural and social fit between the people.

As described by contemporary literature (Maschke and Knyphausen-Aufsess, 2012), team co-

hesion is considered important to facilitate performance within the venture. Cultural fit entails

that everyone should be both aligned with the culture, and able to perform in such an envi-

ronment. There is bound to be great variation in the preferences of individuals with regards to

what kind of culture they want to work in as well as in which types of cultures they are able to

perform at their best. As a more relaxed culture seems to be the norm in the kind of ventures

investigated during this project, we assume that the best place to start is on how to attract the

kind of people that flourish under those circumstances. Cohesion is also explicitly mentioned as

a cause for why the teamwork did not function properly for one of the ventures in our sample

during the initial phases of their launch. The interviewee stressed that it would have been

beneficial for the venture if they had known each other better. Here, our interviewees agree

with theory, suggesting that knowledge regarding the co-founder’s skills and competencies are

a crucial component for effective teamwork (Bjornali et al., 2016).

“I think it would have been even better if we as a team had known each other better and longer.

Part of the process is to get to know yourself and your team, learning to trust each other and

understanding everyone’s strengths and weaknesses.” - Interviewee L

Recruiting

Recruiting the right people is considered to be immensely important by our interviewees. This

can be compared to the notions put forward by the competence-based view, where recruitment

is a key source of competitive power (Colombo and Grilli, 2005). Thus, under the assumptions

of the competence-based view, recruitment will be a main driver of competitive advantage.

The importance of hiring is clear, but it is not quite as clear just how to go about attracting

the right people. Many interviewees cite their culture as a source of competitive advantage

when recruiting. Because they often cannot offer as high salaries as their larger competitors,

they have to focus on marketing their company as a good place to work. This is mostly done

through offering non-monetary benefits such as flexible work hours or vacation time as main

selling points. Many interviewees say that in order to compete with their larger competitors for

workers, they also need to be able to effectively sell their vision so that the potential recruits

can build the same level of dedication as they themselves have for their mission and their pur-
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pose. They also put much effort into trying to gauge whether the potential recruit share their

values. As per the discussion above, sharing values is extremely important for the cultural fit

and for ensuring high performance. An interesting area for future researchers to investigate

would be how to properly gauge whether someone is sharing your values or not. This is outside

the limitations of this thesis, but remains an important question to answer if recruiting is really

as important as claimed by our interviewees and contemporary literature.

We deduce that hiring is both influential to, and influenced by the culture. Thus, our in-

terviewees seem to support the notion that the culture of a startup is best described by the

integration perspective (Stanford, 2011a). If the work force is relatively small and the FTs fo-

cus on the cultural fit during recruitment, then we surmise that the prevalence of sub-cultures

will be low.

Several of the interviewees apply what they refer to as the “grandfather-principle”, where

one or more of the founders are involved in every recruitment. This is to ensure that every

employee is a cultural and social fit as well as to ensure that the right person is hired. They

claim that this is extra important once the venture reaches a number of employees where they

no longer hire friends, or friends of friends, but rather people whom they know nothing about.

Some interviewees say that they did this up until they were around sixty people in the venture

and others are still doing it despite being over eighty-five.

”Despite us being 85 employees, I am still involved in all recruiting and meet all potential

candidates to ensure that the right people with the right values are hired.” - Interviewee F

Personality vs Competences

Many of the interviewees argue that the skill-set of a potential recruit is less important than

their cultural and social fit. The argument behind this statement is that most skills and com-

petencies can often be taught while it is much harder to change someone’s personality. This

means that it is better to recruit someone who will work well with the other people involved,

but who may not yet have the skills required, rather than the other way around. Our intervie-

wees support this conclusion with the argument that most learning is done on the job.

“You learn a lot in school, but it is not until you start working that you feel that you are

applying what you have learned. I always say that what you really learn in higher education is

problem-solving.” - Interviewee D

We find that for tech ventures, this is an important consideration. Our interviewees claim

that higher education is unlikely to adequately prepare you for their line of work, and most

skills and competencies can be learned by anyone. We recognize the sample-selection bias here

as most people the interviewees consider to employ will have obtained some level of higher

education. Nonetheless, this could indicate that the validity of measuring someone by their

”paper-skills” is fairly low. This may somewhat reduce the utility of incorporating an assess-

ment of the official backgrounds during the evaluation of an entrepreneurial team.
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Some interviewees also mention that they have had to learn a lot about what it means to

be a leader through their development. This rhymes well with the theories proposed by Blum-

berg (2013b) that managerial skills are learnable. When considering the notion that most

competencies can be taught, we surmise that, given the right conditions, most FTs could be

moulded into efficient TMTs. This finding could have implications for VCs, who often replace

incumbent management (Hellmann and Puri, 2002). However, this notion is not reflected by

our interviewees who believe that most VCs will not replace the FTs unless under very special

circumstances.

Leadership Style

The leadership style of the FT has been shown by researchers to highly influence the culture of

a venture (Goleman and Boyatzis, 2008). One major theme we identified was that nearly all of

our interviewees support the empowering leadership style described in the theory section. This

was not surprising as it is said to be the most beneficial one under the circumstances that we

typically associate with tech startups (Maschke and Knyphausen-Aufsess, 2012). We also had

instances of when empowering leadership naturally occurred due to the founders’ characteris-

tics. One interviewee for example did not consider himself a natural leader and thus needed

to create a culture of self-maintenance and empowerment. By giving the employees ”freedom

under responsibility” he did not only accommodate for his preferred leadership style, but he

also argues that it made his employees more creative and productive, which overall has resulted

in a better culture. We acknowledge that there may be some discrepancies between perceived

leadership ability and the actual ability, but in the end, the chosen style was appropriate for

his venture.

There are also instances where the interviewees argue that they must take on a supportive

role for their employees as the degree of specialization means that each employee will know

best what to do in their role. Thus, the role of the TMT should not be to direct the employees

on exactly what to do. Instead, the management have to trust the employees to be productive

and aligned with the goals of the venture.

”I, as with anyone else, only have 24 hours per day, which means that I do not have the

time nor the capability to become the best at everything. If you are a coder, you most likely

know your own code best, and if you are a customer service employee you probably know best

what the customer think of us. It is therefore my task as the CEO to make sure that the tools

exist so that everyone in our company can develop and become experts in their respective fields.”

- Interviewee E

Vision and Values

As already mentioned, there is some ambiguity as to whether a startup should have clearly

stated vision and values. Both vision and values are seen by many as being instrumental in

creating a good culture. Thus, it may be a good idea to explicitly write down the vision and

some common values. However, it varies from case to case and the FTs must find what suits
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them best.

Other Examples

Several of our interviewees expressed direct measures they take to ensure that their employees

understand and abide by the values and culture. These measures range from organizing expen-

sive global get-togethers to public scoldings. One interviewee said that they have nick-named

their employees with their own crafted term and have created a set of values that supposedly

are included in being one of them.

One interviewee who chose to scale his business by working as if the company were already

a large corporation said that they hired an HR manager very early who could ensure that

everyone they hired were aligned with their expressed values and culture. Another interviewee

claims that if you want a company with a relaxed culture you should avoid developing a busi-

ness model that requires many employees as employee growth is a driver of bureaucracy.

Furthermore, one interviewee said that their company occasionally employs what they call

a ”free week”, which is a week where their employees are free to work on a project of their

choosing. The goal is to stimulate creativity among the employees. The interviewee claims

that this has a positive effect on their culture. Another interesting, but rather unexpected,

method of ensuring a good culture was to publicly scold the employees. This, according to the

interviewee, would show both the individual and his or her co-workers that their behaviour was

unacceptable. The interviewee claimed that this would ensure a good culture because everyone

would be clear on what was appropriate behaviour and what was not.

5.3 Concerning External Investors

This section is intended to answer our third sub-question: ”What are their views on the col-

laboration with external investors?”. We begin this chapter by detailing the various sources of

external financing. We continue by analyzing aspects regarding pitching and capital raisings

before investigating and analyzing discrepancies between promises and delivery among external

investors. We conclude by analyzing and providing some general suggestions regarding poten-

tial value added by the investors.

We observe several interesting themes and findings that connect the entrepreneur and VC

in a way that would allow them to actively tune their operations to better fit each other.

These include misconceptions about pitching for capital and lack of information on part of the

entrepreneurs as to what active investing means and entails. In addition, we explore the pos-

sibility of fine-tuning the level of activity and tailoring the relationship between entrepreneurs

and financiers depending on the needs of the entrepreneurs and the capabilities of the VC. These

findings bridge some of the capital market inefficiencies through increasing the transparency

between the supply and demand-side of the private capital markets.
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5.3.1 External Financing

Most of the case companies received funding from external sources. Nearly all of the ventures

received, at some point, capital from a BA or otherwise wealthy individual. Moreover, almost

everyone raised capital from VCs as well at a later stage.

In addition to BAs and VCs, there were some instances in which the financing of the op-

erations was obtained through reinvested earnings or PE firms. In the case of PE investments,

the venture in question had previously raised capital through other sources. Lastly, one of

the ventures received financing through a bridge loan. The investors had varying degrees of

insight and knowledge about the business of the companies they invested in. Some investors

had very little understanding of the venture in question but wanted to invest anyhow, while

other investors had deeper insights into the product, market or similar.

5.3.2 Pitching and Capital Raisings

Throughout our interviews, we encountered many reasons as to why the founders turned to

external sources looking for capital. They had various reasons for going to the type of investor

that they did, and the degree of preparation and pitching required to secure funding varied

greatly. Most capital raisings required some kind of pitch on behalf of the entrepreneurs, but

these ranged from mere formalities to extensive pitches to multiple potential investors.

Reasons for Seeking External Financing

As mentioned, there were multiple reasons cited for why they raised capital from external

sources. Some ventures were founded with capital brought in from the start. One of these

companies was established by a team of previous entrepreneurs with the explicit purpose of

obtaining financing prior to launching the venture. Their first task as an entrepreneurial team

was to secure funding, only after they had done so they proceeded to launch the venture.

A similar case consisted of two founders with backgrounds in business and law, who needed

someone with a technological background. They sought capital early as they needed money to

recruit someone to deal with the technological aspects of their venture.

Others did not actively seek external capital, but were rather approached by people who were

interested in investing with them. One example is a venture whose landlord saw how well

they were doing and also happened to have a fortune of his own from previous ventures. He

liked them and believed their venture to be a good investment, so he provided them with capital.

Moreover, one of the ventures reached out for financing when their largest client went bankrupt.

They had a good business running, but they lost too much of their revenue with that one client

and needed to finance their operations. Finally, we also had several cases where the FT wanted

to take the next step and expand their venture. They approached several potential sources of

capital with the hopes of securing several sources of financing, giving them a chance to pick

and choose.
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We generally found large differences in our sample with regards to contacts and access to

potential sources of financing. There were several cases where a venture was able to secure

financing in an early stage partly because they knew the right person to talk to or otherwise

had the necessary contacts to gain access to investors. This does not mean that these ventures

would have gone unfinanced or even failed under other circumstances, but the interviewees

claim that they found it convenient to have that ease of access. Other who did not have the

same network of contacts described it as somewhat tricky to raise capital.

Sources of Capital

Several interviewees cite BAs as being their primary source of capital. The reasons given range

from having friends who are BAs, which allows for easy access, to the much higher require-

ments on parts of VCs and other more formal financiers. One interviewee said that they chose

to go to BAs because going to a VC would mean more intense scrutiny and require much more

preparation. Another interviewee preferred to work with BAs as he thought there would be

less trust and more demands from a VC. Another interviewee, who went through the full range

of financiers ranging from BAs to an IPO referred to the chain of capital as “degrees in hell”

where their relations with financiers got more strained with each step up in formality.

According to some research, entrepreneurs seem to believe that the more formal the investor, the

higher requirements will be placed on them and the more communication with their investors

will be required (Sharma, 2015). We found anecdotal evidence of this notion as explained by

one of our interviewees. His particular venture has done several rounds of capital raising and

dealt with both BAs, VCs and PE firms. The interviewee argues that their BAs were passive

and their VCs semi-active. Both of these approaches were appreciated by the management

team, but when the PE firm came on board they had to spend a considerable amount of time

on preparing spreadsheets and forecasts to present to their investors. Ultimately, they had to

set their foot down and explain that they were putting more time into investor relations than

running their business, which was hindering their development.

Another interviewee considers the Swedish VC-industry to be problematic as he believes many

VCs are being rather insular. VCs, in his experience, spend considerable effort on forecasting

and setting up milestones by which they will provide portions of the total sum they intend to

invest. This, the interviewee believes, is highly inefficient as the operations of a tech startup is

likely to change as they mature and develop. He argues that many milestones are set so far into

the future that they are unlikely to ever be realized, and most of them will not even be wise to

pursue once they approach expiration. This model is likely to divert attention from developing

the business and may also cause a lock-in effect in a sector were flexibility and nimbleness are

essential for success.

Note however that we have other examples of interviewees stating that the overall VC in-

dustry in Sweden is solid and that they have been a contributing factor to Sweden’s overall

success within the technology industry. Hence, this is a two-sided story.
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Nonetheless, most interviewees support the notion that you have to align your sources of

capital with your ambitions. One interviewee said that their goal from day one was to build an

international business of sizeable scale. Thus, they set out to secure financing from investors

immediately. Another interviewee said that when launching his subsequent ventures, he no

longer had any aspirations of building a large-scale company, and thus he never considered

VCs as a source of capital. However, according to a serial entrepreneur with many years of

experience, many FTs fail to consider whether their venture is what he calls a “VC case”.

Many entrepreneurs seek financing, but fail to recognize that the VCs have a business model

of their own and their own stakeholders that hold them accountable. This is something that

entrepreneurs seek financing needs to keep in mind. Their idea may not be bad just because

the VCs are not interested in investing with them. Their business model may not be a good

fit for that particular investor.

Misconceptions about Pitching

Throughout our interviews, we have encountered several what we consider misconceptions, or

mistakes, on part of the entrepreneurs when it comes to raising capital. According to the liter-

ature, many VCs seem to consider the management team as the most important factor when

evaluating a potential investment (Franke et al., 2008). However, most interviewees we have

spoken to approached investors with a pitch mostly concerning the market or product potential

of their venture.

Several of our interviewees who have some experience pitching have come to realize that most

VCs are often more interested in the TMT than what is typically presented, and consider their

focus during their earlier pitches to have been a “rookie mistake”. This finding highlights an

informational gap between VCs and entrepreneurs with regards to raising capital. From this,

we gather that VCs could be clearer on conveying what they are looking for when seeking to

invest in a venture so that the entrepreneurs may prepare accordingly. There seems to be a

mismatch between what entrepreneurs are selling and what VCs are looking for. We believe

that the efficiency of the private capital markets can be increased should this informational gap

be addressed and remedied through better matching of VCs and entrepreneurs.

However, our findings also indicate that the interviewees generally consider BAs to be rela-

tively more concerned with the FT when investing. In combination with our findings about

the relative ease of pitching to a BA, we conceive that they might place roughly equal absolute

importance on the management team, but that VCs will also take other aspects into account

that BAs overlook. These findings are most likely subject to some contextual restraints. Since

BAs in general target smaller firms in an even earlier stage than VCs, there is less likely to be

a well-developed product, and thus market, to consider in addition to the FT. This is likely to

be at least in part responsible for the variation in preferences between BAs and VCs. As the

venture develops and mature, we expect less and less emphasis to be placed on the FT during

an evaluation. This is partly because of the decreased relative importance of the managers as

compared to other parameters such as market potential and product. It may also partly be

because the longer a venture has existed, the more likely it is that the FT knows what they
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are doing.

”When you take in VC funding it is a different ball game. They start measuring metrics that

didn’t exist previously. An an entrepreneur, you have to be prepared for that.” - Interviewee E

We also find that the owner table is considered important by early stage investors. The owner

table is the list of owners who have a stake in the venture at the time of the evaluation. That

is, the people with whom the founders and the investor will co-own the business with. The

owner table is also commonly referred to as the ”Cap Table” or ”Capitalization Table”9. From

interviewees who are now investing on their own, we found that they typically want the owner

table of a startup to be short and they prefer that the founders own a sizable portion of the

venture so as to maximize incentives. Having a long list of owners is also indicative of having

raised small amounts of money on several occasions, which can be interpreted as being a bad

investment. We find no evidence that this is a known fact among entrepreneurs seeking capital

but we do have cases where ventures had problems raising capital because of their owner table

not looking so good.

Based on our findings in this section, we present some common misconceptions about capi-

tal raisings in the figure below.

Figure 12: Common misconceptions regarding pitching for capital, based on our findings

9http://www.investopedia.com/terms/c/capitalization-table.asp [Accessed 2017-05-04]
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Pitching Effort

We find that there are large differences in the amount of effort required on part of the en-

trepreneur during the process of obtaining capital. Most of the case-companies had to pitch

their venture to investors prior to receiving capital but the effort and level of preparation var-

ied. Theory suggests that high social capital improves chances of funding (Packalen, 2007) and

we find evidence that supports this.

Whenever the venture had a social connection to the investors to whom they were pitching, the

focus during the pitch was mostly parts not related to the FT. This is interesting as it means

that investors overlooked what they otherwise consider the most important aspect because

they happened to know the individuals personally. This effect was also found to be present

whenever there were one or more individuals among the founders who had a proven successful

track-record as an entrepreneur. One interviewee compares this phenomenon to the music in-

dustry where you are unlikely to score a contract with a record label if you cold-call them with

a demo. However, if you have a well-known producer who vouches for you, they will be much

more inclined to give you a fair chance. This finding is also prevalent in previous research, as a

large portion of VC deals originate as a referral from a trusted source (Fried and Hisrich, 1994).

To an extent, this is somewhat logical as already knowing someone should imply that there is

no reason to spend a lot of time learning about that person. Further, we find indications of

a trade-off between social capital and human capital when investors assess the management

team of a startup. If a venture has large amounts of social capital, the decision criteria are then

heavily relaxed. One interpretation of this is that external investors substitute human capital

for social capital. One plausible rationale behind this behaviour could be that the investor in

question deem himself to be able to properly assess the management team because he knows

them. This notion is also suggested by Packalen (2007), who found that entrepreneurs lacking

prior reputations must prove themselves in other ways.

The most severe case of overconfidence and over-trust in certain individuals was given to us by

an interviewee and concerns his second venture. He had co-founded and successfully sold his

first venture and decided that he wanted to launch another one. He reached out to a couple

of friends who were BAs. However, he did not know that these friends also worked as advisors

to VCs. When they told the VCs that this previously successful entrepreneurs was about to

launch another venture, two of them immediately called and wanted to invest with him. Still

in the planning stage, he declined their offer. But the VCs were adamant and would not take

no for an answer. Ultimately, he was convinced to let them invest with him. He tried actively

to discourage them from investing, up to the point where he purposely gave them the worst

possible pitching effort he could. They had already decided and would not be dissuaded. It is

worth pointing out that as of today, June 2017, this second venture has gone bankrupt and no

longer exist.

One must take into account that there exists variability not only between investor types, but

also within these types when it comes to their diligence during the evaluation process. These
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findings point, together with other findings of ours, to a heterogeneity among VCs. It seems

that just as every venture is unique, so is every VC.

5.3.3 Promises and Delivery

This section deals with the discrepancies that we have found with regards to what external

investors claim or think that they do for their portfolio companies, and what they are doing in

the eyes of the entrepreneurs.

Capital providers typically come in two forms. There are active sources of capital and passive

sources of capital. As a general note, an active investor goes further than just supplying mone-

tary capital to their investees. They may attempt to aid their investees by introducing them to

customers, capital providers or other actors. There are also instances where the investor aids

the investee in their operations as well as with strategizing and running their business. We

make the distinction that operations are related to the core business of a venture, while running

a business also entails all the various additional activities that is required to run a company.

Examples include administration, recruiting, marketing and other overhead activities.

In theory, many early stage investors can be considered “active”. This is true for VC firms

(Colombo and Grilli, 2010), and to an extent also for BAs according to our interviewees. How-

ever, in reality there is a wide spread between the activity level of active investors. Although

many early stage investors consider themselves as, and claim to be, active investors, we find

that in many cases their marketed activity level differs from their actual involvement with their

portfolio companies.

As per our discussion in the theory section, active investors supposedly help their portfolio

companies through their role as a coach. They presumably open doors, and aid the portfolio

companies in areas where they may lack competencies. But many of our interviewees state

that external investors who market themselves as active investors fall short on delivering on

their promises. Many of our interviewees are in general happy about their relationship with

their investors, but feel that they could have done more in their supposed areas of expertise.

Some say that the reason they chose their particular investor was because of the support the

financiers said they could offer. One interviewee for example said that while he was happy

with the high degree of freedom they had, he would have liked the investors to occasionally

reach out and ask how they could support the venture. When raising capital, there was much

talk from the VC about how much they could contribute to their portfolio companies, but they

failed to deliver accordingly.

”I think ’active investors’ should be more active. I feel that they generally did not really con-

tribute with much experience, competencies and network as they market themselves with.” -

Interviewee E

As we have only received one side of the story, we acknowledge that perhaps the entrepreneurs
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fall short on reaching out for help. As a result, the investors might have assumed that every-

thing was fine. Thus, communication may be flawed on both sides. Nevertheless, we conclude

that there may be a need for more explicit differentiation on part of investors so that the

entrepreneurs may gain better insight into who they are collaborating with. This notion is

supported by those of our interviewees who have worked with many capital providers over the

years who say that there are many kinds of VCs who shine in different areas. However, some of

our interviewees argue that it is often the case that VCs market themselves as offering support

in plenty of areas, including some of which they know little about. It would seem that many

VCs either overestimate their capabilities or lack the self-awareness to differentiate between

their strong and weak areas. Many of our interviewees support the argument that VCs offer

tremendous help in their areas of excellence but that they lack insight about which areas these

are. Further, several interviewees report that the same VC that helped a lot with one area of

their operations could offer little to no help regarding other aspects of their businesses. The

problem was not that they could not offer any help, but rather that they wanted to be just as

involved in those areas as they were where they could add value.

As one interviewee put it, it is hard to find investors who have an accurate understanding

of what their strengths and weaknesses are. We estimate that this is more common in the

technology sector as the industry is highly volatile and changes quickly. Thus, much knowledge

on part of VCs could be rendered obsolete fairly quickly. This notion is supported by several

of our interviewees.

The conclusion we might draw from this is that VCs need to carefully consider in which areas

they are more competent than the FT and in which areas they are better off trusting the FT

with. Among the most cited areas where the investors could be helpful to the entrepreneurs

are the areas in which they have experience the founders lack. These include the previously

mentioned contacts as well as knowledge of markets and competitors. There is also much

knowledge regarding how to run a business which the entrepreneurs may need help with. We

consider these areas to be ”non-core” operations of the business and they include things like

administration or hiring, which are frequently cited as time-consuming activities that are not

directly linked to the business model of the venture.

”I would appreciate if we could get some help with for example recruiting as it is a crucial

part of the business. But to be honest, just having the investors reaching out to ask if there is

something we need help with would just that mean a lot to us.” - Interviewee H

One interviewee likes to look at investors as one would look to one’s parents and reasons

as follows.

”They want good things for you, but they are not always aware of what you are doing. They

can offer advice and excel in certain areas, but in general they cannot help you with as much

as you might expect. It is important to acknowledge that this is fine as long as you are both

aware of it. The problems arise when they believe that they can help with things they cannot,
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or in reverse, when they do not help with things in which they could.” - Interviewee K

Along with our other findings, we interpret this as a need for better communication between

investors and entrepreneurs. With a rough understanding about where and when the investors

can offer advice or aid in a matter and where they cannot, we believe that much time can

be saved through optimization. This is an important note, as time is often cited as a VCs

most scarce resource (Petty and Gruber, 2011). This notion seems to be shared by several of

our interviewees, but as they also frequently mention the variability from VC to VC, we can

only conclude that there may be a need for VCs themselves to reflect on their capabilities as

compared to those of the FT in their various portfolio companies. Although this may be both

hard and uncomfortable, we firmly believe that through optimizing the value-adding activities

offered to portfolio companies, overall efficiency, and by extension fund-returns, could be im-

proved.

We argue that there is a need for further research into which areas that the external investors

can aid their portfolio companies. However, as briefly mentioned above, we find that they can

potentially provide aid in areas that lie outside of the core business of the venture. This is

bound to vary with both the business model and the operations of the venture as well as with

the expertise of the VC in particular. Therefore, we will leave this field to future researchers

and settle for acknowledging the need to better match the value-adding capabilities of a VC to

the needs of their portfolio companies.

During our interviews, we asked the entrepreneurs whether their general operations changed

when they received capital from external investors. In general, we find that there was little to

no change in their operations. We acknowledge that it has, in many cases, been several years

since the occurrence, and that minor changes may have been lost to memory. Especially, we

suspect that any minor changes that were nothing more than an inconvenience may have been

forgotten. However, this finding does not fully align with the notion previously presented that

many interviewees believe that their operations would change when they obtain capital from a

VC. From this, we conclude that as long as you approach and accept the right investors, there

is likely no reason to fear that they will interfere too much with your business.

We find that it is common for investors to take a place in the board, as we would expect

giving the results of our literature review. Some interviewees are happy with their boards and

how they relate to the TMT of the startup, reporting good relations and portraying them as

valuable advisors as well as someone who keeps track of money going in and out of the business.

However, one interviewee considered their board to be too focused on external events so that

they overlooked the internal shape of the company. He believes that the board should take more

interest in the internal performance and conflicts within the venture as their job is to make sure

that everything runs smoothly. The board is also expected to be active in strategizing. One

interviewee highlighted his boards’ contribution to setting up a good plan on what to do with

the capital they raised. As frequent occupiers of a board seat, VCs could use these findings to

their advantage by making sure that the board is providing the TMT with adequate support

67



in the areas where there are most synergies to be made.

5.3.4 Preferences Regarding Active or Passive Investors

It is not only the activity-level of the investors that vary, but also the preferences on part of

the entrepreneurs. In our sample, we have examples of both entrepreneurs considering their

investors to be too active and too passive. Most interviewees regarded their investors as being

more passive than desired. These findings could have been influenced by each entrepreneur’s

individual experience of investors. One interviewee said that he prefers passive capital, and

would prefer no external capital at all if possible. However, he does recognize that this is likely

a result of the bad experiences he had with his investors the first time he launched a venture.

His investors were too involved and demanded frequent reports and updates to the extent that

he barely had time to work with the company.

Another entrepreneur, who is now also a BA, suggests that an investors involvement depends

a lot on the FTs maturity and experience. Startups with young founders likely need more

support than those with more experienced ones, which he believes both entrepreneurs and in-

vestors need to take into account.

”It has a lot to do with age. I was 39 when I founded my company, so I didn’t really need

active investors, but if I was 19 I would probably have needed someone who could help me and

tell me what to do. Again, it’s mostly about maturity.” - Interviewee C

Some interviewees explicitly stated that they would have been willing to trade some of the

money they received for more involvement on part of the investor, suggesting that a mentor or

aid would have been of much use for them during their formative years. It is hard to flesh out

the circumstances under which the investors are considered too active or too passive, as these

opinions are personal and subjected to various biases. We can only report that the conception

of external investors varies from “too passive”, through “adequate”, and all the way to “too

active”. When taking the supposed heterogeneity of VCs into account, we conclude that there

may be room for improvement through actively matching the activity level and skill-set of a

particular VC with portfolio companies. VCs have been known to syndicate with each other

(Dimov and Clercq, 2006), and perhaps there is room to refer ventures to other VCs who better

suit their needs.

The fact that some entrepreneurs are willing to accept less capital from a more involved in-

vestor, while other entrepreneurs would have preferred a lump sum from a passive source, tells

us that there is room for specialization among providers of external capital. Although this

could mean less possible investments, this could be off-set by the fact that the investments

a VC actually make would be better suited for his or her style of investing. We expect that

a better fit between investor style and venture-needs would increase total performance as it

would reduce the matching problems between the supply and demand side of the private cap-

ital markets. Further, this could reduce the principal-agent problem described in the theory
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section. We encourage future researchers to investigate and analyze this area further.

It is hard to disentangle our findings from the fact that there seems to be varied expecta-

tions from entrepreneurs with regards to what an active investor should be doing. This is an

interesting topic that warrants further research, but when put together with the claims of our

interviewees, that there are areas in which VCs excel and areas where their knowledge is lim-

ited, we conclude that there is room for improvement by appropriately evaluating the venture

in the context of the VCs preferred level of activity as well as expertise.

5.3.5 Adding Value as an Investor

There are several ways for an external investor to add value to the portfolio company that

do not come in the form of money. These include helping the portfolio companies with the

surrounding activities required to run a company that are not directly related to the core op-

erations of the venture. As previously mentioned, we define core operations as the activities

that are directly connected to the core business of the venture. This could, for example, entail

programming for a venture that develops phone-apps.

Our results may be skewed to the extreme in this regard as we have focused specifically on

technology startups in this project, and have taken the entrepreneurs point of view, not the

investors. As evident by the high levels of technical education present in our sample, the core

operations of these startups require a fair amount of specific knowledge. This is knowledge

that the VCs cannot be expected to possess. But this means that there will be areas of their

operations in which the VC will not be able to contribute much. This is fine and highly ac-

ceptable as long as the VC is aware of his or her limitations. Through focusing on the areas

where the VC really can add value and less on the areas where they cannot, total efficiency

can be improved through mechanisms of specialization. These surrounding areas that include

things like recruiting or accounting are also areas where inexperienced entrepreneurs will likely

need more help than experienced entrepreneurs. Many of our interviewees cite these areas as

knowledge they found to be very useful when launching subsequent ventures. However, this

does not help the first-time entrepreneurs, especially the technically educated, who have yet

to learn these lessons. Here, we conclude that there is a possibility for VCs to contribute

to their portfolio companies. By helping the startups with running their business, they al-

low for the FT to focus on product development and core operations. As early stage investors,

we believe that this is very important and have the potential to add much value to the startups.

”You should carefully consider where the marginal benefit of your actions is. At a time, we cut

our own business cards and spent hours on that instead of our core business, when in reality,

business cards are not that expensive. It is a trade-off between time and money and we had

probably been better off buying certain services.” - Interviewee D

The case where a startup found their CTO quickly through one of their BAs is an example of

how investors can aid portfolio companies suffering from limited access. As outlined under the
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section on social network theory above, many ventures have trouble finding the right people.

Several interviewees mention a leap between hiring friends or friends of friends and when you

start hiring people whom you know nothing about. When coupled with the notion that hiring

is among the most important activities for a startup, which is firmly grounded both in theory

and our empirical data, we conclude that startups could indeed use some help with regards to

recruitment. This is an area where external investors, whom supposedly have large amounts of

social capital and extensive networks (Fried and Hisrich, 1994), have a great possibility to add

value to their portfolio companies. Theory suggests that the founders must have the human

capital required to run their venture (Shrader and Siegel, 2007), but here we find evidence

that investors may be able to supplement the FT. Thus, it is less important to gauge what

the FT is, as compared to reflecting on what they could become. With regards to the areas

in which VCs likely can and cannot add value, we derive a set of activities, presented in figure 13.

One interviewee says that they hired an individual responsible for human relations and hiring

as soon as they could afford, because they know how important hiring is, but also how much

time it takes. Thus, we believe that through helping their portfolio companies with recruiting,

the investors can leverage and utilize their networks and add value for their investees. We

find this topic to be interesting, and urge future researchers to dig deeper into the circum-

stances under which the expertise of an active VC can be optimally utilized. It would also be

of great value to entrepreneurs and VCs alike if there was more research into the topic of how

the optimal collaboration between entrepreneurs and VCs varies. We see indications that the

amount of previous experience as well as the complexity of the operations to be parameters

worth investigating.

Finally, building on the discussion of the time-constraints faced by VCs in general. We find

that additional research is needed to identify how to properly gauge the number of ventures

that a VC can be actively be involved with. This will obviously depend on the level of support

required by each venture, but we have found indications that points to VCs taking on too much

work, as several entrepreneurs consider the support provided to be rather too low. We further

suggest that researchers look into whether the business model of contemporary VC firms is

adequate for investing in early stage technology ventures. As suggested in the theory section,

VC firms are small, slim, and streamlined organizations. But based on our findings, we contest

whether this is the most proper way to approach the technology startup industry. There may

be a better way to design the organization if the goal is to invest primarily in the tech industry.

This may also be extendable to other industries, but since we have only looked at tech startups,

we can only speak for the context we have investigate.

Based on our findings, we present a potential workload distribution between the FT and ex-

ternal investors that might be suitable for both parties. In the figure below, we present some

general recommendations of areas where we deduce that TMT and investors respectively are

best off focusing their efforts.
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Figure 13: A potential workload distribution between TMT and VCs
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6 General Discussion

In this section we present discussion and analysis that bind together findings related to each of

our sub-questions. We consider cross-sectional findings and discuss them in light of contempo-

rary literature and our theoretical framework.

6.1 Team Characteristics and Performance

Here, we present some notions derived from the interconnection between the team characteris-

tics and the performance of the venture as it relates to heterogeneity and leadership.

6.1.1 Diversity and Cohesion

Both theory and our interviews indicate how important diversity is for performance (see e.g.

Kaiser and Müller (2015) or Kakarika (2013)). Firstly, we find that nearly all of our cases

were launched by heterogeneous FTs. The teams were diverse with regards to both their com-

petencies and their personalities. Our findings suggest that the teams were relatively high in

both diversity of expertise and diversity of opinion. Given the knowledge we retained from our

literature review, this is not surprising. We expect this to be the case in a sample of successful

startups. Our reasoning is as follows; In a sample made of successful cases, there should be

an over-representation of the ”right” amount of diversity, as suggested by theory (Kakarika,

2013). We found some variation with regards to the diversity of opinion, as some interviewees

considered their team to have been a little too large for them to cooperate efficiently. This is

indicative of having too much diversity of opinion. As theory suggests (Kakarika, 2013), this

impaired performance. We find the prevailing cause to be the size of the FT, as this was men-

tioned by the larger teams in our sample. It is hardly surprising that the number of opinions

are correlated with the number of co-founders. These findings show that there is some merit

to both the conflict view and the knowledge-complementary view proposed by the literature

(Kakarika, 2013). Our interviewees support both the notion that heterogeneity brings compre-

hensiveness of discussion and the notion that heterogeneity may impair collaboration.

Our interviewees gave frequent account of the importance of cohesion with regards to per-

formance. It is evident that cohesion, just as theory suggests, facilitates collaboration and

performance (Maschke and Knyphausen-Aufsess (2012); Vissa and Chacar (2009); Bjornali

et al. (2016)). We find this both through statements of how important their collaboration was

for their performance, but also through statements that show how low cohesion slowed their

progress. Lack of cohesion forced the team to first get to know each other before being able

to cooperate efficiently. Here, we see a good example of how cohesion, as built together by the

founders, increased their joint performance. This is not surprising as it falls quite natural to

assume that a team that works well together, perform well together. We deduce that cohesion

is indeed important for launching an entrepreneurial venture and that it needs to be developed

before the team can perform at their best. We suggest that future researchers investigate how

to efficiently build and maintain cohesion within the FT. Some thoughts on this are provided

in the appendix ”On Starting a Venture”.
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Furthermore, we find cohesion to be correlated with previous association. This is hardly sur-

prising as we expect a higher degree of cohesion between individuals with a social association.

With regards to professional association, we find the link to be indirect. Several founders report

having reached out to their subsequent co-founders because they felt that they had worked well

together on a previous occasion. From this, we gather that it is the social connection that is

important, but that professional association either suggests a social association as well, or acts

as a substitute. It is possible that there was an underlying, non-mentioned, social association

between the co-founders in these cases. This argument is further strengthened by the fact that

our interviewees generally report to have selected their professionally associated co-founders

among a pool of several plausible candidates. As such, there had to be a deciding factor by

which they made their decision. We find it rather plausible that this unobserved metric was

a social association, or an expectation that they could form a good connection with these

other individuals. In these cases, the FTs were deliberately formed to maximize performance.

The co-founders whom finally were reached out to were not the only people with whom the

interviewee had a previous connection, but they were likely the ones considered to be most

fitting. Thus, we find previous professional association to be correlated with a higher degree

of cohesion, but we are unable to decipher whether the driver of cohesion was a hidden social

association which was not reported to us by the interviewees. Social association seems to be a

driver of cohesion regardless of whether the co-founders have a previous professional association

or not.

6.1.2 Founding Team Influence

The literature tells us how important the FT is for a venture (Bjornali et al., 2016). This

is also evident in our findings in multiple ways. There is ample evidence that our FTs have

had a lasting imprint on their ventures, at least during the time they were still there. This

shows us both how the culture is derived from the people involved, but especially how it is

derived from, and deliberately formed by, the FT. This notion is argued by the Upper Echelon

Theory (Bjornali et al., 2016), which assumes that the top managers are largely influential to

the organization. This seems to have been the case for the ventures in our sample and thus we

suggest that our findings support the notion that the FT and TMT are highly influential to

their ventures. Another important way in which the founders influence the venture is through

their cultural preferences. Their preferences are highly influential to the subsequent cultures of

the ventures. We find that the cultural preferences of our interviewees are often dependent on

their previous experiences. People who have experienced both unusually bad cultures and un-

usually good cultures recognize the importance of having a great organizational culture. This

is reasonable, as the benefits of a proper culture are more likely to be noticed when either

completely absent or fully present. We consider this a case of the path-dependence outlined in

contemporary literature (Beckman and Burton, 2008).

Another important way in which the TMT influence the venture is through their leadership.

We find that for most of our cases, the leadership style seems to be adequately tuned to their
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operations. We did expect to find an over-representation of appropriate leadership given our

sample. We also expected, after reviewing the literature, to find empowering leadership to be

the most prevalent style. These expectations were confirmed by our findings and thus we gather

that an empowering leadership style seems appropriate for leading a Swedish tech venture. In

addition, we found instances where our interviewees gave up leadership of their venture to allow

for someone with more experience to assume leadership. We argue that surrendering leadership

is the appropriate way to lead a venture under certain circumstances, and that this may well

be one of the deciding factors for why their venture ultimately thrived.

On a final note, we found that the majority of the interviewees considered their team com-

position to have been a contributing factor to their success. Most interviewees could produce

an argument as to why their particular setup enabled their success. We deduce that there are

various biases at play here, and that we cannot decipher whether their accounts are accurate or

not. It could be the case that they believe themselves to have succeeded because of their team

composition, when in reality they might have succeeded in spite of their team composition. It

could also be the case that team composition may not be as important as theory would suggest

or perhaps that it is more dependent on the context than we thought. A final possible scenario

is that the team composition is indeed important and that our findings are impacted by a

sample-selection bias related to the size of our sample. Thus, we leave it to future researchers

to dig deeper into the benefits of various team compositions. We acknowledge that may various

compositions seem possible and that it is likely that the right composition is dependent on the

context and is venture-specific.

6.2 On Recruitment

In this section, we discuss the importance of hiring and highlight some problem-areas as por-

trayed by our interviewees. In addition, we present a possible way towards solving this issue

through involvement of external investors.

6.2.1 The Importance of Recruiting

Contemporary literature argues how important recruitment is to maximize chances of success

(Blumberg, 2013b). Hiring the right people is paramount to ensure high performance, and

recruitment drives performance in several ways. Firstly, as per the competence-based view,

recruitment is the means by which the ventures increase their competitive power (Colombo

and Grilli, 2005). Secondly, recruiting the right people helps build and foster an appropriate

culture, which is in itself a driver of performance (Stanford, 2011c). Just as the FT does, the

earliest employees are quite likely to have a significant impact on both culture and operations

through mechanisms of path-dependence. Finally, proper recruitment allows for the ventures

to benefit from synergies related to diversity, which they may need additional, complementary,

skill-sets to realize. As discussed throughout this thesis, these synergies can be very beneficial

for a venture. These arguments are all supported by our interviewees, who consider recruiting

to be immensely important in order to launch and build a successful tech venture.
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”The culture comes from the people, so if you recruit poorly you will sabotage your culture” -

Interviewee H

6.2.2 Problems With Recruiting

However, we find indications that the recruitment practices employed by Swedish tech startups

are somewhat lacking. Our findings suggest that in many cases, the ventures are unable to

recruit properly. We find several possible explanations for this, among them is the notion that

the ventures lack proper access and the networks required to find suitable candidates. This is

in line with the arguments of social network theory (Kaiser and Müller, 2015), and presents

a potential problem for the Swedish tech startup-scene. We find cases which indicate that

there is some merit to the notion of startups suffering from limited access to resources due

to underdeveloped connections (Maschke and Knyphausen-Aufsess, 2012). As suggested, star-

tups try to overcome their competitive disadvantage by marketing their culture and their values.

We also find that recruiting is mostly conducted by the FT. This notion is proposed by both

theory and our findings and we argue that this may not be the best way to go about expansion.

The FTs are unlikely to have the knowledge required to properly assess potential recruits, and

they most certainly have other things that require their attention. Combining weak recruit-

ment capabilities with limited access to the right people we arrive at the conclusion that there

might be a need to improve the hiring processes of tech startups.

Fortunately, a plausible solution to these issues was indirectly proposed by some of our in-

terviewees. As outlined above, one of our case-companies were able to find their co-founding

CTO through their investors. From that, we gather that external investors could be utilized as

ways of finding recruits. If investors have large networks, they are less likely to suffer from the

access-restraints that we find hindering appropriate recruitment for our case-companies. Com-

bining access with experience, external investors may be able to improve the hiring practices

employed by tech startups. This could potentially mitigate the negative effects on performance

derived from lack of diversity due to limited hiring capabilities. Per our discussion above, the

flawed recruiting could potentially bring adverse effects related to limited diversity of both ex-

pertise and opinion. Experienced entrepreneurs and investors may also be able to gauge which

skills or personal characteristics that are lacking within a FT, and thus may be able to add

value by complementing the team.

6.3 On Investor Behaviour

We find several areas where there is room for improvement with regards to the practices of

external investors. As outlined in the results-section, there is much potential in adjusting the

activity level to match the needs of the portfolio company. We also find that the marginal bene-

fit should be considered when offering operational support and other post-investment activities.

We find that most interviewees would have liked their investors to be more active. They

claim to have received less support than they had hoped for, and believe that the investors
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could have done more for them. This is indicative of an inefficiency in the Swedish venture

capital market. The literature argues that VCs contribute to their portfolio companies through

strategic advice and operational support (Zider, 1998), but we argue that in reality this may

not always be the case. We acknowledge that this information was obtained through interviews

with the receiving end of these contributions, which may distort the view. However, in the

perception of our interviewees, Swedish VCs do not entirely live up to the expectations of an

actively involved investor. We also acknowledge the potential inability to gauge VC contribu-

tion on part of the entrepreneurs, and thus recommend that future researchers investigate the

matter further.

In a couple of instances, our interviewees indicated that they would have been willing to ex-

change some of the funds they received for a higher degree of support. This is a very interesting

finding for external investors. If the portfolio companies are willing to accept a smaller sum of

money, or giving away more ownership, in exchange for receiving more support, then external

investors have a great opportunity to increase returns. Through offering more support, they

would need to spend less capital per unit of ownership. In addition to actively helping the

venture to succeed, this could offer better returns to their invested capital. This could occur in

two ways. Either through a higher exit value for the invested dollars, or through less invested

capital for the same future exit value. Regardless, the return per invested dollar would be

higher, resulting in a higher IRR and ROIC.

We have received several accounts of FTs who found themselves spending too much effort

on investor relations. When spending time on managing investors, they have less time left for

developing their venture. This could be a problem if, as the attention-based view suggests,

it results in reduced decision-making capabilities on part of the TMT (Bjornali et al., 2016).

We would argue that if the development of the venture is depending on the FT to make the

right decisions, but they are subjected to time and capability restraints, this situation is hardly

improved if the FT has to spend a lot of time on managing their investors. The detrimental

effects to performance resulting from diverted attention is likely to be just as bad if the diver-

sion is deliberate as if it is unintentional. Focusing on investor relations is bound to reduce

focus on core operations, which is likely to negatively impact performance. We recognize that

VCs have stakeholders to answer to, which means that they have to carefully scrutinize their

portfolio companies. However, we find that this could be somewhat counterproductive to the

performance of their portfolio companies. We find that VCs are commonly perceived as being

active in the wrong way. That is, they support too little and monitor too much. They are

conceived as being too focused on the financial aspects over the operational.

We find that there is a certain lack of communication between investors and entrepreneurs

during the pre-investment evaluation phase. Investors and entrepreneurs alike seem to be un-

able to properly communicate their aspirations and expectations of their partnership. This

cause problems during the post-investment phase where friction may arise between the parties.

We believe that although the friction seem to be warranted, it could have been prevented had

both parties been clearer on their intentions up front. We believe that the problems we discuss
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here could have been prevented if there was a better understanding of what the partnership

would look like. We argue that the friction comes from misaligned expectations, rather then

problematic behaviour.

One potential problem to overcome in order to improve communication is the issue of trust

between investors and entrepreneurs. Trust is an important part of cohesion, and was found by

Google to facilitate team performance (Duhigg, 2016). Like our interviewees, we consider an

active investor to be a part of the team. Thus, we would argue that cohesion and trust is not

only necessary within the FT, but also in the collaboration between FTs and external investors.

Through increased trust and cohesion between investors and entrepreneurs, the negative effects

derived from the perceptively high management risk can be mitigated (Kaplan and Strömberg,

2001). Through diligent communication and clarity of information we believe that some of

the reported issues concerning investors can be addressed. This could further help mitigating

the adverse effects related to the principal-agent problem inherent in the relationship between

investors and portfolio companies.

During our interviews, we received accounts of investors being too involved in the venture,

to a point where they were considered to be meddling. However, as we have only received

one side of this story, we cannot rule out the possibility that meddling simply means instances

where the entrepreneur and the investor disagreed over some issue. As an example, we look

to the statement that investors sometimes were considered as ”trying too hard to influence

parts of the venture that they knew little to nothing about”. Here, we recognize the possibility

that they really did understand the issue, but disagreed with the entrepreneur as to how to

approach it. This could have led to a situation where the entrepreneur considered the investor

as incapable of understanding the issue at hand. We gather that lack of communication may

have been the real problem here, which is in line with our findings portraying the perceived

inactivity of investors.
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7 Conclusion

In this final chapter we present our conclusions and the answer to our main research question.

The answer is presented by division of the sub-questions and subsequently formulated as a set

of recommendations for entrepreneurs and investors. These recommendations are based on

our findings from our empirical research as well as our literature review. We conclude this

thesis with a presentation of the projects limitations as well as some notes on suggested future

research.

7.1 Connection to Research Questions

The purpose of this thesis has been to investigate and discuss aspects concerning the founding

management teams of Swedish tech startups and their collaboration with external investors.

We approached this research by conducting interviews with 13 entrepreneurs whom together

have been involved in the creation of roughly 50 ventures. In order to fulfill the purpose, we

constructed a main research question:

”What patterns can be identified with regards to the characteristics and views of the found-

ing management teams of successful Swedish tech startups?”

We also formulated three sub-questions to help us answer our main research question. Here

follows our proposed answers to these sub-questions respectively.

Sub-RQ 1: Which team characteristics are shared among successful founding management

teams?

Based on our empirical research, we find that the size of the FTs for successful Swedish tech

startups (in our sample) range from one to seven founders, with most of them being between

two and four members. We conclude that being more than a single founder is probably a good

idea, as this allows for utilization of synergies derived from team heterogeneity. Furthermore,

being over four founders will likely bring conflict and increases the risk of some founders not

being committed and driven enough. Hence, we conclude that two to four founders is a good

benchmark to aim for. In addition, the venture could benefit from having a diverse set of

opinions and skills.

We find that most of the FTs in our sample had a previous professional or social associa-

tion, and conclude that it is a good idea to launch a venture with someone you share previous

connections with. Carefully composing the team with this in mind will likely improve perfor-

mance through heightened levels of cohesion resulting from the team being familiar with one

another. This should increase the chance for success.

Our interviewees generally see entrepreneurial experiences as a significant benefit. Entrepreneurial

experience often come with a valuable social network that can be leveraged in future endeav-

ours. It also ensures that you are aware of what you are getting yourself in to. This is very

helpful, especially with regards to all the activities that are required when running a business
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venture.

Finally, we find that successful FTs of tech ventures in Sweden are to a large extent diverse in

terms of their functional background and personalities. This is a good thing as it allows for

harnessing synergies derived from diversity of expertise as well as diversity of opinion. However,

it is important that the level of diversity is maintained at a moderate level as cooperation will

be difficult if the FT have too little in common. One way of mitigating this risk is to ensure

that the FT share common values. The values serve as a common denominator around which

the team can unite and come together.

Sub-RQ 2: What are their views on culture, vision and values?

We find that our interviewees unanimously consider their culture to be extremely important

and a contributing factor to their success. Values are generally considered vital as they are the

source of the culture and serve as a uniting factor among diverse individuals. Shared values

are a driver of cohesion and by extension also performance as they contribute to increased co-

operation. Despite the majority of the interviewees advocating having clearly defined company

values, there was still some ambiguity as to whether the values should be written down or if

it is sufficient to simply keep them in your head. We conclude that the best way to deal with

this is to attempt to write the values down, and if you feel that it did not bring anything new

to the table or impact your performance in any way, there is no need to continue the practice.

Our empirical results suggests that FTs and their values are highly influential to the orga-

nizational culture, and that they are in turn to a great extent influenced by their previous

experiences. The FTs of successful tech startups draw upon their experiences to shape their

values and perceptions of how they would like the culture to be in their venture. The sources of

influence range from their backgrounds in terms of growing up to more recent experiences such

as the workplace culture of their previous employers. From this we gather that an in-depth

investigation into the past experiences of the founding team-members could enhance under-

standing of their views regarding these matters.

We find that a deliberately construed culture is preferred as both literature and the inter-

viewees argue that there will always be a culture within a company and that it is up to the

TMT to shape it. It is up to the TMT to ensure that the culture is productive rather than

detrimental to performance as well as the health of the employees. We conclude that there

can be some groundwork for a culture laid from the start by the FT, which can help shape the

culture. This groundwork of the organizational culture could potentially be in terms of values

or hiring practices on part of the TMT. We conclude that a deliberately shaped culture may

help performance as it facilitates teamwork and motivation.

Finally, we conclude that the vision seems to be an important aspect to consider for a Swedish

tech startup. However, there is some ambiguity in our findings as to whether the vision shapes

the product or if the product shapes the vision. We find this to be related to the innovativeness

and novelty of the product. With a highly innovative product, the vision can be derived from
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the proposed use of the technology. But if the product offer little to no novelty, the vision will

be more likely to shape the product, as it will not be as clear exactly what to do. We note that

most serial entrepreneurs consider the vision to be the driver of a venture. This may however

be a result of their multiple ventures being minor and relatively low in novelty.

Sub-RQ 3: What are their views on the collaboration with external investors?

From our interviews, we find that the collaboration between investors and entrepreneurs func-

tion rather well, with some important exceptions. We find some common misconceptions related

to capital raising and pitching in particular. For example, entrepreneurs commonly focus on

the wrong areas during their pitch for capital as compared to what external financiers are likely

to consider most important. In addition, we conclude that there is a trade-off of sorts between

social and human capital where the decision criteria are relaxed when evaluating a FT with

whom the investor has a personal connection. This have resulted in a rather uneven playing

field with regards to raising capital where some ventures find it very easy to gain funding while

others must work harder for theirs. On a note of caution, we have not tried to disentangle the

effects of variability in business model or any other cause that are also likely to influence the

decision of financing a venture. We have not analyzed our case-companies as would an investor

do during their evaluation process. We settle for acknowledging that some ventures had an

easier time than others in raising capital and that this seemed to be connected to whether they

knew the investor or not.

One area where our empirical data suggests an inefficiency in the VC market is with regards

to the comprehensiveness of post-investment activities. We find that entrepreneurs in general

consider investors to fall short on their promises. We note that this could be due to active

investors either overestimating their ability to contribute to their portfolio companies, or that

they for some other reason do not live up to the expectations. We deduce that there is room

for improvement regarding how active VCs market themselves. We further note that factors

such as team size, personal maturity, age, experience and technological complexity should be

considered before deciding the appropriate level of activity. This may well be connected to

the chosen organizational style of VC firms. They are generally small organizations with few

employees and thus are not appropriately designed for offering extensive support. Although

this may be a deliberate choice on part of the VC firms, we find that their current activities

are often insufficient in the eyes of their investees.

Finally, we find that there are many areas in which external investors are able to success-

fully add value to their portfolio companies. But there are also areas where they are unable

to add value, and thus should stay clear of. We conclude that external investors must exercise

self-awareness and retain an accurate understanding of where they can and cannot add value.

This is likely to be especially important in the technology sector as the complexity inherent

in the core operations of their portfolio companies are likely to be outside the expertise of

an external investor. This is perfectly fine, as long as they are aware of their strengths and

weaknesses. Just as in any teamwork, knowledge of skill-sets are key to effective collaboration.
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Based on our findings and discussions, we derive some recommendations for entrepreneurs

as well as VCs.

7.2 Recommendations for Aspiring Entrepreneurs

• Consider starting your venture together with one to three other people with whom you

share a social or professional connection. Avoid including only your closest friends unless

you believe that they are valid candidates based on other metrics as well. Be considerate

as to whether you share equal degrees of commitment and consider having a balanced

distribution of ownership to align your goals and incentives.

• When considering potential co-founders, make sure to consider how and if you complement

each other in terms of functional expertise, personalities and opinions. There should be

an adequate amount of heterogeneity to ensure a healthy discussion, but not so much

that the discussions turn into unproductive conflicts. Try to be ”different but still alike”

when it comes to your co-founders.

• Do not think too much about whom do what among the founders. It will likely fall quite

naturally after some time who is better equipped for which tasks.

• Recognize that the culture of the startup will primarily be derived from the founders.

Thus, make sure that you breed a healthy culture through for example hiring employees

who share your values. Further, it would likely help, but it is not a necessity, to have

clearly defined company values and vision.

• When pitching for capital, especially to early-stage investors, focus more on the FT and

less on other aspects as this is generally the most important aspect in their eyes.

• Ensure that you have the right expectations on your investors, and that they have the

right expectations on you. This will ensure a good relationship where you can work well

together to achieve your goals.

• Make sure to evaluate whether the investors are the right ones for you. Endeavour to find

out what they offer and try to make sure that you get what you want. There is a wide

variety in the level of involvement that is offered by investors, so make sure that you get

what you want.

• For further information on this topic, see appendix ”On starting ventures”.

7.3 Recommendations for VCs in General and Almi Invest in Partic-

ular

• Look beyond the resumes of the founders you evaluate. Look for diversity of expertise as

well as opinion. Emphasize the management team of the venture, especially during the

earlier stages when they have yet to prove themselves.

• Be more transparent and explicit in your offerings. Be clear on what you are offering in

terms of post-investment support and coaching. It does not really matter whether you
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are high or low on active support as there seems to be demand for both types. What is

important is to be transparent with regards to what you offer.

• Try to assess whether the FT are clear on their values and have an envisioned culture

for their prospective venture. Keep in mind that there is no absolute need for a clearly

envisioned culture, but clarity on values seem to be beneficial for their future prospects.

Keep in mind that the culture rarely exists from day one.

• Recognize the influence that the TMT have for future development and assess whether

they are likely to set the venture on the right path forward.

• Pay attention to the fit between investor and entrepreneur with regards to activity level

and activities conducted.

• Consider viewing and portraying yourselves as more of a partner to your portfolio com-

panies. Swedish tech entrepreneurs consider external investors to focus rather too much

on the financial monitoring as compared to operational support. Support is how you add

value beyond capital, monitoring only helps you keep track of the added value.

• Make sure that you do not confuse social capital with human capital during the assess-

ment. In other words, do not let the fact that you share a social connection interfere with

your evaluation of the management team.

• Be clear on your value proposition as well as what you can and cannot do for your

portfolio companies. Transparency will lead to better relationships and we find that

there are plenty of entrepreneurs looking for every kind of investor. There are many

ventures that seek funding, and it is highly likely that many of them prefer, and are

looking for, your level of involvement.

• Do not overstate your capabilities as this will lead to poor relationships and may endanger

the partnership as well as your returns.

• Consider whether a more active collaboration with the portfolio companies could increase

fund returns through increasing the exit value per invested dollar.

• Consider whether your organization is adequately equipped to provide the operational

support required by your portfolio companies. Make sure to adjust either your organiza-

tion or your portfolio accordingly.

7.4 Limitations

Per the qualitative nature of this study, we cannot extend our findings to hold for other con-

texts than the one we have investigated. Thus, the generalizability of our findings is rather

low. In addition, we have only studied 13 entrepreneurs and their startups out of hundreds,

potentially thousands, of ventures in our investigated category. As such, some care should be

taken before generalizing the results of this study. We have deliberately avoided analyzing on a

venture-specific basis so as not to lower reliability further. Rather, we have chosen to conduct

our analysis on an aggregated basis. We have attempted to provide a good account of the
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variations and nuances in our findings so that the reader may utilize our aggregated findings

and apply them to his/her specific context.

During this project, we have only studied successful startups. There are several limitations

imposed on this research inherent from this choice. Firstly, success was defined by us during

this project. The fact that there is no clear way to define success for a startup coupled with

the fact that it was defined at our discretion means that the sample could be flawed. Secondly,

when only looking at successful startups, it is hard to ascertain whether the practices they

employed are correlated with success or not. We have found an over-representation of traits

associated with venture success, which leads us to believe that our sample could indeed be

viewed as successful. But there is no way to be certain. Lastly, when only considering success-

ful startups, we cannot make a diligent comparison with failed startups, which would be highly

beneficial in deriving recommendations and best practices with regards to launching a venture.

Moreover, our findings are in line with the RBV, and we find traits assumed to be inter-

nal drivers of competitive power to be prevalent in successful Swedish tech ventures. However,

this thesis does not include an analysis of the venture in full, but rather focus primarily on the

founding team. This limits our findings to the extent that they do not account for the ventures

strategic position in the markets.

As per our choice to not include all types of diversity in the scope of this thesis, the results

are limited to the extent that our findings do not offer any insight into the characteristics of

successful entrepreneurs with regards to age, ethnicity and gender etc. We focus on functional

diversity under the assumption that these aspects are more important.

We have seen much variability in the answers to many of our questions, and it seems as though

many of our findings are venture-, and context-specific. With this in mind, one must be careful

to extend our findings to other ventures. A key theme throughout this research have been the

tight dependency of our findings to their respective FT.

We have taken several measures to ascertain that we present the views of our interviewees

as clearly and precisely as possible. We have recorded, transcribed and summarized our em-

pirical data so that they are available in both audio and text format. We therefore consider

the data analyzed in this thesis to be reliable. However, we cannot account for the reliability

of the information as it was provided to us. Herein lies the largest limitation to our conducted

research. All of our empirical data consist of individual accounts of events that happened as

far back as fifteen years ago. These opinions and accounts are bound to have been distorted

by time and biases alike. Hindsight bias as well as availability bias are both highly likely to

interfere with the recollection of events that occurred so long ago. Recall bias have probably

also affected the answers given to us during our interviews (Last, 2001). In addition, recall bias

is likely to have affected us as researchers as well, even though we took precautions such as

recording and transcribing as well as summarizing the interviews post-hoc. Another possible

source of flawed information is information subject to social desireability biases. The intervie-
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wees may have felt that we evaluated their past performance, and as such may have given us

the answers they thought would make us think the best of them (Gergen and Gergen, 1986).

In addition, the answers provided during our semi-structured interviews are bound to have

been affected by the discourse as well as by the narrative and context of the conversation. A

final aspect to consider is the precarious nature of discussing opinions about other people. We

have asked several questions that can be considered as sensitive, and as such we run the risk of

receiving distorted answers. We have personally suggested that the interviewees be anonymous

with regards to their statements, so as not to implicate or offend a third party. Due to this,

we deem our answers to have been truthful and accurate. This increases the reliability in our

findings, especially with regards to the relationship between investors and entrepreneurs, where

the most sensitive information was obtained.

7.5 Further Research

Throughout our research, we have found several interesting ways our research could be ex-

tended.

• We find shared values to be an important factor for successful teamwork. Thus, an

interesting area for future research would be to investigate how to assess another person

with regards to whether they share your values or not.

• In addition to our findings regarding FT heterogeneity, there are several other aspects

of diversity that potentially could affect performance and chances of success for tech

startups. We encourage future researchers to investigate this more in depth.

• We find that cohesion is a very important aspect of team performance. We suggest

further investigation into how a team can build and maintain a high level of cohesion in

the context of launching a tech startup.

• Further research is warranted into the importance of having a clear purpose and mission.

We find that most successful tech entrepreneurs have a rough idea of their purpose and

what they want to achieve, but further research is necessary to clarify this.

• Our results suggest that there are inherent trade-offs related to replacing the FT as top

managers. Future research would do well to dig deeper into the advantages of replacing

or keeping the founders of the venture.

• We find that there is a need for other researchers to further investigate the areas in which

external investors are best suited to add value to their portfolio companies. In particular,

this research should be aimed towards matching investor capabilities with venture needs.

On the same note, there is also room for researching the potential positive effects on

the Swedish VC markets that could be realized if there was a better matching between

investors and ventures.

• We derive a need for further research into the particular capabilities of individual VCs

and how to effectively utilize their variability for matching ventures with investors.
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• We suggest that future researchers delve deeper into whether the employed business model

of VCs and other early stage financiers are suitable for the technology sector. We find

the business model of VCs, as outlined in the literature, to seem somewhat inequipped

to deal with the needs of their portfolio companies, mainly due to lack of resources.

• We urge future researchers to investigate the need for more active investors in the Swedish

venture capital market. We have found that there seems to be a lack of adequately

supporting financiers for the technology sector. This is an important issue to address if

Sweden is to remain in the frontier of innovation.

• We would like to see further research into the difficulty for Swedish tech startups to find

suitable individuals to recruit. This is an important issue and is highlighted by successful

entrepreneurs as a crucial problem for them.

• Our empirical results show that culture is essential for a tech startup and we suggest

future research to investigate more in-depth how ventures can develop good cultures, and

whether external investors could get involved and help with this matter.

• Additional insight into the competitive power of Swedish tech startups could be gathered

by using an outside-in approach to the analysis. In addition to analyzing the competi-

tive power from the perspective of the RBV, we urge future researchers to incorporate

the Competitive Forces Approach, as outlined by Porter (1980). This would provide a

valuable second opinion on the findings presented in this thesis.
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9 Appendices

9.1 On Starting Ventures

This section contains our findings with regards to tips and lessons about starting and running

ventures, as provided by our interviewees. This section does not explicitly answer our research

questions, which is why it is not included in the results section. These findings could be seen

as residuals from the interview sessions but we still believe them to be important and useful

for entrepreneurs and are thus included in the appendix. There exists some overlapping and

recurring results between this and other sections, but the reader should be able to approach this

more informal section without reading the results chapter.

9.1.1 Founding a Startup

During our interviews, we have gathered that there are many sufficient reasons for starting

your own business, but nearly all of the founders share a clarity of purpose. An outlier here

was the case where 6 friends got together to start a business because they wanted to do some-

thing together. They founded their venture without even the slightest hint of a vision on what

they wanted to accomplish. As per our discussion above, the content of the vision and values

are not as important as the extent to which they are shared. This can be compared to other

interviewees who said they had a clear vision, citing it as “excellency in everything we do”,

which is arguably just a vague vision. In addition to being clear on why to launch a venture,

the FT will also need the necessary amount of drive, or grit. It is not an easy task to launch a

venture, and one interviewee told us that if they knew how hard it was, they would likely not

have tried. Most interviewees seem to corroborate the notion that you need high ambitions

and entrepreneurial drive in order to succeed. These two findings are likely to be connected,

as several interviewees state that you need to be clear on your “why” if you want to be able to

keep your motivation high.

Accounting for the survivor bias in our sample, we deduce that having a clear vision and

purpose may increase the chances of success. We see that in one way or another, most of

our cases had a very clear vision or “why” when starting out, and they have all passed our

screening as successful. We cannot however say for sure that the same conditions do not exist

among failed startups, which is important to take into consideration. Further, we would like

to mention that not all of the interviewees had a clear vision or values and it seemed to work

out fine for them. Thus, there is no ”correct answer” but rather up to every TMT to figure

out what best suits them and their respective ventures.

We also discovered the importance of aligning ”the company” with the FT and employees.

The venture should be aligned with both the ambitions and the skillsets of the FT. One in-

terviewee considers it very important to be somewhat attuned to the technology relevant to

your enterprise. If not, you run the risk of not being able to communicate effectively with your

developers. This is very important in the software industry where the developers will often

have many years of university schooling and deal with advanced coding-issues.
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How and with whom to start a venture

Roughly half of our sample had previous entrepreneurial experience when launching the ven-

ture in question. All of them claim that they have greatly benefited by this as they have had

some idea on how to approach various things. It is interesting to note that some interviewees

argue that it is enough if only some of the founders have entrepreneurial experience. As long

as there is one or more who have some grasp of the chaos that a startup usually entails, the

venture creation runs more smoothly. This is a good example of how the skill-sets represented

in the FT is shared among the founders (Kakarika, 2013). However, two interviewees cite the

source of their rapid expansion and development to be that all the co-founders had previous

entrepreneurial experience, allowing them to expand rapidly in many directions simultaneously.

With regards to both entrepreneurial- and relevant work-experience, we find that our intervie-

wees have tapped what the theory calls their ”Alliance Capital” (Baum and Silverman, 2004)

by utilizing business contacts previously established.

Through our interviews we found that it is often beneficial if the balance of power between

co-founders is somewhat equal. Decisions are usually best taken together, and if the collabo-

ration is to work as efficiently as possible, a balance between ownership among the founders

could be advantageous. Thus, many interviewees agree with the arguments proposed by theory

concerning the diversity of power. However, the ownership, and the potential upside that comes

with it, should also be adjusted for individual commitment to the firm. In short, the potential

reward must be tuned to the level of commitment everyone holds towards the venture, if this

balance is overthrown, problems are likely to arise.

”I would suggest to other entrepreneurs considering starting a venture that balance of power is

very important. It aligns the founders and makes people committed.” - Interviewee H

We refer to our earlier section about the FTs for a more comprehensive discussion on the

topic of whom to launch a venture with, but we would like to mention briefly once more that

we found an adequate team-size seem to be roughly 2-4 people. This number depend on the

venture and its context, but provides a rough guideline. We find that according to our inter-

viewees, it seems wise to launch a venture together with people whom you share a professional

association with, and to an extent a social one. It is also likely beneficial if you have some

diversity with regards to your skillsets and functional background, as advocated by the litera-

ture. Ultimately, one of the most important factor is the execution. The best of ideas are still

only ideas, they have to be executed in order to really matter. Execution will largely depend

on the people involved, which is why the FT is so important.

“You have to set up the right team, the right goals, and execute properly” - Interviewee D
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9.1.2 Running a Startup

Our interviewees share many lessons they have learned during their endeavors. One commonly

mentioned is the large number of tasks that are included in running a business. We find that

our interviewees, though not explicitly referencing it, agree with Erikson and Nerdrum (2001)

and their research into entrepreneurial capital outlined above. Our interviewees highlight this

is as the area where previous entrepreneurial experience is really beneficial. To efficiently man-

age to simultaneously complete these tasks, often under tight budget constraints, the marginal

benefit of each co-founder should be considered.

The activities associated with running a venture can loosely be divided into core operations

and non-core operations. Core operations, as defined by us previously, are activities that con-

tribute to the development of the business with regards to its intended purpose or business

plan. Non-core operations are all the other activities that must be completed when running a

business, such as administration, hiring and accounting. It is often with regards to the non-core

operations that experience from a startup really helps out. The core operations of a technology

venture are likely going to be highly specific and require very specialized competences. Thus, it

is unlikely that a venture is started without these skillsets, or at least a plan on how to obtain

them through recruiting. Regarding non-core operations, on the other hand, is where first-time

entrepreneurs could likely really benefit from having a mentor or some kind of support struc-

ture. From this, we gather that first-time entrepreneurs could use some support from external

sources, perhaps from investors if they have any, or from some other kind of mentor. This

would allow them to focus on their core-competencies and essentially on the core operations of

the venture.

Our findings suggest that some important aspects related to the core operations of a ven-

ture during the earlier phases are: Product/Service Development, production/execution, and

sales. Many interviewees claim to have seen plenty of examples of great ideas incorporated into

a venture that later failed because the FT lacked the ability to properly communicate and sell

their product. The need to focus on product development is also commonly cited as the most

important aspect during the startup phase.

Lastly, some interviewees say that an important lesson they learned was not to have too many

assumptions when starting out. There argue that there are going to be so many changes that

having firm assumptions will only slow down your progress. One interviewee says that whilst

the vision or the problem you aim to remedy may stay constant, your proposed solution for

that problem is likely to change as you progress. You will find better ways to do things that

you had not thought about earlier, or perhaps the markets or technology will change which will

allow a more efficient solution than the one you had in mind. This is likely a technology-sector

skewed phenomenon as the industry changes rapidly.

Adjusting approach to size

Many of the interviewees speak of inflection points related to the expansion of a startup. These
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inflection points are related to the size of the work-force and roughly entail categorizing the

venture into various phases dependent on the number of employees. There are certain stages

where the nature of the venture changes. The consensus seems to be that these changes ma-

terialize when the number of employees grow to 10, 25, and 50 respectively. These numbers

are rough estimations, but represent approximate numbers where the TMT ought to change

how they view their organization. It becomes a different game to lead a work-force when these

numbers are reached. However, the first, and arguably biggest change is when the FT starts

expanding by hiring their first employee. These notions put forward by our interviews rhymes

well with the argument proposed by researchers of organizational demography, who claim that

the requirements of the TMT will change as the venture develops (Boeker and Wiltbank, 2005).

On the topic of expansion, we discover two rather opposite, but yet common views among

our interviewees. Some support the notion of expanding the venture while maintaining the cul-

ture and “feel” of being a startup. One interviewee claims that you want to avoid scaling your

business while emulating the organization of a larger company, because in doing this you will

be competing with much larger competitors on their own premises. He, and other interviewees

alike, would rather scale their business while maintaining the mindset and approach of a small

firm, so as to be able to compete on your own terms. On the other hand, some interviewees

believe that you should expand with your goal in mind. Thus, if you want to become a large

player in your market, you will want to emulate the organization so as to set yourself up for

when you have attained a larger market share.

We argue that the ”correct” approach depends on both the business model and the context of

the venture in question. We cannot ascertain under which circumstances the approaches are

more or less suitable, but we expect that it varies from venture to venture. This may be de-

pendent on the innovativeness of the venture. If the operations are clearly defined and suitable

for scaling quickly, then growing with an organization suited for a large corporation may be

appropriate. If, on the other hand, the business model depends on creativity and innovativeness

in terms of product or service development, then the venture will likely be better off growing

while maintaining the more flexible and slightly less structured approach of a smaller scale

venture. This notion is derived from the findings in our literature review regarding technology

ventures, creativity, and structure (Maschke and Knyphausen-Aufsess, 2012).

9.1.3 The Role of the Founders

The role of the FT in a venture is rather complex and will depend a lot on who they are and

what their skillsets include. According to our interviews, one of the most important thing to

start with is by answering the question how the FT can best contribute to the venture.

What should you be doing?

As per our discussions in earlier segments, it is important that all the resources available to

the startup are utilized wherever they can best be put to use. This include the founders them-

selves even when the venture has grown enough to constitute of more people than the FT. The
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founders must be ready to accept their proper place in the venture as it expands, no matter

which position that is. One interviewee who embraced this was one of the co-founders to a

venture in the software industry, who recruited his own bosses after a while, as explained above.

There are no right or wrong answers, nor is the question easily answered, but one interviewee

claims that he has seen many ventures fail because the founding managers were being too re-

luctant to let go of their titles.

Being the TMT

The FT have a lot of important functions for the venture. During earlier phases, they will

constitute the entire work-force, and in later stages they are likely to assume managerial po-

sitions. As top managers, there are some areas that our interviewees have pointed out are of

utmost importance. Note that these are to some extent repetition of what has been explained

in previous sections, and we thus refer to those chapters for further information.

Hiring: Our interviewees have continuously stated that their most important work is re-

cruiting new and talented people. The founders claim to spend much time on this as they

consider it to be so important.

Leading: The main role of the TMT is to lead the venture. From our interviews, we gather

that within the Swedish technology sector, this activity might be somewhat different from the

conventional definition. Many of our interviewees support the notion that the role of the CEO

is that of an enabler. They see their role as the task of enabling their employees to do their

jobs in the best possible fashion. One interviewee says that:

“I like to walk around the office and talk to people to see how they are doing and to get their

opinion things. I see myself as a problem solver, regardless of what the problem may be. If I

am required to fix the coffee-machine or be a taxi-driver, I will. As long as it helps develop the

company and the people who work here” - Interviewee D

This stance is supported by other interviewees who says that their job is to empower the

employees so that they can do what they do best. We argue that the view of the CEO as

an enabler is symptomatic of the technology sector. Within the tech-industry, the level of

knowledge and specialization is high. This means that the CEO cannot be expected to know

as much as many of the employees within their areas. Thus, a real value the CEO can add to

their performance is through enabling them to work without friction.

9.2 Email template

A general template that was sent out to candidates both through email and LinkedIn can be

found below. Note that it is in Swedish.

Hej XXX,
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Mitt namn är Mehdi Lahlou och jag läser mitt sista år inom industriell ekonomi p̊a KTH.

Tillsammans med Simon Borgefors skriver jag just nu mitt examensarbete p̊a uppdrag av Almi

Invest ang̊aende management-teams hos tech startups i Sverige. Mer specifikt vill vi undersöka

aspekter s̊asom grundarnas bakgrund, kompetenser och lagdynamik samt undersöka om det g̊ar

att utröna gemensamma nämnare och egenskaper hos framg̊angsrika startups. Detta kommer

sedan att jämföras med hur VCs generellt bedömer teamen i en investeringsprocess för att se

om det överrensstämmer med verkligheten. Vi hoppas kunna använda v̊ara resultat b̊ade för

att hjälpa andra VCs att förbättra sin utvärderingsprocess och även för att underlätta för andra

startups genom att hjälpa dem med best-practices för att öka deras chanser till b̊ade framg̊ang

och kapitalresning.

Eftersom du grundat och drivit en väldigt framg̊angsrikt startup, YYY, s̊a hade din input varit

oerhört intressant och tongivande för oss. Vi undrar därför om du skulle kunna tänka dig ställa

upp p̊a en intervju? Vi först̊ar att du som entrepenör har ett upptaget schema, men ditt med-

verkande hade underlättat och förstärkt kvalitén p̊a v̊art arbete. Vidare kommer du självfallet

f̊a ta del av resultatet av v̊ar studie och har möjligheten att vara helt anonym om du s̊a önskar.

Stort tack för Er tid.

Med Vänlig Hälsning,

Mehdi Lahlou

Translated version:

Hi XXX,

My name is Mehdi Lahlou and I’m studying my final year of the Industrial Engineering and

Management program at KTH. Together with Simon Borgefors, I am currently writing my de-

gree project on behalf of Almi Invest regarding management teams at tech startups in Sweden.

More specifically, we want to investigate aspects such as the founders’ backgrounds, competen-

cies and team dynamics, as well as whether it is possible to identify common denominators and

characteristics among successful startups. This will then be compared to how the VCs generally

assess the teams in an investment process to see how it fits with reality. We hope to use our

results to help other VCs to improve their evaluation process and post-investment activities.

We also hope to facilitate for other startups by helping them with best practices to increase

their chances of obtaining capital and subsequently be successful.

Because you founded and ran a very successful startup, YYY, your input would be extremely

interesting and influential for us. We therefore wonder if you could consider to interview with

us? We understand that you as an entrepreneur have a busy schedule, but your participation

would facilitate and significantly improve the quality of our work. Furthermore, you will of

course be able to take part of our results and have the option to be completely anonymous if
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you so wish.

Thank you very much for your time.

Sincerely,

Mehdi Lahlou

9.3 Interview Questions

The prepared interview questions are presented below. Note that we conducted semi-structured

interviews which implies that we did not fully follow this template.

In Swedish:

Bakgrund

1. Hur startade ert företag?

(a) Hur kom ni fram till vilka som skulle vara med?

(b) Hade ni arbetat tillsammans tidigare?

2. Vad för bakgrund hade du och dina medgrundare när det kommer till

(a) Utbildining

(b) Relevant arbetslivserfarenhet

(c) Att driva företag tidigare

Team

1. Tycker du att ni var lagom antal grundare? Vad var fördelar och nackdelar?

2. Hur p̊averkade medgrundarnas egenskaper ert samarbete och framg̊ang? Med avseende

p̊a:

(a) Bakgrunder

(b) Styrkor och svagheter

(c) Synergier och överlapp?

3. Definierade ni ledarskapsroller fr̊an början eller var detta n̊agot som utvecklades (naturligt

eller beslutsamt) över tid?

(a) Hur s̊ag distributionen av arbetsuppgifter ut? (t.ex. baserat p̊a kompetens eller mer

”frivilligt”) Hur viktigt var detta?

4. Försökte ni aktivt bredda era kompetenser, eller letade ni nya personer när n̊agon ny

kompetens behövdes?
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5. Hur förändrades teamdynamiken över tid? Förändrade ni hur ni arbetade i och med att

ni fick mer erfarenhet?

Företagskultur

1. Hade ni en tydlig vision av vad ni ville uppn̊a när ni startade?

2. Hur viktig var er vision när ni började?

3. Tycker du att ni hade en tydlig företagskultur redan fr̊an början eller växte den fram

med tiden? (Eller inte alls?)

(a) Var er företagskultur överlag väl genomtänkt och strukturerad, eller var det mera

”Ta det som det kommer”?

(b) Hur viktig tror du att er kultur var för er framg̊ang?

4. Hade ni tydliga värderingar som företag?

(a) Tror du att era värderingar var avgörande för er framg̊ang?

Extern finansiering

1. Hur viktigt ans̊ag ni att ni som grundare var när ni sökte finansiärer? (I jämförelse med

produkten/tjänsten, konkurrensfördelar etc)

(a) Lade ni lika mycket fokus p̊a att sälja in er själva som att sälja in er idé?

(b) Hade ni en genomtänkt plan p̊a hur ni skulle presentera er själva p̊a bästa möjliga

sätt?

2. Fick ni den support ni önskade fr̊an era finansiärer?

(a) Var dom aktivt involverade i ert dagliga arbete?

(b) Vad hade ni önskat ni f̊att mer eller mindre av fr̊an investerarna?

3. Förändrades erat arbetssätt i samband med att ni sökte eller fick tillg̊ang till externa

finansiärer?

Translated version:

Background

1. How did your business come about?

(a) How did you decide who the founding people where going to be?

(b) Had you worked together before?

2. What background do you and your co-founders have when it comes to

(a) Education?

(b) Relevant work experience?

(c) To run a business?
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Team

1. Do you think you were a moderate amount of founders? What was the pros and cons?

2. How did the characteristics of the founders affect your cooperation and success? With

respect to:

(a) Backgrounds?

(b) Strengths and weaknesses?

(c) Synergies and overlap?

3. Did you define leadership roles from the beginning or was this something that developed

(naturally or decisively) over time?

(a) How did the distribution of tasks look like? (Was it for example skill-based or more

”voluntarily”) How important was this?

4. Did you actively try to broaden your skills, or did you seek new people when any new

skills were needed?

5. How did the team dynamics change over time? Did your work process change as you

gained more experience?

Company culture

1. Did you have a clear vision of what you wanted to achieve when you started?

2. How important was the vision when you started?

3. Do you think you had a clear company culture right from the start or did it grow over

time? (Or not at all?)

(a) Overall, was your culture well thought out and structured or was it more ”Take it

as it comes”?

(b) How important do you think your culture was for your success?

4. Did you have clear values as a company?

(a) How important do you think your values were for your success?

External Investors

1. How important did you perceived the founders to be when you approached financiers (in

comparison to the product/service, market etc.)?

(a) Did you put as much focus on selling yourself as selling your idea?

(b) Did you have a well thought plan on how to present yourself in the best possible

way?

2. Did you receive the support you wished for from your financiers?
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(a) Were the investors actively involved in your daily work?

(b) What would have wished the investors to do more or less of?

3. Did your work approach change when you searched for or gained access to external

financiers?
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