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Abstract 

This master thesis researches how the human capital assessment process used by 

Swedish-based venture capitalist (VC) firms can be exploited to increase ventures’ 

chances of obtaining VC financing. The research is conducted as a qualitative multiple 

case study, including interviews with VC firms. The primary focus has been to explore 

how the processes of assessing human capital is performed and the qualities 

considered as important. The empirical findings suggest that the case companies use 

an unstructured process to assess the human capital in ventures. In addition, the 

findings suggest that previous industry and entrepreneurial experience and the 

composition of the management team to be important qualities among the case 

companies. The thesis contributes theoretically to the VC literature by providing a 

conceptual framework describing the process used by our case companies to assess 

the human capital in ventures. Furthermore, the thesis contributes to entrepreneurs 

seeking financing from our case companies by formulating six managerial 

recommendations aimed at increasing the entrepreneurs’ chances of obtaining VC 

financing. 
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Sammanfattning 
Detta examensarbete undersöker hur start-ups kan utnyttja de metoder svenska 

venture capital (VC) företag använder sig av för att utvärdera humankapitalet med 

avsikten att öka sina chanser att få finansiering. Studien har genomförts som en 

fallstudie, inkluderande intervjuer med VC-företag. Studien fokuserar på att undersöka 

hur processerna för att utvärdera humankapitalet ser ut och vilka faktorer som anses 

viktiga. De empiriska resultaten visar att fallföretagen använder sig av ostrukturerade 

processer för att utvärdera humankapitalet. Vidare visar resultaten att tidigare industri- 

och entreprenörserfarenheter samt ledningssammansättningen i en start-up är 

centrala. Avhandlingen bidrar till teoretisk forskning inom VC genom att tillhandahålla 

ett konceptuellt ramverk som beskriver den process som används av våra fallföretag 

för att bedöma humankapitalet i start-ups. Vidare bidrar avhandlingen till entreprenörer 

som söker finansiering från våra fallföretag genom att formulera sex 

rekommendationer som syftar till att öka deras möjligheter att få VC finansiering. 
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1 Introduction 

This section will introduce the topics of this thesis and explain why research in this area is of 

interest. It will also provide a description of the problem formulation, aim and purpose of this 

study. Lastly, the expected contribution and the delimitation of this study are presented. 

1.1 Background 
As consumers are increasingly looking for functionality such as health, strength, energy, focus 

and relaxation in beverages, entrepreneurs are developing new products aiming at appealing to 

these needs. In the past years, one segment – the relaxation beverage segment – has diverged 

substantially in the US. Proponents have argued that the growth will continue rapidly and 

predict that the relaxation beverage segment is the “next big thing” (Wall Street Journal, 2013; 

Bloomberg, 2013). The relaxation beverage is an inverted version of an energy drink and said 

to contribute to less stress and increased mental capacity, which thereby helping consumers 

relax (NOA Potions, 2015). Currently there is only one venture on the Swedish market for 

relaxation beverages, namely NOA Potions. The venture was founded in 2013 and is based in 

Stockholm. The management team consists of: the founder and Chief Executive Officer (CEO) 

Noa Fridmark, who has previous experience as a former management consultant, specialising 

in brand strategies, as well as entrepreneurial experience; a Chief Marketing Officer (CMO) 

with previous experience from brand management and brand building in consumer brands; a 

Chief Business Development Officer (CBDO) with previous experience in international brand 

management; a Chief Financial Officer (CFO) with twenty years of experience as a CFO in 

international companies. The company’s drink, NOA Relaxation, was first introduced to the 

Swedish market in 2014 and has since attracted a lot of attention, both nationally and 

internationally. For example, NOA Potions won the World Beverage Innovation Awards 2014 

as the best premium drink (NOA Potions, 2015).  

As the company is experiencing high costs and is not yet profitable, the venture is dependent 

on external funding to maintain its operations. Today, most funding sources are received via 

the crowd funding platform FundedByMe. As international demand for NOA Potions increases, 

the company is aiming to further expand its business internationally in 2017. Hence, to support 

high costs and an international expansion, the company needs to increase its external funding. 

As such, the management has decided to actively seek financing from Swedish-based Venture 

Capital (VC) firms.  
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Why do ventures seek external funding from sources such as VC? Naturally, an entrepreneurial 

fast-growing business, such as NOA Potions, can be characterised by inadequate cash flows 

and may require significant investments to meet the objectives of its business plan. This means 

relying on internal funds can be problematic. The venture’s funding needs may be challenging 

for the entrepreneur to guarantee and can involve significant risk, and using debt financing is 

problematic as banks usually lend financing to less risk-associated businesses. Hence, the 

entrepreneur typically seeks external equity funding from risk-seeking investors, such as VC 

firms.  

Most VC firms focus on equity investments in high-risk ventures with large potential returns in 

various industries such as IT, technology, social media and biotechnology. Typically, the 

investment is time-limited with a planned exit in five to seven years. In addition to providing 

funding, VC firms can offer value-added services such as management coaching, help with 

supplier and bank relationships, advice on strategic issues, and support in finding new 

customers. Nonetheless, receiving funding from a VC firm can be challenging as VC firms 

perform thorough evaluation of the venture’s product, market, exit opportunities and 

management team prior to making an investment (Franke N. , Gruber, Harhoff, & Henkel, 

2008).  

1.2 Problem formulation 
As VC firms provide an important type of funding for ventures, entrepreneurs need to consider 

that VC firms’ decision making is driven by different portfolio strategies and evaluation criteria 

(Tyebjee & Bruno, 1984; Franke, et al., 2008; Kollman & Kuckertz, 2010; Gompers, et al., 

2016). Much of the previous research highlights the management team as an important 

evaluation factor, as the management team plays a key role in the economic value of a venture 

(Bruno & Tyebjee, 1984; Macmillan, et al., 1985; Franke, et al., 2008; Gompers, et al., 2016). 

Hence, evaluating the management team is an important part of a VC firm’s investment 

decision-making (ibid). It is therefore essential for NOA Potions, and ventures in general, to 

understand the process used by VC firms to assess the management team, as well as what 

qualities in management team that are considered as important.  

1.3 Aim and purpose 

The purpose of this study is to provide ventures in general, and NOA Potions in particular, with 

managerial recommendations on how the human capital assessment process used by Swedish-

based VC firms can be exploited to increase the ventures chances of obtaining VC financing. 
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By providing research on Swedish-based VC firms in the context of the human capital 

assessment process, the study contributes with new knowledge to the research on VC. 

1.4 Research questions 

In order to provide ventures with managerial recommendations aimed at increasing their 

chances of obtaining VC financing, we have formulated the following general question, which 

has been split into two sub-questions:  

1.4.1 General question 

How can ventures exploit the human capital assessment process used by Swedish-based VC 

firms to increase their chances of obtaining VC financing? 

1.4.2 RQ1 

How is the process of assessing the human capital performed by Swedish-based VC firms? 

1.4.3 RQ2 

What qualities in the founders and management team are considered important by Swedish-

based VC firms? 

1.5 Delimitations  
This master thesis is delimited to Swedish VC firms’ human capital assessment process of new 

ventures, and we only research areas associated with the assessment of the founders and 

management team. Exploring this field enabled us to research how ventures can utilise the 

human capital assessment process. We have delimited the geographical location to Sweden 

because of time, resources and the relevance for the commissioner of this master thesis. We 

have researched VC firms, because the commissioner of this master thesis explicitly has asked 

for such a research. Additionally, there has been limited research on Swedish VC firms, in 

particular on the human capital assessment process. For this reason, we argue for the relevance 

of the researched topic.  

We do not research how VC firms assess the human capital in their current investments, since 

it would not be as beneficial for ventures seeking VC financing. We do not research or review 

literature on evaluation criteria related to product/service, market or financial considerations, 

as our literature review indicates that the founders and management team are considered among 

the most important criteria for VC firms. 
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Most of the previous research has been quantitative where researchers have rated the 

importance of certain criteria and methods, but is limited in its explanation of how and why 

such criteria and methods are performed. As such, this study has been limited to a qualitative 

research approach.  

1.6 Disposition 

The thesis is structured in the following way:  

Introducing NOA Potions: This chapter includes an overview of the commissioner, NOA 

Potions, of this master thesis. 

Background: This chapter includes a description of VC and the investment processes usually 

used by VC firms.  

Theory and literature Review: This chapter is a review of previous academic research and 

existing literature. The objective of the literature review is to understand what is already known 

and what theories can be used to assess the problem formulation.  

Methodology: This chapter describes our methodological approach and research design. The 

method includes an exploratory multiple case study approach. It ends with an analysis of the 

validity and reliability of our study. 

Case companies: This chapter includes descriptions of the case companies.  

Results and Analysis: This chapter presents the findings from the case study and is structured 

to answer to the research questions.  

Discussion: This chapter includes a discussion of the empirical findings from the Results and 

Analysis section.  

Conclusion: This section summarises our investigation. It includes answers to research 

questions, contribution to existing knowledge, limitations and suggestions for future research.   
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2 Introducing NOA Potions 

This chapter provides the reader with a description of the commissioner, NOA Potions, which 

includes its background, product range, operations, management team, investment background 

and current situation.  

NOA Potions is a Swedish beverage venture with an award-winning beverage, consisting of 

natural herbs, that contributes to less stress and is said to increase mental capacity. The venture 

was founded in 2013 and the first product was launched in both Sweden and Norway in 2014. 

Since inception the company has received a number of awards: “best company” in Business 

Challenge Sweden 2015, as well as “best premium beverage” in World Beverage Innovation 

Awards. In addition, in 2015 NOA Potions was awarded the prestigious Red-dot design 

excellence award.  

Their product NOA Relaxation, see figure 2:1, is based on a high level of green tea extract with 

L-theanine and Lemon balm, which reduce stress levels in the human body (Bryan, 2008; 

Haskell, et al., 2008). The product is free from preservatives, artificial flavours and colours, and 

is a low-calorie alternative completely free from caffeine. The flavours are all inspired by the 

Scandinavian wilderness and the company offers three tastes; Elderberry and Rhubarb, 

Gooseberries and Wild Apples, and Blueberries and Birch Sap.  

The physiological as well as the psychological effects from drinking a NOA Relaxation is said 

to include increased focus and positive mood, improved memory, decreased blood pressure, 

reduced stress and reduced anxiety (NOA Potions, 2015).  

 

 

 

 

 

 

 

 Figure 2:1 The NOA Relaxation beverages 
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To date, enhanced waters are the fastest growing beverage category, with health benefits being 

the key value driver (Nielsen, 2015). Proponents have argued that the relaxation beverage is 

experiencing growth and value drivers similar to that of the energy drink boom in the early 

2000s (Wall Street Journal, 2013; Bloomberg, 2013). The global turnover for enhanced water 

sales are expected to reach roughly 8BN litres in 2016 and are expected to grow approximately 

10% annually until 2020 (Nielsen, 2015).  

2.1.1 Operational overview 

NOA Potions has an outsourced production and its distribution is outsourced to local 

distributors with strong retail contacts. The drinks are primarily sold through convenience 

stores, cafes, supermarkets and healthy food stores. The price is set to a premium relative to its 

peers. NOA Potions is positioning itself with a brand that is to be associated with quality, 

healthy, natural ingredients and low sugar.  

The NOA Relaxation drink today exists on 17 markets throughout the world. The company 

plans to roll-out the drink in two more markets, including the US, in 2017.  

2.1.2 Management structure 

The company employs seven full-time workers, including the founder.   

Chief Executive Officer 

The company’s founder and CEO has previous experience as a management consultant, 

specialising in brand strategies. The founder also has entrepreneurial experiences from a 

venture with profitable international expansion and initial public offering (IPO).  

Chief Marketing Officer  

The company’s CMO has previous experience from brand management and building brands in 

Latin America. The CMO has also been responsible for the global brand of one of Sweden’s 

most well-known vodka producers.  

Chief Business Development Officer 

The company’s CBDO has experiences from international management; main responsibilities 

included rolling out consumer brands in Europe, Asia and the Pacific. The CBDO also has 

experience in new businesses in new distribution channels.  

Chief Financial Officer 

The CFO has some 20+ years of experience as CFO, coming from companies with strong 

international growth, as well as consolidation of business to improve profitability.  
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Board of Directors 

The board consists of eight members with backgrounds ranging from business development in 

technology companies, serial entrepreneurial experience, and consumer industry, and includes 

an international ex-CEO from a NASDAQ-listed company.  

Shareholder Share capital 

Founder, CEO 40.6% 

Investor A (non-management) 15.1% 

Investor B (non-management) 8.5% 

Investor C (non-management) 4.6% 

Investor D (non-management) 3.4% 

Other1 27.8% 

 

2.1.3 Investment background and current situation 

The venture is experiencing high costs and is yet not profitable, and as such is dependent on 

external funding to maintain its business. Current sources of financing include: Business Angels 

(BA), private investors and Crowd Funding (CF) platforms such as; FundedByMe. Investments 

through CF have been made through different financing rounds consisting of Series B shares. 

The first and second rounds were made in 2015, the third in the first quarter of 2016 and the 

fourth in the third quarter of 2016. 

International demand for NOA Potions is increasing and the products are today distributed on 

17 markets. In 2017 NOA Potions is aiming to further expand its business internationally to 

two additional markets, including the US. Hence, to support high costs and an international 

expansion, the company needs to increase its external funding. As such, the venture is actively 

seeking financing from Swedish-based VC firms. 

  

                                                 

 

1 Of which total individual investor share capital amounts to less than 3.4% 
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3 Background of venture capital and the investment 

process 

This chapter provides the reader with a description of venture capital and the venture capital 

industry. In addition, it includes an overview of a venture capital investment process. We 

considered this background chapter to be relevant as it provides the reader with an insight into 

how the VC industry works and what drives the VC firms’ investment decisions.  

3.1 The fundamentals of venture capital 

Venture capital (VC) is a type of private equity in which an equity investment is made for the 

launch, development or expansion of an early stage venture (Deville, 2002). The VC investment 

is made in private ventures, often in industries such as IT, social media and biotechnology 

(ibid). Much like other businesses, VC funding is determined by supply and demand (Poterba, 

1989). The supply-side refers to institutional investors’ commitment of capital to start-ups, and 

the demand-side refers to business ideas generated by entrepreneurs (ibid). 

Institutional investors, such as pension funds, financial endowments, funds-of-funds and 

insurance companies invest a small portion of the capital that they manage in VC (Kuckertz, 

Kollmann, Roehm, & Middelberg, 2015). By investing in VC, they aim to achieve a higher 

return than they would expect to receive from less risky investments (Deville, 2002). 

Investment managers at the VC firm responsible for the investment decisions meet with 

entrepreneurs with promising ideas (ibid). The investment managers will invest in some of these 

ideas, and thus the VC firm and its institutional investors will share the rewards and risks with 

the entrepreneur. 

VC firms invest in ventures that are in different stages of development (Rea, 1989). The 

different stages that VC firms invest in are often classified into seed and start-up (ibid). For 

ventures with products that are not yet completed or tested, the entrepreneur will often require 

financing in order to complete the product development phase (Deville, 2002). This initial 

funding is referred to as seed capital (ibid). Only a few VC firms invest in companies this early 

in the development. Parties investing in this stage are usually family, friends, business angels 

and/or regionally focused VC firms. The venture stage is a slightly later stage in which there 

may be some revenues but usually no profits. At this stage it is more common for VC firms to 

be involved. The boundaries between the seed and start-up stages are vague (Landström, 2007). 

Thus, the term “early stage” is often used to refer to all types of investment in young ventures 

with either no or little financial history (ibid). 
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A key factor differentiating VC firms from other types of investors is that the planned exit is an 

important part of the investment decision (Landström, 2007). An investment in an early stage 

venture can take up to seven years for a VC firm to exit (ibid). Two common exit strategies are 

trade sale and IPO (initial public offering) (Deville, 2002). When the investee company is sold 

to an industrial company the transaction is referred to as a trade sale (ibid). The buyer could 

either be from the same industry or from another industry wishing to enter the investee 

company’s industry (Berk & DeMarzo, 2013). In an IPO, shares of the investee company are 

listed on a public security exchange (ibid). 

The VC fund is often structured as an independent fund, which is usually incorporated as a 

limited partnership (Deville, 2002). In a limited partnership, the legal structure outlines specific 

roles for a general partner and for limited partners (ibid). The general partner role encompasses 

the VC fund’s managers, which take full responsibility for all investment and management 

decisions (Berk & DeMarzo, 2013). The limited partners are the institutional investors that have 

invested in the fund (ibid). The legal structure is defined such that their liability is limited to 

the amount they have committed (Deville, 2002). The limited partners do not play an active 

role in the investment decisions or the management (ibid). An independent fund is often 

incorporated as self-liquidating (Berk & DeMarzo, 2013). In this type of fund, the limited 

partners will invest money during the lifetime of the fund (ibid). The lifespan of a limited self-

liquidating fund is usually ten years (ibid). The commitments that the limited partners have 

made are drawn down just in time as the VC firm makes each new investment (Deville, 2002). 

As an investment is sold, the proceeds are directly distributed back to the limited partners (ibid). 

Contrary to a self-liquidating fund, an evergreen fund allows for on-going investments and/or 

redemptions by investors (Berk & DeMarzo, 2013). 

3.1.1 Type of funding 

As VC firms have different preferences for when to invest in a venture there are typically four 

different financing rounds. The further in the alphabet of the series, A, B and C shares, the later 

in the stage in the investment is made. 

Seed capital 

Seed capital is usually a relative small amount of financing a venture receives to initiate the 

business (Yahoo, 2016). Ventures seeking seed capital are still in the concept stage and needs 

a smaller amount to cover expenses. Seed capital is generally less common among VC firms 



 

  

 

10 

and usually comes from Business Angels (BA) or individual private investors. Seed capital is 

typically associated with higher risk (ibid).  

Series A 

Series A shares include financing of 10-30M SEK and are intended to support a venture in 

building its core business, e.g. product development and marketing (Yahoo, 2016). Firms 

investing in Series A usually include BAs and smaller VC firms (ibid).  

Series B 

Series B rounds typically occur once a venture has proven its potential and has gained some 

traction of its business model (Yahoo, 2016). The series B rounds are typically where the VC 

firms get involved (ibid).    

Series C 

As ventures might keep growing and may need additional funds to meet the targets objectives, 

ventures may seek an additional financing round (Yahoo, 2016). VC firms and niche private 

equity investors may support the venture in these rounds (ibid).  

Pitch deck 

As a VC firm learns about an investment opportunity, the VC firm will usually ask the 

entrepreneurs to send a pitch deck (Yahoo, 2016). A pitch deck is a presentation, usually 

consisting of ten to twenty pages, with a standardised structure that is easy for a VC professional 

to follow (ibid). It should include the problem that the entrepreneurs are trying to solve, the 

solution, a description on how the product or service works, the size of the target market, 

information about the competitors, details about the business model, a planned financial budget 

and a page with information about the management team (Berk & DeMarzo, 2013). The 

management team page should give an overview of the people behind the venture and briefly 

describe their role (ibid). 

3.2 VC investment processes 

Outside the VC industry little is known about the investment processes used (Davila, Foster, & 

Gupta, 2003). Before decisions are made and agreements are contracted, VC firms spend a great 

deal of time screening the proposals (Kaplan & Strömberg, Venture Capitalists As Principals: 

Contracting, Screening, And Monitoring, 2001). The screening process of a proposal is central 

to understanding the lifecycle of a venture proposal (Gompers & Lerner, The Venture Capital 

Cycle, 2004).  



 

  

 

11 

Bruno & Tyebjee (1984), two of the first to research investment criteria related to ventures and 

VC firms, went beyond their investigation of venture evaluation criteria and developed a five-

stage model of VC firms’ investment activities. They identified: (1) deal origination – the 

search for investment prospects; (2) deal screening – initial evaluation of venture proposals 

based on a VC firm’s investment criteria. A majority of all proposals are rejected at this stage 

to limit prospects to fewer in-depth evaluations; (3) deal evaluation – detailed evaluation of the 

proposed prospects; (4) deal structuring – discussions and negotiations on financial specifics 

between the entrepreneurs and the VC firm; (5) post investment activities – includes a VC firm’s 

involvement in the management of the venture. A similar finding was articulated in Fried & 

Hisrich (1994)’s model of investment processes. 

 

Figure 3:1 Schematic image of the investment process suggested by Bruno & Tyebjee (1984) 

 

3.2.1 Stage 1: Deal origination 

Besides the research for investment prospects Fried & Hisrich (1994) claims that VC firms 

generally wait for the deals to present themselves to them. However, VC firms do make 

themselves known to companies through industry references. A VC firm’s ability to generate a 

high deal-flow in their pipeline is considered an important determinant of success in the VC 

industry (Gompers, Gornall, Kaplan, & Strebulaev, 2016). Both Fried & Hisrich (1994) and 

Bruno & Tyebjee (1984) argue that VC firms heavily rely on their network of referrals, since 

VC firms rarely invest in ventures that are not referred to them. In Fried & Hisrich (1994) study, 

0% of the deals were received from a non-referral network, and in Bruno & Tyebjee’s (1984), 

26% of the deals came from non-referred networks. A more recent study supports this, 

Gompers, et al. (2016) find in their research that over 30% of the deal flow was generated 

through professional networks, 20% referred to by other investors and 30% self-generated. 

The networks or venture communities that VC firms use may consist of a variety of sources 

such as: investment bankers, investors in the VC firm’s fund, commercial bankers, management 

consultants, or even family and friends (Hochberg, Ljungqvist, & Lu, 2007). Hellmann & Puri 

(2002) argue that the reason for this is the VC firms’ confidence in the referrals as well as the 

referrals understanding of the VC firms’ investment preferences. A significant majority of the 
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referred deals came from lead investors seeking participation from other VC firms. This is also 

known as VC syndication and is widely prevalent within the VC industry. Paul, et al. (2007) 

and Gompers, et al. (2016) mirror these findings and conclude that there are three main sources 

of finding investments: business associates, business angel networks and investment syndicates. 

3.2.2 Stage 2: Deal screening 

It is not uncommon that VC firms have industry-specific requirements as well as general 

requirements on their investments (Fried & Hisrich, 1994). Therefore, VC firms eliminate 

ventures that are clearly in the outer limits of their business area. This is also evident in Bruno 

& Tyebjee’s (1984) and Gompers, et al. (2016). Most potential deals pass through a “deal 

funnel” before the proposal receives any funding (ibid).  

Sector 

Unsurprisingly, VC firms favour promising industries over more mature industries (Harris, et 

al., 2016). Indeed, VC firms invest in more than one company and sector. But more importantly, 

VC firms will invest in the future of a particular sector. For this reason, the VC firms need to 

have some familiarity with the sector (Bygrave, 2010).  

Size of investment and founding round 

The upper limit of the deal size is determined by the capitalization of the portfolio and the desire 

to maintain its investment base (Bygrave, 2010). Normally, VC firms are run by few employees 

and cannot spread its portfolio over too many small deals because of the entrepreneurial need 

for advice and the VC firms need for control (Bruno & Tyebjee, 1984).  Nonetheless, the upper 

limit is fairly flexible since a VC firm may consider to invite other VC firms to participate in 

the financing (Gompers & Lerner, The Venture Capital Cycle, 2004). The investment decision 

is also determined by the founding round, i.e. what type of capital the venture is seeking, which 

can be series A, series B, series C or series D shares (Gompers, Gornall, Kaplan, & Strebulaev, 

2016).   

Geographical location 

Due to entrepreneurs’ tendency to search for capital close to their venture’s geographical 

location, most VC investments occur close to the location of the VC firm (Davila, Foster, & 

Gupta, 2003). When a VC firm invests, the VC professionals at the firm expect to meet regularly 

with management. Hence, preserving time and expenses becomes crucial and therefore, though 

not common, some VC firms limit their geographical exposure to easy access (Fried & Hisrich, 

1994). 
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3.2.3 Stage 3: Deal evaluation 

Since an investment in a venture is associated with higher risks, one of the key activities of VC 

firms is to distinguish good venture proposals from bad (Franke et al., 2008). These activities 

include evaluation of a set of aggregated criteria VC firms use to decide on their investments. 

Prior research suggests that evaluation criteria used by VC firms can be collated into four 

groups: (1) product/service; (2) market/industry; (3) team/management; (4) financial 

considerations (Kaplan & Strömberg, 2004; Franke, et al., 2008; Gompers, et al., 2016). Indeed, 

VC firms do have different preferences in their investments (Baeyens, Vanacker, & Manigart, 

2006). Baeyens, et al. (2006) suggest that these criteria are industry specific, hence they depend 

on the specific portfolio strategy of the VC firm.  

3.2.4 Stage 4: Deal structuring 

After the deal evaluation process, the investment proposal will be presented to the Investment 

Committee (IC) (Davila, Foster, & Gupta, 2003). The IC is the final decision maker in a VC 

firm and will decide if the deal team are to proceed with the investment or not (ibid). Once the 

VC has decided on investing in a venture, the price of the deal will be established, which is the 

VC firm’s equity share the entrepreneur is willing to give up in exchange for the VC (Bruno & 

Tyebjee, 1984). As stated previously, VC firms typically make their investment as part of a 

syndicate for the reason of reputation, capital constraints and risk sharing (Hochberg, 

Ljungqvist, & Lu, 2007). Kaplan & Strömberg (2004), describe another part in this pace, the 

contract terms – cash flows, control and liquidation rights – in which VC firms negotiate before 

an agreement is signed. Interestingly, Gompers, et al. (2016) finds in their survey that each of 

the terms favours the investor over the entrepreneur.  

3.2.5 Stage 5: Post investment activities 

Previous research finds evidence that VC firms provide important professionalization of their 

portfolio companies after their investments (Hellman & Puri, 2002). VC firms are not passive 

investors and are actively managing their portfolio companies by having consistent follow-ups, 

emphasising deadlines, and expect to add value through strategic advisory, hiring outside 

managers or directors to fill important management positions in the venture (Kaplan & 

Strömberg, 2004). Early-stage VC firms are more likely to help the ventures with the hiring of 

employees as well as finding customers; this may be because of their cluster-like environment. 

Making them better connected with the supply chain in their specific industry (Gompers, 

Gornall, Kaplan, & Strebulaev, 2016).  
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4 Theory and literature review 

This section includes a review of previous academic research and existing theory. The objective 

of the theory and literature review is to review previous research within the field of VC and 

human capital assessment. 

4.1 Deal evaluation theory of venture proposals 

As described in the background chapter, “deal evaluation”, see figure 4:1, refers to the due 

diligence process a VC firm performs to deeper review a venture proposal.  

 

Figure 4:1 Schematic image of the deal evaluation suggested by Bruno & Tyebjee (1984) 

Franke, et al. (2008) review an extensive body of literature and suggest that researchers 

mutually agree on the criteria used by VC firms to asses venture proposals. Accordingly, 

Franke, et al. (2008) suggest evaluation criteria related to: 

1. Product/ Service offering 

2. Market/ Industry 

3. Management team 

4. Financial considerations 

4.1.1 Product/ Service offering 

This criterion relates to the level of uniqueness of a product or service (Tyebjee & Bruno, 1984; 

Franke, et al., 2008). A product’s differentiation is determined by the entrepreneur’s ability to 

create a product or a service with unique attributes (ibid). Nonetheless, VC firms favour 

different product/services depending on their individual strategies and their particular screening 

criteria.    

4.1.2 Market/ Industry 

Tyebjee & Bruno (1984)’s and Franke, et al. (2008)’s research indicate that the market is 

crucial, as the potential value and attractiveness depend upon the potential size, growth and 

accessibility of the market. Baeyens et al. (2006) argue that entrepreneurs should carefully think 

of the venture’s customers, its business model and how the company can create value to 

penetrate a market.   
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4.1.3 Management team 

Regardless of product, market or financials, it is traits such as the entrepreneur’s capability to 

sustain intense effort, and ability to evaluate and react to risk, that fundamentally determines if 

the VC firm will invest or not (Macmillan, et al., 1985). In addition, the personality has to be 

compatible with the investors. When VC firms make their investment they are often betting on 

the founders and management team (Smart, 1999). Criteria related to the founder and the 

management team will be described in more detailed in section 4.3. 

4.1.4 Financial considerations 

A VC firm reviews the potential financial return of the investment, Franke, et al. (2008), e.g. 

when the VC firm can expect to make an exit. According to Ranade (2008) are the financial 

characteristics, such as availability of funds and timing important to consider. In addition, it is 

not unusual that VC firms demand complete financial plans based on realistic assumptions to 

estimate the level of finance in a long-term perspective (Baeyens, Vanacker, & Manigart, 2006). 

4.2 Investment decision 

Kaplan et al. (2009) found that VC firms have different views on how to select investments. 

Some of the VC firms that they examined focused more on the management team, whereas 

others were more focused on the business; e.g. the product, technology and business model.   In 

a more recent paper, Gompers, et al. (2016) examined how VC firms make investment 

decisions. They found that VC firms ranked the management team as the most important factor 

in their investment decisions. In their, as compared to other academic studies, large survey of 

885 VC firms, the management team was mentioned by 95% of the VC firms as an important 

factor and by 47% of the VC firms as the most important factor. As previously mentioned, 

Gompers, et al. (2016) found that the most important criteria used by VC firms were: (1) The 

management team; (2) Portfolio fit; (3) Business model. 

Quindlen (2000) suggests that a brilliant management team can find a great opportunity even if 

they have to make a huge leap from their current market. However, though this may be true, 

Kaplan, et al. (2009) found in their research that firms that go public hardly change or make a 

huge leap from its initial line of business. Therefore, an initial strong business may be a crucial 

necessity for a venture to succeed. Arguing that VC firms have a tendency to find new 

management replacements, Kaplan, et al. (2009) suggest that VC firms should invest more time 

in performing due diligence on the business rather on the management.  
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4.3 Qualities in the founders and management team  

As described in the section 3.2.3 deal evaluation, one of the four criteria VC firms use to assess 

venture proposals involves an assessment of the founder and the management team.   

4.3.1 Entrepreneurial experience 

Hsu (2007) surveyed 149 early stage technology-based ventures in the U.S. and found that 

entrepreneurs who have successful prior founding experience receive VC funding at higher 

rates and higher valuations. A more recent study by Gompers, et al. (2010) investigates 

performance persistence in 9,790 ventures. The sample includes both U.S. and non-U.S. 

ventures (ibid). The study makes similar findings as Hsu (2007), confirming that entrepreneurs 

with a past track-record of success are more likely to receive funding, while the worst 

entrepreneurs are less likely. They define “success” as taking a venture to an IPO. As a follow-

up on this study, Gompers, et al. (2016) surveyed 885 VC professionals at 681 firms, including 

both US and non-US. VC firms. In the study they found that entrepreneurial experience ranked 

among the most important qualities in a management team by 9% of the surveyed VC 

professionals (ibid). 

4.3.2 Industry experience and educational background 

Dixon (1991) finds in his research of UK based ventures that a management team with prior 

experience in the same industry as the venture operates in will reduce the risk of failure and 

increase the probability of high returns. Interestingly, entrepreneurs with no particular industry 

experiences were unlikely to pass through the initial screening stage, let alone receive funding 

(ibid). Franke, et al. (2008) performed a conjoint experiment with 51 professionals at German 

and Austrian VC firms. Their study concluded that industry experience is by far the most 

important characteristics, followed by the field of education (ibid). Industry experience ranked 

at almost twice as important as the field of education. Furthermore, the study concluded that 

for industry experience, it may suffice when only some team members possess it. Hsu (2007) 

study shows that for Internet ventures, entrepreneurs with doctoral degrees have an advantage 

in raising VC funding. These entrepreneurs are more likely to receive VC funding and get 

higher valuations, suggesting a signalling effect to external resource providers (ibid). 

4.3.3 Personality traits 

Macmillan, et al. (1985) argues that the entrepreneurs should as clearly as possible show that 

they are qualified to lead the venture by demonstrating staying power and ability to react well 

to risk. Failing this, the entrepreneurs need to find a leader that has these skills and show that 
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he or she can lead the venture (ibid). Flynn (1991) conducted a survey on 20 VC firms in the 

U.S. and highlighted some of the important characteristics of successful entrepreneurs, namely: 

moderate risk-taking personality traits, ability to tolerate ambiguity, a central stand of control, 

high demand for independence, self-esteem and dominance, and low need for support. The 

author defined “success” as taking a venture to an IPO. In Gompers, et al. (2016)’s study, ability 

was placed by 12% of the respondents among the most important qualities in a management 

team (ibid). Passion was placed by 9% of the respondents among the most important qualities 

in a management team. The study did not define ability or passion. Other options in the survey 

were industry experience 11%, entrepreneurial experience 9% and teamwork 9%. 

4.3.4 Team composition  

Rea (1989) surveyed 18 VC firms in the U.S. and found that while the management team must 

be highly competent, VC firms do not necessarily require it to be complete at the investment 

stage. On the other hand, the risk associated with the management team is one of the most 

common sources of uncertainty for VC firms (Kaplan & Strömberg, How Do Venture 

Capitalists Choose Investments?, 2000). Kaplan & Strömberg (2000) studied 42 portfolio 

companies of ten U.S. based VC firms and found that the VC firms viewed some aspect of 

management as risky in 62% of their sample of investments. The study showed that it is often 

about concerns with the management team lacking completeness (ibid). In these cases, it is 

common for VC firms to complement the management team with additional experienced team 

members. 

For VC firms it is important that the venture has attracted a strong management team with 

clearly defined roles for sales, marketing and product development (Ramsinghani, 2014). While 

each venture has specific needs for talent, VC firms look for how the management team 

members with their respective backgrounds and skills fit their roles (ibid). Franke, et al. (2008) 

found in their study that heterogeneous teams were strongly favoured over management teams 

in which all members had an engineering background or a management background. 

Furthermore, the study showed that VC professionals with less experience tend to focus on the 

qualifications of the individual members of the management team, while more experienced VC 

professionals focus more on the team composition. Beckman and Burton (2005) studied 161 

high-technology ventures in California's Silicon Valley and found that the background diversity 

and composition of the management team influences the rates of IPO and VC funding. 

Background diversity captures the previous experiences that the management team members 
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bring with them to the venture, while assignment diversity captures the fullness of the 

management team structure (ibid). The authors suggest that diverse and experienced 

management teams allow the venture to grow faster as well as receive VC funding and go public 

at higher rates. 

4.3.5 Importance of the founders 

In the early life of a new venture, the founders dominate the operating decision-making 

processes (Flynn, 1991). The founders possess influence to make almost all of the decision in 

the venture (ibid). It is therefore the characteristics of the founder that will dominate the internal 

factors affecting the accomplishment of the venture.  

It is widely believed that the founders give a lasting imprint on their companies, which 

influences the cultures and behaviours of their firms (Mullins, 2002). As an example, still 

several years after the death of Walt Disney, executives at Disney when confronted with a major 

decision would often ask out loud “What would Walt do?” (Collins & Porras, 1994). Beckman 

and Burton (2005) studied the evolution of management teams from founding to IPO and 

suggested that founders have a long-lasting influence, through a path dependence process, on 

shaping the management team. Their study showed that founders with diverse backgrounds are 

more likely to attract diverse and experienced executives to the management team (ibid). In 

turn, diverse and experienced management teams allow the venture to grow faster as well as 

receive VC funding and go public at higher rates. Hence, the founders do not only directly 

impact the outcome of the venture, but also have a long-lasting influence, through a path 

dependence process, on shaping the management team. 

The risk associated with the management team is one of the most common sources of 

uncertainty for VC firms (Kaplan & Strömberg, How Do Venture Capitalists Choose 

Investments?, 2000). Kaplan & Strömberg (2001) argues that this risk is sometimes about the 

VC firm being concerned with the incentives of the founder. The concern might be that the 

founder is lacking focus, has a difficult personality or an objective that is different from the VC 

firm’s (ibid). 

4.4 Human capital theory 

Considering that an organization’s performance is influenced by the human capital, 

practitioners argue that human capital behaviour has economic value to an organisation as well 

as to a market (Smart, 1999; Unger, et al., 2011). Human capital theory (HCT) can be defined 
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as skills and knowledge that individuals gain through education or experience that ultimately 

contribute to his or her economic productivity (Becker, 1964; Garibaldi, 2006). HCT rests on 

the foundation that knowledge is specific and not easily attained, which in turn yields 

individuals’ competitive advantages (Barney, 1991). Therefore, human capital is an important 

source of innovation, strategy and economic growth for an organisation (Bontis & Fitz-enz, 

2002). Pennings, et al. (1998) and Becker (1964) argue that human capital is key in explaining 

organisations performance.  

Becker (1964) suggests different concepts of human capital attributes: human capital 

investments, and outcome of human capital investments. Human capital investments relates to 

experiences such as education and work experience that may or may not lead to knowledge and 

skills for an individual, while outcome of human capital investments relates to acquired 

knowledge and skills. According to Becker (1964) individuals are attempting to receive a 

compensation for their investments in human capital. Therefore, individuals are also aiming to 

maximize their economic benefits given their own human capital attributes. Consequently, 

human capital is related to organisational performance, since organisational human capital and 

superior performance are associated with the possession of resources that are non-substitutable, 

valuable and rare (Barney, 1991).  

As such, individual knowledge is an important resource for a company and thus central to 

understanding performance of organisations (Spender, 1996). Polanyi (1966) defined 

knowledge as a component consisting of: (i) tacit knowledge, can be defined as skill sets, ideas 

and experiences embedded in an individual’s mind, and are therefore complex to assess. Hence 

it is non-codifiable and complicated to transfer between individuals; (ii) explicit knowledge, can 

be defined as knowledge that is easily codified and articulated between individuals. Spender 

(1996) argues that the tacit knowledge, which is embedded in tradition, values and 

prejudgments within the company’s social context, makes the competitive advantages long 

lasting because the tacit knowledge tends to attach to particular individuals and firms in ways 

that makes it problematic to copy. As human capital is developed through an individual’s 

personal experience as well as education, it contributes to both types of knowledge within the 

company (Dimov & Shepherd, 2005).  

4.4.1 Sustainable entrepreneurs 

Elkingtong (1997) suggests that sustainable entrepreneurs would be better at balancing their 

economic health, societal value and environmental concern through their behaviour. Such 
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sustainability-driven behaviour would have the attention drawn to ventures with sustainable 

motives (Schlange, 2007). Kuckertz & Wagner (2010) argue that entrepreneurial success may 

be stipulated by sustainable and social concerns if the entrepreneur’s motives and values are 

driven towards sustainable development. 

4.4.2 Successful new ventures  

The theory of human capital has been widely adopted by entrepreneurship researchers 

(Davidsson & Honig, 2003; Unger, et al., 2011). Among entrepreneurship and human capital 

researchers it is believed that human capital leads to entrepreneurial success (Gimeno, et al., 

1997; Cassar, 2006; Unger, et al., 2011).  

Cooper, et al. (1994) and Unger, et al. (2011) provide the following human capital factors that 

affect the success of a venture: (i) Management’s abilities to exploit new business opportunities; 

(ii) Functional and practical knowledge; (iii) a founder’s industry experience; (iv) the number 

of founding partners. Entrepreneurs that acknowledge the importance of human capital should 

be more successful, as human capital entails being more effective and efficient in running the 

business (Unger, Rauch, Frese, & Rosenbusch, 2011).  

4.4.2.1 Composition and performance 

Smith, et al. (1994) suggest that cohesive teams are more prone to utilizing synergy to support 

the team performance while simultaneously experiencing a lower amount of loss in processes. 

Because more cohesive teams are more likely to have stable and solid foundations of 

interpersonal relationships, this will facilitate interaction and communication in an efficient 

manner (Ensley, Pearson, & Amason, 2002). Similar findings are suggested by Amason, et al. 

(2006) who argue that team demographics characteristics influence the team’s information 

process abilities. As cohesive teams share tacit knowledge they tend to move faster in decision-

making regarding multiple issues. As such more cohesive team are related to new ventures 

performance (Smith, et al., 1994; Ensley, et al. 2002; Amason, et al., 2006). 

4.4.2.2 Education and performance 

Ensley, et al. (2002) review previous research and suggests that there is no evidence of a 

relationship between education and the performance of new ventures. On the contrary, Jo & 

Lee (1996), find that an entrepreneur’s education and experience within an industry has positive 

influence on the ventures profitably. Similar findings are evident in the research of (Smith, et 

al., 1994).  
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4.4.2.3 Entrepreneurial experience and performance 

Stuart & Abetti (1990, p. 190) defined entrepreneurial experiences as “the number of previous 

ventures and the role played in such entrepreneurial ventures by the entrepreneur” and found 

that it has a high correlation with venture performance. However, other related studies find no 

evidence of this (Jo & Lee, 1996). Furthermore, prior entrepreneurial experience may also 

include professional work related experience, which refers to the type of experiences that is 

obtained through previous company experience (ibid). Researchers argue that entrepreneurs and 

management team active in new venture will have advantages in marketing and technological 

superiority (Frese, o.a., 2007).  

4.4.3 Human capital valuation of new ventures 

Like business valuation includes making projections of a company’s future cash flows, human 

capital valuation includes making projections of a company’s future behaviour (Smart, 1999; 

Koller, et al., 2014). In evaluating a venture, VC firms attempt to assess the management team 

and the founder to find behaviour that add value to the organization. Therefore, is it crucial to 

have an accurate human capital valuation method, which help to contribute to the overall 

business valuation of the company as well as help VC firms to make investment decisions (ibid).   

There is a persistent problem with assessing human capital prior to making an investment 

decision (Smart, 1999). Neither in psychology nor in the field of entrepreneurship have 

researchers, let alone VC firms, provided an explicit method or a model to successfully assess 

human capital in VC due diligence (Bontis & Fitz-enz, 2002). Harvey & Lusch (1995) argue 

that human capital can be accurately evaluated, but they do not suggest how a model or 

theoretical framework for such assessment might look like.  

Smart (1999) investigates the methods used by VC firms to conduct human capital valuation 

and found that VC firms spend significant amount of time assessing human capital. Smart’s 

(1999) findings suggest that VC firms use work samples, i.e. business related topics, as their 

primarily assessment method. Smart (1999, p.62) define work samples as “sessions in which 

the VC professionals ‘quizzes’ the target managers on issues related to the business”. Second 

most common was reference interviews. Reference interviews are interaction with individuals 

who have observed the behaviour of the targeted managers (Campbell & Bray, 1993). These 

references have multiple possible sources, such as: personnel, supervisors, co-workers, industry 

players, bankers or other investors (Smart, 1999). The third most common and positively related 

to accurate human capital valuation was past-oriented interviews. A past-oriented interview is 
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a type of structured interview in which the interviewer discusses successes and failures in the 

candidate’s career history. According to Smart (1999) this type of assessment methods are 

considered to be the most valid among industry psychology researchers. Such interview 

questions could be: “let’s talk about your first job”; “What might your supervisor tell me where 

your strengths and weaknesses”; “Tell me about a time when you organized and planned a 

project from start to finish”; “let talk about your next job”, (Smart, 1999; p63). The foundation 

of structured questions is that these types of questions give an indication of past performance, 

which is the best predictor of future performance (ibid). Least common method used by VC 

firms where psychological test that measure psychological traits. However, Smart (1999) argue 

that his findings are merely a conceptual theory that would need more research. 

 

Though research on VC has given a key insight into the investment criteria used by VC firms 

in the evaluation process, the premise of this type of research has been that VC professionals 

are able to successfully evaluate ventures objectively. Franke, et al. (2006) find evidence of 

biases in their research on VC firms’ assessment of the human capital in a venture. First, they 

found that VC professionals with previous experience of working in a venture tend to favour 

management teams who have professional experiences coming from previous ventures. Stuart 

& Abetti (1990) suggest similar findings and argue that VC professionals traditionally have 

relied heavily on entrepreneurial experiences in their assessment human capital in new ventures. 

Franke, et al. (2006) found that VC professionals with previous experiences from larger firms 

tend to evaluate teams with experience from larger firms. Second, VC professionals with a 

business or engineering background tend to favour those teams with similar background as 

themselves. Franke, et al. (2006) highlights the importance of who in the VC firm that reads the 

business plan and that ventures carefully should identify the most suitable contact person for an 

evaluation.     

4.5 Network theory 

Dubin and Aldrich (1991) examined the networking strategies of entrepreneurs and defined a 

network as “patterned relationships between individuals, groups, and organizations” (Dubini & 

Aldrich, 1991). Burt (1992) suggested that a network consists of structure and content (Burt, 

1992). Structure is the configuration that links together individuals and organisations (ibid). 

This includes the interaction frequency and how they are connected, i.e. by affinity, contracts, 
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equity, etc. (Abell & Nisar, 2007). Content on the other hand describes the resources exchanged 

by the parties (ibid). 

The networks or venture communities that VC firms use may consist of a variety of parties such 

as: investment bankers, investors in the VC fund, commercial bankers, management consultants 

or even family and friends (Hochberg, Ljungqvist, & Lu, 2007). The interaction frequency is 

dependent on the distance between the parties and the relationship (ibid). Parties that are located 

in close approximation to each other tend to interact more frequent as well as parties for which 

the strength of the tie is strong (Zheng, 2004). A strong tie could exist between close friends 

and business partners who are likely to know each other well and where individuals can extract 

benefits from each other via social networks, such abilities is referred as social capital (Abell 

& Nisar, 2007). VC firms are connected to ventures by direct ties and indirect ties (Shane & 

Cable, Network Ties, Reputation, and the Financing of New Ventures, 2002). A direct tie is a 

personal relationship between two parties (ibid). A relationship between two parties who are 

not directly connected is referred to as an indirect tie. For indirect ties a link can be made 

through a network of each party’s direct ties. Most relationships in a VC network tend to be 

indirect (Zheng, 2004). Resources exchanged by parties in VC network include potential 

investment opportunities, management expertise, and professional advice provided by lawyers 

and accountants (ibid). 

Most VC firms rely highly on their networks (Tyebjee & Bruno, 1984; Fried & Hisrich, 1994; 

Shane & Cable, 2002; Gompers, et al., 2016). Hellmann & Puri (2002) argues that the reason 

for this is the VC firms’ confidence in the referrals as well as the referrals understanding of the 

VC firms’ investment preferences. A significant majority of the referred deals came from lead 

investors seeking participation from other VC firms (Hellmann & Puri, 2002). This is also 

known as VC syndication and is widely prevalent within the VC industry (ibid).  

4.6 Summary 

Our literature review indicate that the evaluation criteria related to the management team are of 

vital importance when VC firms evaluate venture. The characteristics that have often been 

mentioned by VC firms as desirable features of management teams are industry experience, 

entrepreneurial background and the level of education. This is to some extent consistent with 

HCT on venture performance, which suggest that previous entrepreneurial background and 

team composition are important success factors for venture. Researchers agree upon the 
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influences of human capital on new ventures success. Nonetheless, assessing positive human 

capital traits can be challenging. Smart’s (1999) findings suggest that work samples, reference 

interviews and past-oriented interviews are most common in VC firms’ evaluation of human 

capital in new ventures.  

4.7 Gap 

Much of the previous research on VC has been conducted on US-based VC firms. Less 

academic research has been conducted on Swedish-based VC firms. We argue that there is a 

knowledge gap in the academic literature on Swedish-based VC firms’ human capital 

assessment processes of new ventures. In addition, previous research is rather limited in deeper 

analysis of the human capital assessment processes used by Swedish-based VC firms.  
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5 Methodology 

This section will present the methods used to address the research questions. The research 

approach describes the exploratory approach that has been selected. The research design 

describes how the theory, literature review and case study were conducted. Lastly, validity and 

reliability are discussed.  

5.1 Research approach  

The objective of this research is to explore how VC firms assess the human capital in ventures 

and to suggest opportunities based on the human capital assessment processes used by Swedish 

VC firms. Because of the natural setting of this research topic it is independent of us researchers 

(Collis & Hussey, 2013). Accordingly, an exploratory research approach has been chosen to 

obtain in-depth knowledge (Yin, 2013). A case study allowed us to investigate a phenomenon 

within is real-life context and in its natural setting. Furthermore, a case study method is 

applicable for qualitative studies for the types of research questions that mainly focuses on 

“how” and “why”, and where the researcher has little or no control of behavioural events.  

Research on VC has moved from simple surveys and questionnaires to comprehensive verbal 

protocols and conjoint analysis (Landström, 2007). Nummela & Welch (2006) argue that 

previous research on VC and entrepreneurship is rather limited in qualitative research. To 

comprehend how processes work in a business it is imperative to include those individuals, i.e. 

in our case VC representatives, involved to address their perceptions (Gartner, et al., 1992; 

Smircich & Stubbart, 1985). This is one argument for why we have chosen to use qualitative 

data in our methodology. Secondly, as we found in our literature review that previous research 

is rather limited in qualitative data, i.e. previous only includes two studies with interview as a 

primary data source, our study ought to give more depth to this particular research area. Thirdly, 

previous research has evaluated the importance of certain criteria and methods, but is limited 

in explaining how such criteria and methods are performed. Nonetheless, we argue that a 

quantitative research for a problem formulation of the importance of the assessment methods 

used by Swedish VC firms would be beneficial.   

Six Swedish case companies were selected as case studies to compare against each other’s 

assessment of human capital in ventures. The research is based on qualitative data using semi-

structured interviews.  
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5.2 Research design  

The research theme originated from discussions with NOA Potions. The venture had identified 

a need to better understand the assessment processes used by VC firms to improve its feasibility 

in attracting external funding from VC firms. By reviewing previous academic research on VC 

and discussing it with our supervisors at KTH and NOA Potions, we further refined the research 

theme and formulated the problem formulation and research questions. As the research theme 

was clearly outlined, we developed a more extensive theoretical base by reviewing previous 

academic research. 

5.2.1 Theory and literature review 

A theory and literature review was conducted to increase our knowledge within the research 

area and serve as a knowledge base for the case studies. The literature review also allowed us 

to ask insightful and probing questions as we performed the interviews during the case study. 

We reviewed literature continuously throughout the whole research process, which created an 

iterative process where new knowledge affected the problem formulation and research 

questions. 

The literature review consisted of analysing academic theory within the field of human capital, 

management and VC evaluation. It also consisted mainly of analysing academic research within 

the field of VC with respect to its investment processes, decision-making, evaluation criteria 

and assessment methods. We retrieved literature from the search engines Google Scholar and 

KTH Primo by searching with the appropriate keywords, such as: 

 

Assessment methods Social networks

Assessment methods venture capital Start-ups funding process

Assessment process venture capital Successful ventures

Evaluating start-ups Vecision making venture capital

Evaluating teams start-ups Venture capital evaluation

Evaluating teams venture capital Venture capital investment criteria

Evaluation methods Venture capital investment decisions

Human capital evaluation Venture capital investment process

Human capital start-ups Venture capital management team

Human capital successful  new ventures Venture capital networks

Human capital successful ventures Venture capital start-ups

Human capital theory Venture capital strategies

Network theory

Keywords
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In addition to this, our supervisor at KTH provided us with literature they deemed relevant and 

further literature was discovered by reviewing references in appropriate literature. The most 

popular journals used in the literature review were: 

 Journal of Business Venturing 

 Management Science 

 Journal of Management Academy 

5.2.2 Case study 

A multiple case study approach was chosen to obtain in-depth knowledge and is based on 

qualitative data gained through interviews. The case study approach was chosen as it allowed 

for exploring the phenomenon in-depth in a specific context (Collis& Hussey, 2014). We 

considered it the most appropriate for the purpose of the thesis. Having multiple cases would 

allow our study to become rich in its empirical description of our studied phenomenon, because 

we collect a variety of data from multiple sources (Eisenhardt & Graebner, 2007). Each of our 

cases have served as a distinct research based on its own analysis, but will add value to the 

entire researched objective, which is suggested by Ying (2009) as well as Eisenhardt & 

Graebner (2007). 

This section provides a description of each step of the methodology: 1) Case selection, 2) Data 

collection, 3) Data analysis. 

1) Case selection 

As the case study in our research has been of an exploratory character we do not attempt to 

make empirical generalisations, but rather to develop and elaborate on existing theory.  

The case study was based on six VC firms based in Sweden. As this thesis researches the 

assessment processes used by VC firms to assess human capital in ventures, we found it natural 

to include VC firms as primary data sources.  

To learn about the VC industry in Sweden, we conducted research and read various business-

focused newspapers. We used the website Crunchbase2 to review recent VC investment made 

                                                 

 

2 Data source website presenting ventures who previously have received funding from VC firms 
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in Sweden. Using Crunchbase enabled us to find active VC firms in Sweden. Furthermore, we 

used keyword such as: 

 

From a list including VC specific information, such as: (1) investment stage; (2) geographical 

location; (3) sector; (4) assets under management; (5) date of last investment, the selection for 

eligible case companies was made. To be eligible as a case company the VC firm had to: (i) be 

Swedish-based; (ii) an active VC fund; (iii) invest in seed rounds, series A, series B, series C 

and series D rounds. As suggested by LeCompte & Preissle (1990) and Patton (1990), the 

companies were selected through a criterion-based selection that includes samples with a pre-

defined profile. Having an approach that includes individuals who are still active in an event 

rather than asking them to recall a prior experience is recommended when the researcher intends 

to perform interviews (Hindle, 2004). In addition, including active VC firms would minimize 

a tendency for self-reporting biases (Paul, WHittam, & Wyper, 2007). Furthermore, the selected 

VC firms represent polar types in terms of their deal activity, investment strategy and previous 

investments (Eisenhardt K. , 1989).  

During this selection phase we found that there were no VC firms with particular consumer-

driven sector focus, which would have been interesting for NOA Potions. Commonly all VCs 

had a software and technology-driven focus. As we wanted to include VC firms that are 

representative for the Swedish VC industry, we found that there were 30 representative VC 

firms. We contacted all 30 firms via email, where we explained the topic and the purpose of the 

research. To increase our chances of receiving responses, we offered all participants a copy of 

the research. This ultimately led to 10 respondents of which 7 agreed to take part in the research.   

Keywords
Venture capital

Venture capital Stockholm

Venture Capital Sweden

Venute Capital Sverige lista

Start-ups financing

Riskkapital Sverige

Venture capital Sverige

Svenska VC bolag
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2) Data collection 

The sample data consist of seven representatives from six VC firms across Sweden. The chosen 

VC cases: VC firm A, B, C, D, E and F, have all recently been involved in a capital funding 

and are active VC investors in Sweden. The case companies are described in more detail in 

chapter 5.  

The VC representatives selected to participate in the interviews were selected on the following 

three criteria: (i) investment managers/partners making investment decisions; (ii) more than 

five years of experience in VC and/or entrepreneurship; (iii) representing the company’s 

working policies. One of the VC firms could not provide an interview with a representative that 

met the requirements based on our selection criteria. For this reason, this particular VC firm 

was discarded as a case company, i.e. we reduced the number of VC firms from 7 firms to 6 

firms.   

Our qualitative data was collected through interviewing representative investment managers in 

VC firms. As we wanted to understand the evaluation and the methods used by the case 

company to assess attractive investments, as well as to develop an understanding of 

entrepreneur experiences in relation to assessment of human capital, the interviews were 

primarily of semi-structured character with open-ended questions. The interviews were mainly 

face-to-face interviews conducted with investment managers from VC firms.  

The total number of interviews amounted to seven and lasted between one and three hours. 

However, the empirical findings are based on six interviews, as we discarded one VC firm. The 

interviews included a brief description of the research topic and several predefined semi-

structured questions with open-ended answers. The questions were formulated as accurately 

and detailed as possible. Having this approach allowed the interviewee to elaborate and to speak 

more freely, see Appendix 9:2 for the interview questions. Thus, the interviews gave more depth 

since the answers were followed up by unstructured questions and the interviewees were asked 

to elaborate and clarify on certain issues. To be sure to include important details, one researcher 

asked the questions, while the other one took notes. In addition, when permitted the interview 

was recorded and then transcripted following the interview. Furthermore, if questions arose 

after the interview, we were sure to clarify the answers from the interviewee by contacting them 

via telephone or email. All interviewees were aware of the full confidentiality and anonymity 

of the interviews.  
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3) Data analysis 

Following the interviews, the data was analysed in two steps (Collis & Hussey, 2013). The first 

step included a reduction of the information given in the data, meaning that we extracted, 

discarded and selected the relevant data from the interviews. Relevant data referred to data that 

could answer the research questions. The discarding and selection of relevant data was 

especially important since the interview questions were unstructured and thus gathered some 

irrelevant data. Secondly, the data was displayed in a summary to allow us to draw conclusions 

and to verify the validity of the data, which ultimately allowed us to make better use it. We 

assessed the analytical technique, pattern matching, suggested by Trochim (1985) to find 

similarities in theory and our empirical findings.   

5.3 Validity and reliability  

The purpose of a validity and reliability check is to verify that all the empirical data and 

information is trustworthy. To determine how relevant the facts connected to the methodology 

and the literature review are, a validity check has been completed. This section will therefore 

comment on the validity and reliability of our methods based on frameworks presented by 

Gibbert, et al. (2008). The framework includes four dimensions; construct validity, internal 

validity, external validity, and reliability.   

5.3.1 Construct validity 

Construct validity refers to the establishment of the correct measurements a researcher uses to 

investigate the concepts of the study (Yin, 2013). Construct validity is especially problematic 

in a case study research, because a case study investigator has problems with developing a 

sufficient operational set of data points that are subjective in their judgement (ibid). To get high 

construct validity the research requires an understandable research approach, meaning that it 

should be clear how the researcher went from the initial research questions to the conclusion. 

Furthermore, by using different data collection methods, the researchers can triangulate 

between approaches (Gibbert, Ruigrok, & Wicki, 2008). 

Since our study includes seven interviews, one could argue that our study has lower construct 

validity. However, this could be improved using additional VC representatives in the data 

collection to represent the VC firm. In addition, the validity could be improved by receiving 

additional respondents from VC firms, not included in this case study. Furthermore, if the 

interviewees did not understand or misinterpret the questions they always had the possibility to 
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ask a follow-up question. However, an interviewee might misinterpret a question and not be 

aware of the concepts used in this study, which would affect the answer and thus the validity.  

Due to significant differences in the interviewees industry experience, industry knowledge, 

investment experience, entrepreneurial experiences as well as level of education it is likely that 

there exist biases among the interviewees. To address these biases, we tried to accurately define 

the purpose of this study as well as the research area to put the interviewees in a context. In 

addition, to maintain high validity in our interview questions we did not try to lead the 

interviewee in a certain direction.  

5.3.2 Internal validity 

Internal validity refers to a logical causal relationship between variables and results (Cook & 

Campbell, 1979). It is crucial that the researcher provides a plausible casual argument and 

logical reasoning that is compelling enough to defend the conclusion (Gibbert, Ruigrok, & 

Wicki, 2008). In case studies, it is particularly evident that problems arise in making 

conclusions, as an investigator will make a conclusion every time an event is not directly 

observed (Yin, 2013). This is apparent in exploratory case studies since they include identifying 

relationships between different variables and results. To achieve a high internal validity a case 

study research should formulate a clear research framework, which include pattern matching 

(Gibbert, Ruigrok, & Wicki, 2008). We included pattern matching analysis in our data analysis 

to increase our internal validity. 

5.3.3 External validity 

External validity includes the problem of making any conclusions of a study’s findings, as if 

they were generalizable beyond the actual case study (Yin, 2013). Eisenhardt (1989) and Yin 

(2013) stress that a case study involving several cases may allow for analytical generalisations 

based on the empirical observations, but not statistical generalisations. As such this case study 

has low statistical generalisation; i.e., the research findings and conclusions from the sample 

population cannot be extended to the population at large.  

To increase the external validity in a multiple case study Ying (2013) suggests replication logic. 

Since we aim to contribute to the existing VC literature by developing a conceptual framework, 

describing the process used to assess the human capital in ventures, it needs to be tested 

empirically to increase the external validity. 
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5.3.4 Reliability 

Reliability refers to the minimization of errors and biases in a study (Yin, 2013). The objective 

is to allow for similar findings if the study was to be replicated. Gibbert, et al. (2008) argue that 

high reliability in a study requires it to be transparent and able to be replicated. One way of 

maintaining high reliability is by documentation. This study maintains reliability by including 

an appendix of the interview questions, interview location, and case study protocol, which 

enable future researchers to replicate the study. However, due to confidentially agreements no 

interview transcripts or notes are disclosed. Additionally, the method of using unstructured 

interviews make it difficult to replicate the study. By disclosing interview transcripts and 

recordings, the reliability of the study could be increased.  

5.3.5 Ethical aspects 

The case-based interviews were all carried out at the case company’s office or via Skype. All 

interviewees were informed of the purpose of the research prior to the interview and informed 

of specific terminology and theoretical concepts used during the interview. This enabled the 

interviewees to better understand the interview questions. The interviews did not violate any 

ethical boundaries, such as the case company’s’ specific ethics or the interviewee’s personal 

information.  

As internal procedures may be sensitive to share, all case companies were informed of the full 

confidentiality and anonymity of taking part in this research. To maintain anonymity the case 

companies’ names are not disclosed.  



 

  

 

33 

6 Case companies 

This chapter includes a description of the companies participating as case objects in the 

research. Due to confidentiality agreements, the names of the case companies as well as 

detailed information about the case companies have not been disclosed. This is to secure the 

anonymity of the case companies. 

6.1 Company A  

The company operates in Sweden through regional districts and invests in ventures within: IT; 

life science; CleanTech3; transportation and technology. It typically offers seed capital as well 

as series B, C and D financing. The company employs 40+ investment managers throughout 

Sweden and makes roughly 70 investments annually. The company has 3BN SEK under 

management and the investment ticket4 range between 0.25 and 10M SEK. The company 

preferably makes co-investment with another VC firm or BA. 

6.2 Company B 

The company operates primarily in the Nordic region, but has successively broadened its 

investment region throughout Europe. The company employs 14 persons, of which 9 have 

investment manager related duties. Company B invests in innovative high technology, IT, web-

based consumer services driven ventures, hardware as well as software solutions. The company 

strives to make investments in so called unicorns5, i.e. businesses with great scalability and high 

market attractiveness. Since inception the company has invested in over 20 companies, of which 

seven have reached the unicorn level. The investment ticket ranges between 1 and 100M SEK 

and the company invests from initial seed capital to series C shares. Post-investment activities 

include advising their portfolio companies and share their industry networks.  

6.3 Company C  

Company C has commitments throughout Europe, were the Nordic regions account for the 

largest portions of its investments to date. The company employs 24 persons, of which 14 have 

investment manager related duties. The company’s primary investment focus is high 

technology driven software companies. Company C invests in companies with very high 

scalability, with potential of reaching a global market. As such, the company strives to make 

                                                 

 

3 An industry that includes renewable energy technologies such as solar energy, wave energy and biofuels (Bürer 

& Wüstenhagen, 2009)  
4 Refers to the size of the investment 
5 A venture with the potential of reaching an enterprise value over 1BN dollar 
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investment in unicorn-potential companies. The fund typically invests in series B shares, with 

equity investments ranging between 10 and 700M SEK. The fund size amounts to 5BN SEK to 

date.  

6.4 Company D 

Company D is a long-term evergreen fund primarily operating in Sweden. However, the 

company may place investments in ventures with Swedish interest. The company has a sector 

focus that includes high technology and life sciences companies. The company currently 

employs 29 persons of which 20 have investment manager like duties. Company D has made 

over 1,000 investments and currently has 4BN SEK under management. The company invests 

in series A and B shares, where the investment limit per company usually is 2% of total assets 

under management, i.e. 80M SEK.  

6.5 Company E 

Company E is an evergreen fund that invests in emerging FinTech6 ventures in Sweden, 

Denmark, Norway and Finland. Previously, the fund also invested in life-science and 

technology ventures, but now solely focuses on FinTech. It currently has 2.4BN SEK in assets 

under management and employs eight people with investment managers like duties. 

Investments made by the fund usually range from 10100M SEK in total over the holding period, 

which is typically four to seven years. Since Company E was founded in 1995, it has invested 

over 3BN SEK in 100 ventures. Currently, the fund is active in 32 different ventures with total 

revenues of 2.6BN SEK. 

6.6 Company F 

Company F was founded in 2012 and is a long-term evergreen fund investing in Europe and 

the Nordic region. The company has an online media, gaming, gambling and mobile technology 

sector focus. The company currently employs 9 persons of whom 4 are active investment 

managers and have industry experience in the media and the gambling industry. The company 

currently has approximately 20 portfolio companies of which the majority are internet based. 

Company F aims at making roughly four to five new investments annually. Assets under 

management are not disclosed.    

                                                 

 

6 FinTech refers to companies that uses financial technology to financial markets 
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7 Results and Analysis 

This chapter includes the findings of the case studies and an analysis of the collected data in 

relation to the research questions. The structure of the sections follows our research questions. 

We first present how the case companies evaluate the human capital in the venture and then 

what qualities in the founder and the management team the case companies highlight as 

important. 

7.1 RQ1: How is the process of assessing the human capital performed by 

Swedish-based VC firms?  

7.1.1 Company A  

Company A does not have one specific process that it uses to assess the human capital in the 

venture, but highlights the human capital as an important source of value for a venture. There 

are essentially two unstructured initiations of an assessment process:  

(1) Through interviews and recommendations from its VC networks, the investment 

managers assess the human capital in the venture. This may include talking to incubators 

or the investment manager’s private contacts. Company A has high trust in its networks 

and will ask questions related to the recommended venture’s founder and management 

team to get a picture of the management team. In many of the cases Company A will 

completely rely on the judgement of the person who recommended the founders.   

(2) The entrepreneurs will submit their business proposal on Company A’s webpage or via 

direct contact; i.e., email. If the business proposal passes through Company A’s specific 

screening criteria, Company A will start the assessment of the human capital.  By 

reviewing the business proposal’s information richness as well as format, the company 

assesses the quality and the seriousness of the management team.  

In both cases, the investment manager having the lead on the investment will initiate the 

evaluation process by inviting the founders to a first informal face-to-face meeting. For 

example, such meetings can occur at Company A’s office or at a local café. This meeting 

usually is to get to know the founders. Company A asks questions regarding the founders’ work-

related background. Both interviewees mention that Company A does not have a specific 

template with questions asked, but rather ask informal and unstructured questions coming to 

the investment manager’s mind. Common for all questions is that the objective is to assess the 

founders’ fit for the role and the founders’ intention with the venture. If the venture and the 

founders are found interesting, several follow-up face-to-face meetings will be scheduled to 
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make a deeper analysis of the founder and the venture. One interviewee stresses that such 

analysis may consist of questions related to: the founders’ knowledge of the industry and its 

business and the founders’ trait of character. Occasionally, Company A will include a 

personality test to assess common personality characteristics among the founders and 

management team. However, Company A does not fully rely on the personality test to assess 

the human capital; instead the test serves as an indicator of management fit as well as a 

benchmark. The interviewee stresses that the personality test can help to complement a 

perception of an individual in the management team.  

Company A’s regional team does not meet with the founder and the management team in the 

venture; it is rather two or three investment managers meeting with the founders and the 

management team. As such, a smaller part of Company A’s deal team7 meets and assesses the 

human capital in the venture. Company A is today actively working to develop a structured 

process of evaluating the human capital. The interviewees stress that including an assessment 

made by the entire regional team would be beneficial for Company A as it would limit bias 

decision making.   

7.1.2 Company B 

The first impression of the management team is formed as Company B learns about the potential 

investment opportunity. Company B regards he founder and the management team as important 

sources of knowledge and economic value in a venture. Company B has primarily two sources 

of deal originations, i.e. were an unstructured process of the assessment of the human capital 

starts. 

(1) Most often, the entrepreneurs seeking funding for their venture are referred by someone 

in Company B’s professional network; e.g., by an investor, entrepreneur, banker, 

consultant or friend. The interviewee explains that depending on who the entrepreneurs 

have been referred by and what the referee has said about the entrepreneurs, will give 

Company B the first impression of the founders and management team. For example, a 

good impression could be made by receiving a strong recommendation from a 

successful entrepreneur in one of Company B’s portfolio companies.  

                                                 

 

7 Deal team refers to the employees that currently are working on a potential investment 
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(2) Less common is direct contact, i.e. were the entrepreneurs, without any prior contact 

with Company B, send their business proposals via email to one of Company B’s 

investment managers. The interviewee stresses that Company B rarely invests in 

entrepreneurs that have contacted them directly. 

As the VC professionals at Company B learn about the investment opportunity, they will ask 

the entrepreneurs to send them a pitch deck. The interviewee clarifies that a pitch deck is a 

presentation, usually consisting of 10 to 20 pages, with a standardised structure that is easy for 

a VC professional to follow. It should include a page with information about the management 

team, giving an overview of the people behind the venture and briefly describe their role. The 

interviewee points out that it is hard to make a good evaluation of the management team solely 

from the pitch deck. However, depending on the quality and composition of the pitch deck, it 

still gives some indication of the business and industry knowledge of the team. Mostly, the pitch 

deck functions as a check for other criteria related to the market, product and business model, 

and if these are met the VC professional meet with the entrepreneurs in person.  

A deeper assessment of the management team is made during the first meeting. Investment 

managers from Company B meet with the entrepreneurs in person and observe as they present 

their pitch, followed by interactive discussions. The interviewee explains that Company B 

wants to see how the entrepreneurs present their idea and how good they are at selling it. The 

first meeting is usually followed by several business-related discussions and background-

related questions, as well as reference interviews with employees, customers, suppliers and 

other potential references. 

The interviewee perceives the evaluation of the management team as the most difficult part 

when making an investment decision. For example, to use a standardised template when 

evaluating the management team can be very difficult as companies and entrepreneurs are very 

different. For this reason, Company B does not use structured processes when evaluating the 

management team. The business-related discussions and background-related questions are 

informally asked when the VC professionals meet the entrepreneurs. This occurs several times 

in different settings during a prolonged period. During this period, the company tries to assess 

how the entrepreneurs work individually as well as a team. 

If the investment manager from Company B, who is working on the investment opportunity, 

decides that the venture is an attractive investment opportunity and receives good feedback 
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from the rest of the organisation, Company B will invite the entrepreneurs to present their pitch 

in front of the Investment Committee (IC). To have the entrepreneurs present in front of the IC 

gives the appointed decision makers a chance to ask questions directly to the management team 

and make their own evaluation of the team. 

7.1.3 Company C 

Company C has an unstructured process to assess the human capital in a venture. The 

interviewee stresses that a venture’s performance is determined by how good a venture’s 

management team is. The following is a quote from the interviewee at Company C8:  

 

 

The assessment processes rather depend on how the venture proposal is presented to the 

company. Company C’s employees are to a certain extent dependent on their investment 

managers’ abilities to attract venture proposals. Company C highlight two primarily sources of 

deal originations: 

(1) Their VC networks. If Company C receives a recommendation from its network, they 

will heavily rely on this referee’s judgment of the founder and the management team. 

The company stresses that it is more likely that they will meet with a new venture that 

has been recommended to them, than not.    

(2) Furthermore, several venture proposals are sent, via email, to the investment managers 

where they initiate a screening process. This screening process includes an evaluation 

of the business proposal. Company C stresses that it’s easy to see traits such as quality 

and precision in the management team from the business proposal. If the management 

team hasn’t done accurate research about Company C, e.g. sloppy business proposals 

not acknowledging Company C’s specific sector focus, it is likely that the venture 

proposals will be eliminated.  

If the proposal fulfils the company specific criteria, an investment manager will contact the 

founders and set a first face-to-face meeting. The meeting has more of a recruitment character, 

                                                 

 

8 All interviews were held in Swedish and has been translated to English by the authors 

“Assessing the human capital is rather an art than a science”  

VC Representative, Company C 
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including an assessment of the founder. Company C suggests a concept referred to as Founder-

market fit, which is an indicator of the match between the founder and the industry into which 

the founder wish to enter. Company C presents examples of such questions; 

 What urged the founder to initiate the business? 

 What previous experience has the founder in this particular industry? 

 What key advantages in an industry does the founder possess that will make him/her 

better than others? 

Surprisingly, the interviewee stresses that founders generally lack experience in the particular 

industry they wish to enter.  

A face-to-face meeting does not follow a structured process. However, it does include questions 

related to the entrepreneur’s background and experience. The founders typically present their 

business case, and to assess the founders’ competence, the company usually steers the meeting 

to a discussion of the industry and the business. This business-related discussion enables the 

investment managers to assess the industry specific competence of the founders as well as how 

well the founders can sell their business proposal.  

Throughout the evaluation of a venture proposal the investment managers get to interact with 

the management team and the founders of the venture. Company C continuously make reference 

interviews with previous investors, customers and their employees to assess the business as 

well as the human capital. Furthermore, they also include more casual meetings such as dinners 

and mingle events to get to know the founders on a personal level. The interviewee emphasises 

Company C’s concern for the purpose of the venture, i.e. why did the founders create the 

venture, do the founders plan to make an exit in two years, what’s the purpose/objective for the 

founders.  

Company C stresses the importance of having a close interaction with the founders to get a 

summarized picture of them, since the passion and ambition to make a successful company 

should come from the founders.  

Ultimately, an interesting venture proposal will be presented to the IC. The founders and the 

management team will present their business proposal to the IC, who will evaluate the 

management team during this presentation. Company C does not provide details of the 

assessment process performed by the IC.  
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7.1.4 Company D  

Company D has an unstructured process to assess the human capital in the venture. The 

unstructured assessment of a venture’s founders begins once a first interaction is initiated. As 

the company has two primary deal sources, the human capital assessment is dependent on the 

deal origination: 

(1) Assessments are made at various formal and informal networking events. These events 

may include a presentation of a venture. The evaluation of the founders includes the 

overall impression the founders made at a pitch deck, e.g. were the founders convincing 

enough. The formal networks also include VC networks; Company D usually receives 

a tip from another VC firm or BA about a great founding team. As Company D co-

invests with other VC firms they heavily rely on references of past performance or 

personality traits. In addition, each investment manager at Company D has a wide social 

network. The investment managers use the social networks to assess the founding teams.  

(2) Ventures that use direct contact, i.e. email, will be assessed based on their business 

proposals. The interviewee stresses that you can tell if an entrepreneur really has 

dedicated himself to the proposal. A good signal is typically if traction and market 

overview is clearly formulated. If the venture fulfils Company D’s industry specific 

screening criteria, an investment manager will contact the venture and setup a first face-

to-face meeting.  

The first face-to-face meeting with the founders can be formal as well as informal, depending 

on the investment manager. Each investment manager has his or her own style when reviewing 

the founders. However, the assessment of the founders and the management team is made 

throughout the processes of evaluating the venture proposal.  

 

 

Company D will assess the entrepreneur’s industry knowledge, but does not disclose what type 

of interview questions are used to assess industry knowledge, management-related topics or 

previous experience. Nonetheless, Company D provides examples of personality-related 

questions, such as: does the founder know its strengths and weaknesses; what are his or her 

unique skills; how do they handle stress. The interviewee argues that the most crucial 

“Each individual face-to-face meeting will add up to the overall picture of the team”  

 
VC Representative, Company D 
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assessment is evaluation of the founders, as founders and the management team will contribute 

to the ventures success.   

An investment process at Company D typically ranges between three to six months. During this 

time, Company D meets with the venture at several occasions to gather data about the process 

of the venture. In this way Company D can evaluate if the management team have delivered 

according to plan. If they have, this is a key indicator of a dedicated and ambitious team, since 

most ventures tend to fail to deliver on time.   

7.1.5 Company E  

Company E has an unstructured process for evaluating the human capital in a venture. The 

interviewee adds that implementing a more structured process could be helpful as it provides a 

more well-thought-out process about the human capital in a venture. VC professionals at 

Company E learn about new potential investment opportunities through 

(1) Its VC network. Company E uses its networks to receive recommendations of 

interesting founders. In addition, the interviewee stresses that Company E may use its 

networks to make co-investments. In such a case Company E will share their 

knowledge of great entrepreneurs with other VC firms.  

(2) Direct contact with the entrepreneurs. The usual direct contact is through an email or a 

cold-call from the entrepreneurs. Not much assessment of the management team is 

made at this stage. 

If the proposal presented by the entrepreneurs is aligned with Company E’s industry specific 

criteria, Company E schedules a first meeting with the entrepreneurs. At this stage, the 

assessment of the founders is initiated. Often questions related to a founder’s previous 

experience and character will provide a summarized picture of the founders. Occasionally 

Company E brings industry experts with them to a meeting with the entrepreneurs as they are 

helpful in the assessment of the entrepreneurs’ knowledge in the field, as well as in 

understanding if the entrepreneurs’ solution is relevant and can be solved in practice.  

7.1.6 Company F  

Company F has an unstructured process to assess the human capital in the venture. The 

unstructured assessment of the venture’s founders begins once a first interaction is initiated. As 

the company has two primarily deal sources, the human capital assessment is dependent on the 

deal origination: 
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(1) Company F’s Swedish-based investment manager assesses founders and management 

teams on a daily basis by attending networking events. There is no typical process to 

assess the founders or the management at this stage. However, the interviewee stresses 

that the overall impression of the founders is especially interesting, and emphasises 

traits such as passion and ambition. Company F utilises VC and BA networks to make 

co-investments. The interviewee emphasises that these types of VC and BA networking 

events are great providers of talented founders. Usually an investment manager at a VC 

firm or BA recommends an outstanding team with an interesting idea. At such 

occasions, the investment managers of Company F rely on the reference judgment of 

the founders. 

(2) It is common that a venture sends its business proposal via email to one of Company 

F’s investment managers. If the venture fulfils Company F’s industry specific screening 

criteria, an investment manager will contact the venture and setup a first face-to-face 

meeting. The interviewee stresses that an investment manager can tell from a business 

proposal how serious and ambitious the founders are. In a sense, the company assesses 

the entrepreneurs once a business proposal has been received, as less informative and 

sloppy business proposals are discarded. The interviewee stresses that sloppy business 

proposals are unprofessional and usually signal unambitious entrepreneurs.   

Company F does not provide any detailed information about the interview questions once the 

investment manager meets with the founders or the management team. Company F will assess 

the founders’ industry specific knowledge and their personality through interactive face-to-face 

meetings. Company F perceives the assessment of the founders and the management team as 

the most difficult part when making investment decisions.  
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7.2 RQ2: What qualities in the founders and management team are 

considered important by Swedish-based VC firms? 

The findings of the case studies and analysis of the collected data have been structured into four 

categories: industry and entrepreneurial experience, educational background, team 

composition, importance of the founders and personality traits. The structure is based on the 

nature of the qualities mentioned by our case companies. 

7.2.1 Company A 

Company A highlights industry and entrepreneurial experience, educational background, team 

composition, the founders and personality traits such as passion and ambition as important 

qualities.  

Industry and entrepreneurial experience 

Entrepreneurs who have previous entrepreneurial experience have a significant advantage in 

gaining the investment managers interest, as the investment managers believe that these 

entrepreneurs know the entrepreneurial role to success. Furthermore, Company A considers 

industry experience of high importance. Founders who have been working in one industry their 

entire professional life and where they have found a solution to a problem within this industry 

are ideal candidates. 

Educational background 

Company A highlights the level of education as important and prefers a diversified educational 

background consisting of for example engineers as well as management individuals. As the case 

company’s industry focus includes IT, life science, CleanTech, transportation and technology, 

its investment managers highlight specific individual competences as especially important, 

since the managers prefer ventures with potential patent protected technology. 

 

 

 

 

“A general tip to founders is to include individuals having made the same 

journey as the founders intended to do. For example, if you plan to make a US 

expansion, you have a lot to benefit from including management that previously 

has been involved in a US expansion.”  

VC Representative, Company A 
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Team composition 

An important criterion is the team composition. Company A highlights the importance of 

having a team with a complete background, preferably with different experiences enabling the 

team members to complement each other. Furthermore, the team, including the founders, would 

ideally have experience related to the sector in which the venture operates. By having a variety 

of backgrounds the venture will get access to a wider network, which Company A believes to 

be a strategic advantage, since a venture may need a specific expertise in a sector the network 

could provide. 

Importance of the founders 

Company A rarely invests in a single founder, instead it should be at least two founders and 

preferable a solid management team. Company A argues that the founders should have 

experiences that are highly relevant for their particular role within the venture. The founders of 

the venture would ideally have previous experiences working with each other, since working in 

a venture is intense and you should be able to communicate effectively to make the business 

operative. 

The interviewee stresses the importance of the founders’ ability to attract talented people. Since 

attracting talent would provide an indication that the founders are able to sell their idea as well 

as creating a workplace breathing talent. The interviewee gives an example of Google and 

Spotify.  

Personality traits 

Company A refers to important team traits such as ambition and focus. They stress that without 

these a venture will never succeed. In addition, they highlight specific individual traits in the 

founders such as a founder’s obsession and passion for the industry and for the venture. 

7.2.2 Company B 

Company B highlights industry and entrepreneurial experience, team composition and the 

founders as important qualities.  

Industry and entrepreneurial experience 

For some of the investments that Company B has completed it has been important with sector 

and industry specific knowledge, in others not. Sometimes Company B invests in entrepreneurs 

with 20 years of experience, sometimes they come directly from school. However, they are 

relatively often quite young as this usually implies more disruptive innovation. Company B 



 

  

 

45 

tends to favour series-entrepreneurs, i.e. entrepreneurs with several successful ventures behind 

them. The interviewee adds that if you invest in young entrepreneurs with no track-record, who 

have not built companies earlier, you need to do an even deeper assessment of them when you 

meet. Nonetheless, the interviewee fails to disclose how such an assessment would be 

performed.  

Team composition 

As Company B evaluates a potential investment, the team composition is very important. An 

example of a team composition could be a CEO responsible for the vision and to sell; someone 

responsible for the product, who understands the user needs; as well as someone responsible 

for the technology and producing the code. However, the team composition can vary depending 

on what company is build. The interviewee explains that a team consisting of a visionary and 

someone responsible for the product could be enough; e.g., a visionary and a doer. It is also 

important that the founding team represents the cornerstone of the company being built and 

does not have to recruit people to take the company to the next level. 

Importance of the founders 

Company B usually talks about the founders instead of the management team, as they view the 

founders as the most important element of the management team. In some situations, the whole 

management team consists of founders. The interviewee adds that Company B very rarely 

invests in single founders, as managing a venture requires a lot of work and time. Amongst the 

founders, Company B usually likes to see diversity; e.g. different backgrounds and experiences. 

It is very important that the founders show a strong commitment to lead the venture under a 

longer period and want to remain as long-term shareholders. Ideally, the founders should still 

be active in the venture at the time of an IPO. The interviewee explains that founders owning a 

significant stake in the venture are more motivated to be actively involved and have their 

interests more aligned with the VC firm, i.e. to increase the firms value.  A high salary does not 

provide this effect to the same extent. 

The interviewee explains that strong founders have the ability to attract talent. A team of 

entrepreneurs in which every team member is strong gives a good signal. A good sign is that 

the founders have managed to recruit someone that has a stronger background than them; e.g., 

more experienced, stronger at some field. This gives the signal that they have the ability to 

recruit by selling their idea and attracting good people as well as being willing to take in good 
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people. These people do not just have to be employees; they could also be business angels and 

advisors. Furthermore, this shows that the founders can scale an organisation.  

Personality traits 

The interviewee states that successful entrepreneurs can have very different personalities. A 

person not open to suggestions and not able to take feedback can still be very successful; e.g., 

Steve Jobs. The chemistry and connection between the VC professionals and the entrepreneurs 

should still be there for them to be able to have a successful collaboration.  

7.2.3 Company C 

Company C highlights industry and entrepreneurial experience, team composition, the founders 

and personality traits such as passion and ambition as important qualities.  

Industry and entrepreneurial experience 

As Company C has a primarily software-driven industry focus they highlight one specific 

industry criterion as a necessity to receive funding: “tech-DNA”. Company C refers to tech-

DNA as an individual with a unique coding or technical skill, preferable with certain software 

or technology background. It is imperative that the founders have a tech-DNA, since Company 

C believes that product/service ultimately will win. However, all the founders do not have to 

have tech-DNA. As an example, the interviewee says that if a venture consists of three founders, 

one of them must understand the code and drive the innovation forward. This does not mean 

that the founder must write the code himself, but rather have a deeper understanding of it. As 

the founding team needs to include individuals with “tech-DNA”, Company C has to some 

extent a preference in the founders’ entrepreneurial background. The interviewee stresses that 

the company does not have as a criterion that the founders need to have previous entrepreneurial 

background, instead emphasising that previous entrepreneurial background is an advantage. 

Furthermore, Company C states that the importance of industry experience is dependent on the 

industry that the venture is operating in. 

Team composition 

Company C does not have a specific criterion for the composition of the team, instead looking 

at how it is composed; preferably the company wants someone in the management team 

knowing the business side, user needs and technology. Company C rarely invests in ventures 

without a team consisting of people that can complement each other. Company C recently made 

an investment where there were two founders with rare and unique skills, but lacking business-
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related competence. In such cases, it is rather the founders the company invests in and therefore 

the team composition is subordinated. Hence, Company C may contribute to the composition 

of the team. The interviewee argues that the composition is highly dependent on the type of 

business.  

Importance of the founders 

Company C considers the founders to have a crucial role in a new venture. It is desirable that 

the founders can attract talented individuals, as attracting talent is important to be able to 

effectively scale an organisation. 

Personality traits 

Company C believes that it’s vital to have passion, ambition and determination to succeed in 

creating a successful venture. The interviewee says that there have been various cases where 

the founders were too egocentric and didn’t want to employ individuals they believed were 

smarter than themselves.  

7.2.4 Company D 

Company D highlights industry and entrepreneurial experience, team composition and 

personality traits such as passion and ambition as important qualities.  

Industry and entrepreneurial experience 

Company D considers previous entrepreneurial experience as an advantage. However, the 

interviewee emphasises that Company D has made several investments where the entrepreneur 

did not have previous entrepreneurial background. Nonetheless, the interviewee argues that 

founders with previous entrepreneurial background are more likely to attract the company’s 

attention. Furthermore, Company D states that the importance of industry experience is 

dependent on the industry that the venture is operating in. 

Educational background 

As Company D has a primarily technology-driven industry focus it values specific technology 

skills in the founders as a necessity for funding. However, Company D does not have any 

preferences regarding educational background.  

Team composition 

Company D prefers to invest in a venture with a complementary management team set to run 

the company in the next one to two years, i.e. they should have all the managerial expertise 
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needed to fulfil the business plan. The team should have individuals with previous experiences 

in the industry. 

Personality traits  

Traits such as ambition, determination and passion are key traits Company D seeks in the 

founders and the management team. The interviewee stresses that having a humble attitude 

towards challenges ahead as well as towards Company D’s investment managers is a 

prerequisite for a long business relationship. Company D will assess if the founders and the 

management have the right personalities to create a good culture in the venture. The culture 

should preferably breed innovation, quality and high ambition ultimately attracting talented 

individuals. The attitude and chemistry between Company D and the venture have to be a fit. 

Company D considers a team’s ability to generate and deliver a product/service fast, i.e. great 

communication skills are more important than having a product/service that is perfect. For this 

reason, Company D assesses to what extent the management team is effective in this regard. 

7.2.5 Company E 

Company E highlights industry and entrepreneurial experience, educational background, team 

composition and personality traits such as passion and ambition as important qualities.  

Industry and entrepreneurial experience 

Company E highlights previous entrepreneurial experience as a significant advantage. The 

interviewee stresses that it is comforting to know that the entrepreneurs have been on the 

journey before and are aware of what is required. It is also an advantage to have experience 

relevant to the problem the entrepreneurs are trying to solve, i.e. an industry specific knowledge. 

However, the importance of previous experience depends a lot on the industry and sector the 

venture is operating in. In some industries, e.g. FinTech, some experience and knowledge is 

usually required for the venture to be successful. 

Educational background 

On education, the interviewee explains that when Company E has invested in ventures with 

more senior management teams, education has not been considered that relevant, as the 

entrepreneurs have had a lot of work experience. However, when Company E has invested in 

young entrepreneurs, education has usually been considered more relevant and served as a 

sanity check for their competencies. 
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Team composition 

The interviewee describes the ideal founders as being very technology focused visionaries 

bringing together the whole team. Often this is not the case and Company E needs to pay more 

attention to the team as a whole. The interviewee adds that team composition is important and 

Company E favours diversified teams with people thinking differently. It is common that 

Company E complements the management team with additional team members. However, it is 

uncommon for the CEO or a founder to get replaced. The interviewee explains that if they 

would get the slightest feeling that they might need to replace the CEO or a founder, they would 

not invest. 

Personality traits 

Company E desires entrepreneurs that inspire ambition. The interviewee explains that the VC 

professionals at Company E usually ask themselves if they would buy from the entrepreneurs. 

Many entrepreneurs are too naive, failing to create trust.  

7.2.6 Company F 

Company F highlights industry and entrepreneurial experience, team composition and 

personality traits such as passion and ambition as important qualities.  

Industry and entrepreneurial experience 

The Interviewee stresses that lack of past experiences related to the specific industry in which 

the venture operates in, does not have a major impact on the venture’s probability to succeed. 

However, Company F suggests that entrepreneurs with previous industry experience have an 

advantage as they know the market and the business. For this reason, Company F favours 

previous industry experiences, but does not have a certain criterion for the founders’ previous 

experiences. However, the interviewee emphasizes that previous entrepreneurial background is 

an advantage for a ventures, as previous entrepreneurial experience helps with networking as 

well as knowing the entrepreneurial role.  

Team composition 

Company F emphasises the completeness of the venture, i.e. the business case and the 

management team, as particularly important. A venture should carefully assign coherent roles 

to the management team as well as include complementing skills. Furthermore, the venture 

should not be lacking key management positions.  
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Personality traits 

As the company finds it difficult to assess the human capital in a venture, it is also evident that 

it does not have certain preferable personality traits other than passion, ambition and drive. The 

interviewee stresses that Company F’s previous VC investments have included a wide variety 

of personalities. Some of the founders have been highly theoretical, while others have been of 

a more street smart character.   
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8 Discussion 

This chapter includes a discussion of the empirical findings from the multiple case studies in 

relation to the theory and the literature review. Based on the empirical findings, literature and 

theory we discuss a conceptual framework for the process used by Swedish-based VC firms to 

assess the human capital in ventures, as well as the qualities in the founders and management 

team considered as important. In addition, we discuss our findings in the context of 

sustainability and ethical concerns. 

Consistent with Smart’s (1999) findings, we found that Swedish VC firms spend significant 

amount of time assessing the human capital in a venture.  

8.1 Conceptual framework for the process used by Swedish-based VC 

firms to assess the human capital in ventures 

Based on our empirical study and literature review, we have designed a conceptual framework, 

see Figure 8:1. The framework describes the process used by our case companies to assess the 

human capital in a venture. 

 

Figure 8:1 Conceptual framework for the process used by the case companies to assess the human capital in ventures 
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The conceptual framework is based on previous research on human capital theory (Becker, 

1964; Cooper, et al., 1994; Spender, 1996; Polanyi, 1966; Dimov & Shepherd, 2005; Garibaldi, 

2006), particularly Smart’s (1999) findings, and on the empirical data collected in relation to 

our first research question. We have identified the assessment methods used by our case 

companies to include: work samples discussions, past-oriented interviews with unstructured 

questions, reference interviews and personality tests. Furthermore, our empirical findings 

suggest that our case companies actively use their networks, in conjunction with reference 

interviews, to assess the human capital in ventures, which is discussed in detail in Section 8.1.3. 

Apart from personality tests, the case companies assess the entrepreneurs by having 

unstructured discussions and interviews, in which there is no specific set of predetermined 

questions. These flow like an ordinary conversation and tend to be informal and open-ended. 

While the discussions and interviews are unstructured, the case companies typically have 

certain topics in mind that they intend to cover during the meeting. 

8.1.1 Work samples discussions 

Cooper, et al. (1994) and Spender (1996) suggest that an important human capital factor for the 

success of a venture includes a founder’s functional and practical knowledge. We found that all 

case companies prefer to invite ventures to a discussion of business related topics under 

informal conditions to assess the founders’ and management team’s business related 

knowledge. These discussions are of typical work sample discussion character, defined by 

Smart (1999, p62) as “session in which the VC professionals ‘quizzes’ the target manager on 

issues related to the business”. 

Naturally, VC firms would want to invest in ventures with competent entrepreneurs possessing 

solid business related knowledge. As the entrepreneurs would need to demonstrate their 

business related knowledge to VC firms during the work sample discussions, we argue that such 

knowledge is explicit because it is easy to communicate (Polanyi, 1966). Meanwhile, as tacit 

knowledge is non-codifiable and embedded in the individual’s mind, we argue that VC firms 

would find it difficult to assess an entrepreneur’s tacit knowledge. Consequently, we argue that 

VC firms’ assessments of entrepreneurs’ knowledge only include the entrepreneurs’ explicit 

knowledge. 

We found that work sample discussions occur during presentations and interactive face-to-face 

meetings with the founders and the management team, consistent with Smart’s (1999) findings. 
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Smart (1999) also showed that work samples discussions are accurate in the assessment of the 

human capital in ventures. Consequently, our findings indicate that the six case companies 

utilise an accurate tool for assessing the human capital in ventures. 

8.1.2 Past-oriented interviews 

Smart (1999) defined past-oriented interviews as interviews consisting of structured questions 

that give indication of past performance. All six case companies use questions during interactive 

face-to-face meetings and presentations that give indications of the founders’ and management 

team’s past performance. However, the case companies indicated that they employ an 

unstructured process of questioning the founders and management teams, often during informal 

settings. Hence, we argue our six case companies employ an assessment method similar to past-

oriented interviews but with unstructured questions. 

Smart (1999) ranked past-oriented interviews as the third most common method used by U.S.-

based VC firms and found them positively related to accurate human capital valuation. We find 

our results notable as the sample of VC firms in Smart’s (1999) study used a more structured 

process than our case companies. As indicated by Company B, the absence of structured 

interviews among the case companies could be because the assessment of the human capital is 

considered more of an art, rather than using predetermined questions. 

8.1.3 Reference interviews 

Previous research within the field of VC has highlighted the importance of networks as a source 

for deals, as well as financial, strategic and legal advice provided by banks, accountants, 

consultants and lawyers (Fried & Hisrich, 1994, Paul, et al., 2007, Hochberg, et al., 2007; 

Gompers, et al., 2016). Beyond the uses of VC networks highlighted in the previous research, 

our empirical study suggests that five of our case companies use their networks to actively 

assess the human capital in ventures. Five out of six of our case companies explicitly state that 

their networks are actively used in the assessment of the human capital. These five case 

companies use their networks to ask questions related to the ventures’ founders and 

management teams to develop a view of the human capital in the ventures. Furthermore, three 

of our case companies state that they rely highly on their networks for assessing the human 

capital in ventures. These case companies revealed during the interviews that they have high 

trust in their networks. Company E did not state that it used networks in the assessment of the 

human capital. We speculate that this could be due to: (i) the size or quality of its network; (ii) 

considers assessing the human capital using networks as an inefficient or unreliable method; 
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(iii) uses its network in the assessment of the human capital but for some reason did not mention 

it during the interviews. 

The interviewees at the five case companies using their networks to assess the human capital in 

ventures, have not explicitly stated reference interviews as the assessment method. However, 

we argue that the method is of typical reference interview character, as our empirical study 

shows that it includes interaction with individuals who have observed the behaviour of the 

entrepreneurs (Campbell & Bray, 1993; Smart, 1999). As stated by Company C and Company 

D, reference interviews are also used by Swedish VC firms to ask questions to individuals 

outside of the networks. 

We argue that Swedish VC firms may view networks as a powerful tool to assess the human 

capital in ventures, as parties in VC networks include entrepreneurs and co-investors that tend 

to have a deep understanding of VC firms’ preferences in a management team (Dublin & 

Aldrich, 1991; Hellmann & Puri, 2002; Hochberg, et al., 2007 Gompers, et al., 2016). However, 

as Smart (1999) found reference interviews to be negatively related to accurate human capital 

assessment, we argue that VC firms relying heavily on networks may experience less accurate 

assessment of ventures 

8.1.4 Personality tests 

In our sample of case companies, only Company A uses personality tests as a method to assess 

the entrepreneurs’ personality characteristics. Company A states that personality tests are at 

times used to assess if members of a management team have common personality 

characteristics, thus serving as a review of management composition. However, Company A 

states that it does not fully rely on the test results. The low usage of personality tests among our 

sample of case companies could be due to difficulties in promoting the use of personality 

measures in situations where assessment decisions are made (Smart, 1999). 

8.2 Qualities in the founders and management team 

We found the following qualities mentioned by the case companies. 

8.2.1 Industry and entrepreneurial experience 

All six case companies mentioned industry experience as a desirable quality in their assessment 

of the management team. However, our results show different views among our case companies 

on the importance of industry experience. Company F stated industry experience as an 

advantage, while highlighting their belief that the entrepreneur’s level of industry experience 
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does not have a major impact on the venture’s probability to succeed. In contrast, Company A 

deemed industry experience of high importance. Smith (1994) and Jo & Lee (1996) found that 

industry experience has positive influence on a venture’s profitability and the lack of it may 

cause a venture to be unsuccessful. Hence, this could indicate that Company D may 

underestimate the importance of industry experience. The rest of the case companies shared the 

common view that the importance of industry experience is dependent on the industry that the 

venture is operating in. We argue that these results highlight deficiencies in the previous 

research. Dixon (1991) and Franke, et al. (2008) both showed that the level of industry 

experience was of high importance for VC firms. As our study suggests that the importance of 

industry experience is dependent on the specific industry of the venture, we argue that making 

a quantitative study, without considering the industry of the venture as an independent variable, 

can produce misleading results. 

All our six case companies considered entrepreneurial experience as important. We find this to 

be expected, as previous studies by Hsu (2007), Gompers, et al. (2010) and Gompers, et al. 

(2016) have highlighted that VC firms tend to favour series-entrepreneurs; i.e., entrepreneurs 

with several successful ventures behind them. Entrepreneurial background was rather 

considered to be an advantage, as it would attract the VC firms’ specific interest, than a specific 

preference. Logically, an entrepreneur with previous entrepreneurial background is an 

indication of ambition and knowledge in how to create a company from nothing. 

8.2.2 Educational background 

Two of our six case companies mentioned the educational background as a criterion in their 

assessment of the management team. Company A highlighted the level of education as 

important, while Company E considered educational background as relevant mainly for young 

entrepreneurs with little or no work experience. Franke, et al (2008) found that the field of 

education ranked as the second most important criterion in the assessment of the management 

team among German and Austrian VC firms. Thus, our results suggest the educational 

background to be of less importance in our sample than among German and Austrian VC firms. 

As Ensley, et al. (2002) found that there is no evidence of a relationship between education and 

the performance of a new venture; it would not make sense for VC firms to put much emphasis 

on the educational background of the entrepreneurs. 
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8.2.3 Team composition 

All our six case companies considered the composition of the management team as important. 

We find this to be expected, as previous studies by Kaplan & Strömberg (2000), Beckman and 

Burton (2005), Hsu (2007), Franke, et al. (2008), Gompers, et al. (2010), Ramsinghani (2014) 

and Gompers, et al. (2016) have highlighted similar preferences for VC firms. Our results 

indicate some differences in the perception of the ideal management team. However, two of our 

companies mentioned that a management team should at least include an entrepreneur with a 

high understanding of the product and user needs, complemented by an entrepreneur who 

understands the technology. Furthermore, heterogeneous teams were strongly favoured over 

management teams in which all members had similar skills and past experiences.  

8.2.4 Importance of the founders 

All our six case companies considered the founders as an integral part of the management team, 

similar to previous research (Rea, 1989; Kaplan & Strömberg, 2000; Beckman and Burton, 

2005; Franke, et al., 2008; Ramsinghani, 2014). Two qualities, which we have found not to 

been stated in the previous research on VC firms’ assessment of the human capital, are 

mentioned in our empirical study: (i) founders’ ability to attract talented individuals; (ii) more 

than one founder (Macmillan, et al., 1985; Rea, 1989; Flynn, 1991; Dixon, 1991; Kaplan & 

Strömberg, 2000 Kaplan & Strömberg, 2001; Beckman and Burton, 2005; Hsu, 2007; Franke, 

et al., 2008; Gompers, et al., 2010; Ramsinghani, 2014; Gompers, et al., 2016). 

Three of the six case companies highlighted the founders’ ability to attract talented individuals 

as an important criterion in their assessment of the management team. An ability to attract 

talented individuals is important to scale an organisation, as well as beneficial for a venture as 

it contributes to the organisational performance (Unger, et al. 2011). 

Two of the six case companies strongly preferred to invest in ventures having more than one 

founder. In the early life of a venture, the founders dominate the operating decision-making 

processes and are difficult to replace (Flynn, 1991). Cooper, et al. (1994) found the number of 

founders to be an important human capital factor, affecting the success of a venture. As a 

venture can be characterised by unspecified tasks and high workloads, having multiple founders 

would help manage such workloads (ibid). Two of the case companies also motivated that 

founders usually own a significant stake in a venture and thus have their interests more aligned 

to make a venture successful, which high salaries may not. However, including additional 

founders may be problematic as venture valuations rise in later financing rounds. One way of 
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creating incentives would be to make minor equity distributions to key personnel in the 

management team.   

8.2.5 Personality traits 

Five of the six case companies explicitly state passion and ambition as important personality 

traits. We find this to be expected as previous researches find it to be ranked among the most 

important qualities in the management team (Gompers, et al., 2016). 

Company B and C indicated that work sample discussions, besides evaluating the founders’ and 

management team’s business related knowledge, provide insight into the personality of the 

entrepreneurs. The case companies stated that solid knowledge of the business may serve as an 

indicator of high ambition and passion for the venture and industry. We consider this to be 

reasonable as individuals with high ambition and passion would naturally tend to dedicate time 

to learn as much as possible about the venture and industry. 

8.3 Sustainability and ethical concerns 

As mentioned in the literature review sustainability-driven entrepreneurs may contribute to a 

venture’s success because they may be more focused on sustainable innovations. Nonetheless, 

we find no evidence of sustainability preferences among the qualities of founders and the 

management team. Company A has, among other sectors, a focus on CleanTech innovations. 

Therefore, one would think that Company A implicitly has preferences when it comes to the 

entrepreneurs’ sustainable motives. We argue that VC firms as well as entrepreneurs 

acknowledging sustainable and social motives may contribute to their own economic benefits 

as well as society benefits. This should be relevant as VC firms and founders would want to 

ensure that environmental demands are met as both society and political pressures increase on 

environmental concerns. 

Our empirical findings suggest that Swedish VC firms will meet with an entrepreneur at several 

occasions to create an overall picture of the entrepreneur’s personality and values. Although no 

interviewee explicitly states that ethical concerns are important entrepreneurial traits, we argue 

that unethical characteristics is assessed and evaluated unintentionally throughout the human 

capital assessment process. As some VC firms will meet with the entrepreneurs under more 

informal occasions, for example dinners, such ethical values of the founder will be assessed. 

Ethics should be of vital importance to VC firms as they would want to invest in entrepreneurs 
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with high moral standard, as investing in ventures with entrepreneurs with unethical values 

would reflect negatively on the VC firm.     
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9 Conclusion 

This chapter includes the conclusion from the findings of this multiple case study by answering 

the research question. The conclusion will be presented as suggestions for ventures in general 

and for NOA Potions in particular. Furthermore, we present the theoretical contribution, 

limitation of this research and opportunities for future researchers. 

The purpose of this thesis has been to answer to the general research question: 

How can ventures exploit the human capital assessment process used by Swedish-based VC 

firms to increase their chances of obtaining VC financing? 

Based on our empirical study and literature review, we have formulated six recommendations 

aimed at entrepreneurs seeking financing from our case companies: 

I. Determine the appropriate opportunities to expand their professional networks, in which 

they should invest significant effort into portraying themselves as competent; Invest 

time and effort into maintaining and improving the entrepreneurs’ reputation among 

their current direct ties 

II. Carefully consider the importance of industry experience in the specific industry that 

their venture operates in; Entrepreneurs concluding industry experience as important 

should consider complementing their management team with an individual who has that 

specific industry experience 

III. Highlight any entrepreneurial experiences in the management team and carefully 

consider the composition of the management team; e.g., consider if the team needs to 

be complemented with an individual who has entrepreneurial experience and/or industry 

experience 

IV. Entrepreneurs with little or no work and prior entrepreneurial experience should 

highlight a desirable educational background, while more experienced entrepreneurs 

should instead focus on highlighting industry and entrepreneurial experiences 

V. Demonstrate passion and ambition by continuously showing detailed business 

knowledge throughout the work sample discussions 

VI. Consider distributing portions of the ownership in the venture to key management 

positions 
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Specific recommendations for NOA Potions 

I. As the management team consists of individuals with relevant previous industry 

experiences, they should highlight their industry experience over their educational 

background 

II. As the management team consists mainly of individuals with backgrounds from brand 

management at large corporations, they should consider complementing the team with 

individuals with other experiences; e.g., entrepreneurial experience 

III. As the team consists of only one founder, with the rest of the management team owning 

less than 3.4% each of the venture, they should consider increasing the ownership for 

key management positions 

RQ1: How is the process of assessing the human capital performed by Swedish-based VC 

firms? 

Based on our empirical study and literature review, we have designed a conceptual framework, 

see Figure 8:1, describing the process used by our case companies to assess the human capital 

in a venture. The following assessment methods have been identified to be used by our case 

companies: 

 Work sample discussions occur during presentations and interactive face-to-face 

meetings with the founders and management team. All six case companies prefer to 

invite ventures to a discussion of business related topics under informal conditions to 

assess the founders’ and management team’s business related knowledge 

 An assessment method similar to past-oriented interviews but with unstructured 

questions. All six case companies use questions during interactive face-to-face meetings 

and presentations indicating the founders’ and management teams’ past performance 

 Reference interviews are conducted with individuals who have observed the behaviour 

of the entrepreneurs. All six case companies use their networks to ask questions related 

to the ventures’ founders and management teams to develop a view of the human capital 

in the ventures. In addition, three case companies ask questions to individuals outside 

of their networks 
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 Personality tests are at times used to assess if members of a management team have 

common personality characteristics, thus serving as a review of management 

composition. Only one case company uses personality tests as a method to assess the 

entrepreneurs 

Apart from personality tests, the case companies assess the entrepreneurs by having 

unstructured discussions and interviews, in which there is no specific set of predetermined 

questions. These flow like an ordinary conversation and tend to be informal and open-ended. 

While the discussions and interviews are unstructured, the case companies typically have 

certain topics in mind that they intend to cover during the meeting. 

RQ2: What qualities in the founders and management team are considered important by 

Swedish-based VC firms?  

Our empirical findings suggest that previous industry and entrepreneurial experience and team 

composition to be important qualities. The findings suggest that the importance of industry 

experience is dependent on the specific industry in which the venture operates. Entrepreneurial 

experiences are considered an advantage as the founder would know the role of being an 

entrepreneur. In terms of team compositions, heterogeneous teams are favoured over 

management teams in which all members have similar skills and past experiences. 

In terms of personality traits, we found important qualities mentioned to be: the founders’ 

ability to attract talent; passion and ambition. Additionally, having more than one founder in 

the venture is considered important. 

9.1 Theoretical contribution 

This thesis contributes theoretically to the VC literature by: (1) providing a conceptual 

framework, see Figure 8:1, describing the process used by our case companies to assess the 

human capital in ventures; (2) showing that networks, in conjunction with reference interviews, 

are used by our case companies to assess the human capital in ventures; (3) describing two 

rarely discussed qualities considered by our case companies in their assessment of the human 

capital in ventures. 

As discussed in Section 8.1.3, our empirical study shows that five of our six case companies 

use their networks actively to assess the human capital in ventures. We find our result to be 

notable as we found no evidence in previous research of networks as a tool in the assessment 
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of the human capital in ventures. We speculate that our result could be due to: (i) our case 

companies, or Swedish-based VC firms in general, use their networks more actively to assess 

the human capital in ventures; (ii) the importance of networks in the assessment of the human 

capital has been neglected in the previous research.  

As discussed in Section 8.2.4, the two rarely discussed qualities in our empirical study are: (i) 

founders’ ability to attract talented individuals; (ii) more than one founder. Three of the six case 

companies highlighted the founders’ ability to attract talented individuals as an important 

criterion in their assessment of the management team. Furthermore, two of the six case 

companies strongly preferred to invest in ventures having more than one founder. 

9.2 Managerial contribution 

This thesis contributes to entrepreneurs seeking financing from our case companies by 

providing six managerial recommendations aimed at increasing the entrepreneurs’ chances of 

obtaining VC financing. These recommendations are; (i) internal, i.e. procedures that the 

venture can implement to be perceived as more attracting from a VC firm’s perspective; (ii) 

external, i.e. recommendation on what the entrepreneurs should communicate to VC firms in 

the event of a potential financing round.  

Furthermore, this master thesis provides the commissioner, NOA Potions, with three 

managerial recommendations specifically tailored for the company. These recommendations 

are aimed at increasing NOA Potions chances of obtaining VC financing. In addition, as the 

human capital assessment methods used by VC firms have been extensively discussed in this 

master thesis, we argue that this study contributes to the commissioner, and entrepreneurs in 

general, with detailed information about the human capital assessment processes.  

9.3 Limitations 

As this research is of qualitative character we cannot make our findings generalizable beyond 

our six case companies. In addition, we consider this study to be limited as it consists of six 

Swedish-based VCs with different investment strategies and sector focus, and as such we don’t 

consider the case companies to be a homogeneous group. Nevertheless, as ventures will 

consider seeking financing from various VC firms, we consider our findings and suggestions to 

be of significant value to entrepreneurs seeking VC financing.  

We consider this research to have limitations, as the interviewees had different insights and 

knowledge into human capital assessment processes. Some interviewees were more descriptive 
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and had great knowledge of the Company’s and their own assessment processes, while other 

interviewees had less. During the interviews we found that some interviewees had a hard time 

elaborating on their assessment methods, which likely affected their responses. In addition, as 

some interviewees stressed the importance of confidentiality and anonymity, the responses may 

be limited. Consequently, this should affect the findings of this research.  

Due to time constrains and low respondent numbers have this study included a low number of 

interviews. For reason of the low number of interviews, we consider this study to be limited. 

We argue that it would have been rewarding to increase the number of interviews, as it would 

have provided deeper insight into the human capital assessment processes used. 

9.4 Further research 

We have identified the following further research areas: 

 As our findings indicate that Swedish VC firms use their networks as a tool for assessing 

human capital we would leave further researchers to investigate if Swedish VC firms 

use their networks more frequently than other methods to assess human capital. Such 

study could be complemented with a quantitative research investigating the importance 

of VC networks in the assessment of human capital 

 In contrast to Smart’s (1999) findings, we do not provide data on the frequency in which 

work sample discussions, past-oriented interviews and reference interviews are used as 

assessment methods by the case companies. As Smart (1999) suggests that work sample 

discussions and past-oriented interviews are accurate in assessing human capital and 

that knowledge is an important factor in the success of a venture, one might question 

how often such a method is used by Swedish VC firms. We would leave further 

researchers to investigate such phenomena 

 Franke, et al., (2008) ranked the field of education among the highest criteria. As we are 

limited in generalisability among our sample we cannot draw any conclusions on the 

importance of educational background among Swedish VC firms. Therefore, we would 

leave further researchers to investigate such criteria 

 As we found two not previously mentioned qualities: (i) founders’ ability to attract 

talented individuals; (ii) more than one founder, we would leave further researchers to 

investigate if these qualities are mentioned by other VC firms 
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 As our findings indicate unstructured processes in the case companies’ assessment 

methods, it should be interesting to research how the human capital assessment methods 

could be improved by a more structured process. Furthermore, as we do not provide 

data on how successful and accurate the case companies are at assessing human capital 

in new ventures, such study would be suggested to future researchers  
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Appendix 10:1 - Interviews 
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Appendix 10:2 - Interview questions 
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