
University of Halmstad

School of Business and Engineering

Master's Programme in International Marketing

Dimensions affecting a newly
established venture

Dissertation in International Marketing, 15 ECTS
2012-05-31

Authors:

George Shaheen

Dimitrios Mavrokefalos

Supervisor:

Gabriel Baffour Awuah



I

Acknowledgements

The authors would like to thank God, their parents and their uncles in

Sweden, without whose support nothing would have been possible.

Furthermore, the authors would like to thank Mr. Gabriel Awuah who

was their supervisor for his big attention as well as his thorough and

constructive criticism.

Finally, the authors would like to thank the five nascent entrepreneurs

who contributed to this research with a great insight in the field of their

activities.

Halmstad, May 31, 2012

_____________                                                ___________________

George Shaheen Dimitrios Mavrokefalos



II

Abstract

In this research, the authors aim to identify important dimensions for

newly established ventures and the way these dimensions are dealt with.

However, this study is limited to small on-line new ventures.

In order to achieve this purpose, the authors, after reviewing the literature

in the field of e-commerce, have identified five dimensions and have

proposed their importance to newly established small internet ventures.

Furthermore, the authors tried to check for similarities in the strategies

followed by the studied ventures.

The dimensions are system qualities, promotion, security, competition

and cost.

The data was collected from five entrepreneurs who have founded and

currently running small online new ventures .

The authors found that system qualities, promotion and security were

important for all ventures. Whereas, the importance of competition and

cost was not shared by all the ventures.
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Dimensions, Small, Online, New venture.
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Dimensions affecting newly established venture.

1. Introduction
1.1 Background:

"Economic history is rich in stories about the birth of new industries. Be they Josiah
Wedgwood and his pots and vases, Edison and his invention factory, Jobs and
Wozniak and personal computers or the founders of Netscape and Amazon.com and
e-commerce" (Sarasvathy, 2001. p. 260).

Entrepreneurship research is increasingly focusing on the creation of new
organizations. New economic entities creation, according to Aldrich (1999), is a
central factor in the evolution of economies as well as to organizations.

Setting up a new venture can be justified as an action for someone who wants to be
self employed, rather than working for someone else. These new economic entities
entail the element of innovation at the start up phase, which is an important survival
element for their later course (Davidsson, 2004).

Initiating the start up process reflects a set of efforts to create a new firm and entails a
range of activities such as developing plans and assembling and re-configuring
resources to create the new venture. Then, the consequences of these efforts can "lead
to the implementation of an operational new firm – a firm birth" (Reynolds & Curtin,
2011. p .6).

The social actors or so called "entrepreneurs" are people who create value in society
by creating business models that best fit what they have in mind when they start.

These people-entrepreneurs who wish to start their own businesses should start by
asking certain questions such as: Where do I want to go? How will I get there?  What
kind of enterprise do I need to build? What risks and sacrifices this enterprise
demands? And many more (Bhide, 1996).

According to Reynolds and Curtin (2011), there are at least 200 million people
worldwide involved, in one way or another, in business creation activities. Indeed, the
creation of new ventures through the process of job creation is the main source of
employment. One clue for this fact is that in the USA, an instance of advanced
economies, half of new jobs are created and offered by new firms. Furthermore, the
growth of national economies and economic growth of market sectors  are almost
certainly associated with improved levels of new business creation; "economic growth
without new firm creation is rare" (Reynolds & Curtin, 2011. p.4).

If we assume that every business starts with an idea, then the companies in their early
stages can range the spectrum. Here it is found that some owners have an idea that
they think it fills a need in the market but the company is not formed yet. While some
owners have moved their business a step forward and the idea was transferred into
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product or service but with very little revenues and no profit. Whereas other owners
have taken an extra step so they have created a market to their product or service, with
a good revenue but not necessarily profit meaning that the revenue covers no more
than the expenses (Damodaran, 2009). (See Figure 1).

Damodaran (2009) argued that most companies do not survive and fail in the start up
phase. He supported his argumentation with an empirical study showing that of about
5000 start ups in Australia a percentage of 64% of the businesses failed before
completing a ten year period. Such failure will affect the entrepreneur both financially
and personally since starting a business also involves much personal risk as well, for
example an employee giving up his job which gives him a steady income (Wiersema,
2008).

The start up phase in general is very crucial for every firm and there have been a large
number of researches focusing on the start up phase of firms from many different
perspectives. One is the financing perspective where Nofsinger and Wan (2011)
investigate the importance of early funding of a venture and the source of the funding
at these early stages. They argue that aspects such as technology, product and
entrepreneurial experience are influencing the financing phase of a start up firm
whether it is an institutional or an informal type of financing. On the other hand,
Almeida and Fernando (2008) investigate how certain elements like strategic
particularity through mastering, organizational theme and trade-off can influence a
start up firms' survival as researched from a leadership perspective. Mata and
Machado (1995) identified the determinants of the size of firms at the start up, relative
to industry characteristics such as economies of scale and the extent of firms' entry
and exit.

There are different kinds of companies and each kind has its different, important
dimensions. Thus, different kinds of companies can be studied by identifying and
analyzing the important dimensions related to them. For instance, Greenwood et al
(2005) have studied service firms by identifying and analyzing reputation,
diversification, and organizational explanations, which they claim to be important
dimensions for services firms. Similarly, Casillas et al (2011) have studied family
firms by identifying and analyzing dimensions for family firms (generational level,
non-family involvement in management and the next generation’s involvement in the
business). In this paper we will study new startup firms and we do believe that what is
considered as important dimensions for new ventures can be different from other
kinds of enterprises. Thus, we will identify and analyze dimensions related to new
ventures.

1.2 Research question

There is a lot of research conducted in the field of entrepreneurship in general and in
the creation of a new venture and start up phase of operation specifically. However,
very little has been done to identify and describe what can actually be considered as
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important dimensions and how they can influence a new venture at the start up phase.
Therefore, this research study will focus on finding and analyzing such factors or
variables which are faced by the young venture and can be considered as challenges
for the new venture's operation. The research study will be conducted as a case study
of five small European ventures. So the research question is:

What are the dimensions that new ventures need to deal with at the initial stages of
their operation and how these dimensions are dealt with?

1.3 Purpose:

The purpose of this research study is to identify dimensions that new ventures need to
deal with at the initial stages1of their operation and the way these dimensions are dealt
with.

1.4 Delimitation:

As this area of study is quite wide and a lot of different things concerning a new
venture creation can be analyzed thoroughly, we choose to research more thoroughly
and specifically the area of online venture operation, after the venture has been
created. Furthermore, we focus on small firms that nascent entrepreneurs are running
(see methodology part).

1 Initial  refers to the stage starting right after the business creation process has been completed.(See
Figure 1)
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2. Key definitions

Here, we would like to start by giving key definitions of E-commerce, social network
platform and nascent entrepreneur:

2.1 Venture creation:

"The venture creation process refers to the temporal sequence of events or activities
that occur as entrepreneur creates a new business" (Liao & Welsh, 2002. p. 14).

The creation of a new venture is the organizing of new organizations, "To organize is
to assemble ongoing interdependent actions into sensible sequences that generate
sensible outcomes" (Weick, 1979. p. 3).

2.2 E-Commerce

"E-commerce involves digitally enabled commercial transactions between and among
organizations and individuals. Digitally enabled transactions include all those
mediated by digital technology, meaning, for the most part, transactions that occur
over the internet and the Web. Commercial transactions involve the exchange of value
(e.g. money) across organizational or individual boundaries in return for products or
services" (Laudon & Traver, 2011. p. 92).

2.3 Nascent entrepreneur

A nascent entrepreneur is defined as "a person who is now trying to start a new
business, who expects to be the owner or part owner of the new firm, who has been
active in trying to start a new firm in the past 12 months and whose start up did not
yet have a positive monthly cash flow that covers expenses and the owner-manager
salaries for more than three months" (Wagner, 2006).

2.4 Social network site

Social network site is defined as "as web-based services that allow individuals to (1)
construct a public or semi-public profile within a bounded system, (2) articulate a list
of other users with whom they share a connection, and (3) view and traverse their list
of connections and those made by others within the system. The nature and
nomenclature of these connections may vary from site to site" (Boyd & Ellison, 2007.
p. 211).
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3. Literature review:

Many researches were conducted to study e-commerce from a value creation
perspective; Chen et al (2001) argue that in order for firms to create value through e-
commerce, they need to take into consideration many factors; designing and
maintaining the website, managing capacity, playing the name game, enhancing
privacy, security and the distribution channels. Craighead and Shaw (2003) concluded
that supply chains are very important for creating value in e-commerce business and
should be perfectly managed so value can be added to the final customer.

However, Amit and Zott (2001) tried to give a wider picture of the sources of value
creation in e-commerce. They argued that there are four categories of sources 1)
Novelty: new transaction structures, new transactional content, new participants, etc.
2) Efficiency: search costs, Selection range, symmetric information, simplicity, speed,
scale economies, etc. 3) Complementarities: between products and services for
customers, between on-line and off-line assets, between technologies, between
activities 4) Lock-In: a) switching costs by loyalty programs, dominant design, trust,
customization, etc., b) positive network externalities.

A wide number of researches were conducted on the area of new small firms'
emergence, especially the gestation process (Diochon et al, 2003; Diochon et al,
2001). However, Diochon et al. (2001) were trying to give a deep understanding of
the entire process of small business creation based on defining the activities of
nascent entrepreneurs from conception stage to the inception of the new firm. Data
was taken from interviews of 127 start-up efforts. They conclude that entrepreneurs
are taking on multiple activities, but the ones that were intensely followed are:
defining market opportunities; investing personal funds in the venture; purchasing raw
materials, inventory, supplies or components; generating revenue from initial sales
and promotional activities.

On the other hand, in a study of e-risk perceptions for internationalization of small
firms, Pezderka and Sincovics (2010) make a three way categorization between
traditional IB risks, operational risks and online media risks which they combine with
Dunning's OLI framework of ownership, location and internationalization advantages
and thus come up with certain propositions concerning SME's market entry choices
and export performance.

Our review showed us no available model that could be used to guide us further while
no research approach similar to our approach was found to have been conducted in the
field of E-Commerce. Hereafter, an extensive review of E-Commerce general
literature is being made in order to help us find a guiding structure upon which this
study will be conducted.
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Today we live in an era of immense transitions of human practices and one of its
many manifestations is the internet and the way people have learned to interact and
make transactions easier, faster and more efficiently through it.

A new and vibrant service/social network model of e-commerce has emerged that can
be clearly seen in sites such as Facebook, YouTube, Twitter, Vimeo etc. which
enables users to distribute their own content freely and together with the more
traditional ones seen in sites such as Amazon and EBay where people are involved in
C2C(customer-to-customer)and B2C (business-to-customer) transactions, constitute
the ways with which people wish to interact with each other nowadays(Laudon &
Traver, 2011).

According to Zubcsek and Sarvary (2011), consumer reachability in recent years is
being improved, which results in increasing use of direct advertising, i.e. promotion
messages sent to individual consumers. They point out that the "Social networking is
one of the revolutionary new applications of the Internet where members not only
reveal certain aspects of their preferences (e.g. their taste for particular movies and
music) but also reveal their friends. The largest such sites, MySpace, Facebook and
Twitter have hundreds of millions of members and have become powerful advertising
media" (Zubcsek & Sarvary, 2011. p 72).

A number of statistical facts such as the fact that online consumer sales grew by
12,7% in 2010 compared to traditional retail growth of 2,5% of the same year as well
as the increase in the number of online users in the United States from 211 million in
2009 to 221 million in 2010 which could be mainly a result of technology getting
cheaper through the years, reveals that the e-commerce revolution is now just
beginning (Laudon & Traver, 2011).

Acknowledging the various benefits that can be derived from having the internet as a
medium we move on to Laudon and Traver who have recognized a five stage life
cycle procedure for web systems development. This life cycle comprises the
following steps: 1) Systems analysis/Planning 2) Systems design 3) Building the
system 4) Testing 5) Implementation (Laudon & Traver, 2011).

Throughout this procedure one should have in mind the two options that are being
offered in two distinct stages and which have to do with building as well as hosting
one's own system in comparison to outsourcing it to a vendor specialized in
sophisticated Web site capabilities. Small start ups, which are what is being
investigated here, usually build their own sites from scratch or use templates that are
easy to handle (Laudon & Traver, 2011).

The above goes in parallel whit what Turban et al (2010) found: when a company
wants to build a Website, it has two options; either to use a web hosting provider's
service or to self-hosting the site:
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Using the Web hosting service to build a website is a practical options for starting an
online business. Small ventures can take the advantages of a Web hosting service
provider. This way for building a Web site is quick, easy, and inexpensive. Moreover,
this option is particularly attractive to small businesses for the reason that the cost is
relatively low ($10 - $99 per month).
The second option is self-hosting which is expensive, since the company will have to
bear the cost alone and, of course, a higher cost of security is also associated. Thus, it
is not a recommended option for small e-ventures (Turban et al, 2010).

On the other hand there is a trend of more and more people who wish to build their
own websites or maintain their blog online which is a form of their personal world
shared in the Web. The good thing is that it is not required for someone to be an
expert in creating a Website as even amateurs can get involved in the fact of creation
while the steps have been made simple for everyone to be able to follow (Laudon &
Traver, 2011).

Based on the ease with which a person can create his or her own internet space, a lot
of people have started getting involved in creating their own e-commerce web sites.
The two most important concepts before building e-commerce sites being:

1) Developing a clear understanding of the business objectives

And

2) Knowing how to choose the right technology to achieve those objectives.

A person has to address them both in order to go further and start benefiting from a
good idea that will be launched online (Laudon & Traver, 2011).

Throughout this whole procedure one should have in mind the two options that are
being offered in two distinct stages and which have to do with building as well as
hosting one's own system in comparison to outsourcing it to a vendor specialized in
sophisticated Web site capabilities. Small start ups which are what is being
investigated here usually build their own sites from scratch or use templates that are
easy to handle (Laudon & Traver, 2011).
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4. Literature study and development of proposition:

A web site is only valuable from a business perspective as the number of people who
visit. For this reason we would like to state the eight most important factors in
successful e-commerce site design as indicated by Laudon and Traver. These factors

come under the title of system qualities. These are functionality, informational,
ease of use, redundant navigation, ease of purchase, multi browser functionality,
simple graphics and legible text. All these eight factors should be considered by every
person who has a web site and wishes to develop and maintain a wide customer base
(Laudon & Traver, 2011).

Moreover, fault tolerance, as another system quality, is a big challenge for transaction
reliability and the quality of a system. Fault tolerance means that a system is able to
provide reliable service, despite some kinds of failure. No one wants a computer to
fail as a result of single transistor failure; therefore computers are designed in a way
that ensures functionality in events of such failure. The same thing applies to network
failure and the loss of single message (Camp, 2000).

Another very important aspect of system qualities that someone who has an e-
commerce web site should look into is the capacity of servicing concurring customers
as it is a fact that the more customers who appear and wish to be serviced, the more
the performance of the web site is degrading. Scalability seems to be the solution
which can be achieved through two different ways. The first is called vertical scaling
and it involves the increasing of processing power of the individual components and
the second is the so called horizontal scaling which has to do with employing multiple
computers to share the workload (Laudon & Traver, 2011).

Ease of use, capacity of servicing concurring customers and ease of purchase are
some of the qualities that were found in literature which play an important role in e-
commerce business. Influenced by literature where a number of qualities were
presented, we created the first proposition which shows that system qualities can be
an important factor which a newly established venture should take into account.

Proposition 1:

"System qualities can be an important factor to acknowledge for a new firm that
wants to operate online".

According to Afuah and Tucci (2001), there are certain properties of the Internet that
affect e-commerce in a positive way. These properties can be summarized under the
notions of a) mediating technology  b) universality c) network externalities(value
through increased use) d) distribution channel e) time moderator f) information
asymmetry shrinker g) infinite virtual capacity h) low cost standard i) creative
destroyer (in certain industries such as newspapers) j) transaction-cost reducer.
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Based on the three properties: universality, network externalities and distribution

channel, the need for promotion of the newly established venture emerges. Thus,
for organizations which want to start e-business the major task of the Web is to add
value for current customers, unlike the case of Web start-ups where the Web plays the
crucial role of customer acquisition (Bertschek et al, 2006). Hofacker (2001) found
that Web start-ups focus on the Internet to advertise and promote their websites. In a
parallel context, Dans and Pauwels (2001) argue that managers/owners of a website
recognize the cost-effectiveness of advertising on the Web and that the starters of
Internet ventures are generally keen to use the Web to promote their products and
services.

There are some basic factors which influence in a more direct way the promotion of
newly established online business platforms in the Internet. These factors can be
summarized under the umbrella of online advertising which comprises such ways as
display of ads, video ads, search engine advertising, social network, blog and game
advertising, sponsorships, e-mail marketing, online catalogs and referrals (affiliate
relationship marketing). A person who just started operating a new e-commerce
platform should definitely acknowledge the above factors as very important for a
sustainable and successful long-term performance (Laudon & Traver, 2011).
Spaulding (2009) highlights the way virtual communities add value to business by
promotion and advertising that can be achieved through active participation in these
communities.

According to Alrawi et al (2008), promotion is a necessary function for e-commerce
start-ups, and it is an important part of selling products and services in e-commerce.
They further explain that "most Internet users use search engines to find product or
brand information. In addition to the sheer size of the research engine, its
sophistication also affected the probability that it could locate a given Web page"
(Alrawi et al, 2008: p 284).

However, Adnan et al (2010) argue that the decision of selecting a website, upon
which to promote, should be studied carefully since the highly ranked pages, i.e.
pages which are comparatively more visited/seen, can be a good place to promote a
business, but on the other hand, many advertisers want to have their advertisements
on those pages, thus, too much promotion on a certain page can negatively impact the
visitors or can create fierce competition.

As was observed from the literature, certain aspects like universality, network
externalities and distribution channel play an important role in affecting e-commerce
in a positive way through further acquisition of customers. These aspects can be
achieved through promotion, which is a very important function for the successful
operation of start-up firms. Thus, we created the second proposition stating the
importance of promotion as a determinant of operational success.

Proposition 2:
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"Promotion can be an important factor to acknowledge for a new firm that wants to
operate online".

One other very important aspect that is complementary to the notion of promotion is

the issue of competition. There are a number of actions that a new venture should
undertake in order to survive and effectively compete.
Once a website is being implemented, one should not forget that in order for it to be
successful it needs to be in a constant process of change. In other words, these
systems are considered dynamic systems as new information is coming in as input and
result in changes or modifications of the already established system in use. This can
be achieved through the known procedure of Benchmarking where the site is
constantly compared with sites of other competitors and this way it is being constantly
developed (Laudon & Traver, 2011).

According to Afuah and Tucci (2001), at the start up launching of a venture, an
evaluation of the competitive environment should be made through a competitor
analysis in order to identify strengths and weaknesses of the latter as well as an
industry attractiveness evaluation through the already established model of Porter and
the five forces. "Rivals are constantly changing their strategies and such changes,
especially new game strategies, have to be watched very carefully"(Afuah & Tucci,
2001. p. 149).

A constant evaluation of the competitive environment, in systems which are described
as dynamic, needs to be done as a means of coping with competition. The literature
signals the importance of taking into account competition as an important aspect for
any firm that does business online.

Proposition 3:

"Competition can be an important factor to acknowledge for a new firm that wants to
operate online".

According to Camp (2000), security, privacy and reliability are not totally

disconnected. Security requires reliability. And to ensure that the system is
available to legitimate users, both reliability and security are required. Security simply
is the control of information and in a secure system the owner or/and the creator of the
information is able to control the view and change and distribution of information.

Additionally, security is not privacy. Privacy means that the subject of information
can control it. Thus, privacy requires security. However, the goals of security,
according to Camp (2000), are:
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Confidentiality: which is secrecy. In other words, when the message's confidentiality
is preserved, only intended recipients can read it.

Availability: basically means keeping the system up and running. Denial of service
can be costly. Further, to be useful and marketable, a system must be consistently
available.

Authentication: is knowing that a particular user is authorized to take an action, for
example, authorizing a charge to an account.

Integrity: without integrity a recipient of a message will not be sure that the content of
the message has not been changed. Integrity does not, for example, prevent theft, but
it ensures that the message transmitted and claimed to be from an account holder is
actually from this account holder and not from a thief.

Non repudiation: it means that no individual can claim that he/she has not taken a
certain action. Non repudiation in e-commerce is obtained through digital signatures.

Organizations that use e-commerce are exposed to different types of risks from those
faced by traditional organizations which do not use the internet in their business.
Hansen (2001) addresses these risks and divides them into two common types:

1. Unauthorized access risks i.e. an intruder intercepting a message while being
transmitted between the sender and the receiver. Unauthorized access risks also
include a computer intruder getting unauthorized access to the organization's network,
and attacks from a remote location on the Internet. Here an important point is that
electronic data interchange (EDI) operations depend on joint access between partners.
Thus, without proper controls, one partner may access the other partners' data without
the required authority. Here, Camp (2000) presents another way of unauthorized
access, which happens during the storage process of information.

2. Equipment failure risks: any data transmitted between senders and receivers can
be corrupted, disrupted or destroyed due to equipment failures in the communication
system. The loss of databases and programs stored in the network server can also be
the result of equipment failure (Hansen, 2001).

There are certain goals of security that need to be taken into account like
confidentiality, availability, authentication, integrity, non-repudiation when
establishing a new platform online. These factors influence the way the platform is
operating and since firms are exposed to different kinds of risks, we believe security
is one of the most important factors that one needs to acknowledge.

Proposition 4:

" Security can be an important factor to acknowledge for a new firm that wants to
operate online".
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An important aspect that one should look into while maintaining a site is the budget
that one wishes to spend, which will be determined by the expectations that one has
from the Web site.

The cost of building Web sites has fallen drastically and that is not primarily linked to
the lower hardware costs but mainly to the lowering of the software costs needed to
support these kinds of actions. The truth is that the cost of hardware, software and
telecommunications for creating and operating a Web site has fallen significantly (by
over 50%) since 2000, making it possible for very small entrepreneurs to build fairly
sophisticated sites and start their e-commerce businesses. There are thousands of open
source software tools available to develop Web sites and associated databases that
cost nothing (Laudon & Traver, 2011).

Cowling (2006) states that small new firms tend to under invest during the initial
startup phase and then, having survived, new firms invest according to the growth
level and speed they want to achieve. This goes in parallel with Hamilton (2001)
research when he attempted to explore the main methods of funding for e-commerce
startups. He found that small startups usually start by self-funding from the
entrepreneur's personal resources; "self funding occurs early on in a business's
lifecycle, while venture capital funding comes later after a business has proven its
worth" (Hamilton, 2001. p. 278). He concludes that the extreme majority of the small
e-commerce firms are mainly self-funded at their initial stages, since the primary goal
for them, at this stage, is to achieve and increase sales, given that there is no
alternative choice to start selling.

On the other hand, when running a website the possibility of monopoly profits will be
eliminated through lower transaction costs, decline of intermediaries and intense
competition, thus, product or service cost will be more homogeneously distributed
among the various competitors in the online business field with immediate cost
benefits for the consumer (Laudon & Traver, 2011).

Proposition 5:

"Cost is not an important factor to acknowledge for a new firm that wants to operate
online".

It is very important to point out that the dimensions that were here created are not new
dimensions in any sense, as they have been derived from existing e-commerce
literature. These dimensions exist as general principles of e-commerce and can satisfy
a big range of different companies from small to large companies, whether they have
started as online firms or adopted an online business course later on. However, the
difference exists in the way that these dimensions will be employed by the researchers
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in order for the research to be conducted. These five dimensions will be used to
research a field of business where a gap of research has been identified and mentioned
before.
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5. Methodology

5.1 Research method

This research is a qualitative research, based on a qualitative interview and the reason
that we chose this path is due to the fact that there is a need for deeper understanding
of how the dimensions we proposed influence the investigated firms.

Qualitative research suits an inductive approach, while quantitative research suits a
deductive approach, but that is not always the rule. However, in this study we aim to
know what dimensions a newly established venture should deal with and how these
dimensions are dealt with. Thus, a qualitative strategy was employed since
quantitative methods cannot fully answer questions of what and how (Flick, 2009).

5.2 Research framing

Multiple-case study is used in this research. According to Bryman and Bell (2007),
the multiple-case study method has become gradually more common in business
research, since the researchers can utilize the findings deriving from each of the cases
to look at similarities and differences.

5.3 Data collection and Analysis

Collection of data concerning the literature review was achieved through the
university library databases and library books concerning e-commerce literature.

After reading the relevant literature in the field of E-commerce we proceed by
creating an interview guide that will help us conduct a semi-structure interview in
order to obtain the primary data for analysis.

"The semi-structured interview is used when the researcher knows most of the
questions to ask but cannot predict the answer" (Morse & Field. 1998. p. 76).

This research is mainly built on personal interviews, thus on primary data.

The interview guide starts with introductory questions about the idea behind the
venture in general and then further questions cover the five dimensions of cost,
promotion, system qualities, security and competition. So, the main body of the
interview guide will focus on finding whether these five propositions that we
formulated hold and if they do hold, in what ways they do so.

The interview guide consists of two types of questions called first scale and second
scale questions. The first scale questions are those that seek a simple yes or no answer
with the purpose of knowing the extent to which the propositions made by the authors
of this research hold in reality, while the second scale questions inquire a more in
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depth research, asking for detailed answers on how these dimensions influence the
firms (appendix 1).

As the research purpose is to identify dimensions that new ventures need to deal with
at the initial stages and the way they deal with them, the authors selected five nascent
entrepreneurs who run their businesses online, have recently started, meaning that
they can be found at the initial stages of their businesses’ life cycles and each one of
them offers a distinct solution to the market. The five companies are Triple One
Media, Student Develop, Parallel cube, Trippedy and Artsy. Three of the chosen five
companies (Triple One Media, Trippedy and Student Develop) were selected from a
list of nascent entrepreneurs that was obtained from Science Park at Halmstad
University, where the entrepreneurs are currently active and thus it was possible to
interview them. The other two entrepreneurs were people the authors personally
knew. Concerning Trippedy, Artsy and Parallel cube where more than one
entrepreneur run them, the selection of representatives was made by the companies to
facilitate this research.

The five interviews were conducted with the entrepreneurs who founded, managed,
and own the ventures. The interviewee of Triple One Media is Nico Rihan, the
interviewee of Student Develop is Jud Nunga, the interviewee of Parallel Cube is
Carlos Fuentes, the interviewee of Trippedy is Micael Tornblom and the interviewee
of Artsy is George Mamoulasvili.

The interviews of companies: Triple One Media and Trippedy were held in the
companies' offices in the Science Park in Halmstad city. The interview with Parallel
cube was held in the entrepreneur's place of business in Halmstad city.  While for
Student Develop and Artsy, the interviews were conducted online through Skype due
to the fact that the entrepreneurs were outside Halmstad. The duration of interviews
ranged between one hour and one hour and a half (appendix 3).

So this way by having five distinct types of online ventures, thus ensuring diversity,
the authors would like to cover as wide as possible the field of small online start ups
and their important dimensions.

The analysis will take place through analyzing of the data collected from the
interviews that will help us identify emergent dimensions and eventually create a
better understanding that will help further studies in the field of new online start ups
at the initial stages (Bryman & Bell, 2007).

5.4 Validity and Reliability

Validity and reliability of the empirical data are related and the researcher should
focus on both. High reliability does not guarantee high validity (Patel & Davidsson,
2003). Bryman and Bell (2005) emphasize this relationship, but claim that validity
and reliability hold different meanings.
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Validity evaluates the information and the explanations of a research. Thus, it can be
said that the research of high validity is the research that is based on correct
interpretations and relevant information. While the reliability evaluates how the
information has been collected, i.e. the methods which have been used to do so and
how secure and trustworthy those methods are (Denscombe, 2004).

However, the data were mainly collected from interviews with the entrepreneurs and
have been video-recorded and transcribed later. Furthermore, while analyzing the data
patterns have been made among cases by making as many codes as possible from the
empirical data collected. Nevertheless, only codes which proved to be more shared
among cases were presented. The coding helped us to form patterns which can be
theoretically important. By reviewing transcripts, codes should be made "that seem to
be of potential theoretical significance or that appear to be particularly salient within
the social worlds of those being studied" (Bryman & Bell, 2007. p. 586).
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6. Empirical data

Hereafter, relevant empirical data from all the five cases is going to be presented,
using the interview guide as a guiding structure. Moreover, all the data presented here
was collected by interviewing the entrepreneurs.

6.1 Company A:

Company name: Triple One Media

Triple One Media, a service offering platform, started operating in August 2011, and
it was founded by one entrepreneur. The Business idea of the venture is recruitment of
freelancers, producers and directors mainly in the Middle East and Scandinavia. Also
the company offers production services, and works as a documentaries' intermediary
between producers and TV stations. Furthermore, the company offers solutions to
foreign companies by linking them with local expertise in the production area in the
Middle East.
The entrepreneur has 200 freelancers’ profiles now in his site.

System qualities is an important dimension for the company.

The entrepreneur emphasizes the importance of an interactive website for an easier
use. This is why he has recently developed a new interface for the website to be more
attractive to customers where anything one wants to find can find it in two distinct
places within the website. The new website, which has not yet been launched,
contains political news, news about jobs vacancies and news about social media. The
entrepreneur continues to make changes and add extra features so that the website is
always being developed and constantly informs visitors with news of concern to them.
A beta testing was used to test the quality of the site before the final launch of the
website. Here, he asked professionals to build both the old and the new websites. The
entrepreneur was not afraid of changing the web site, since his business is small and
new and further development is to be made.

Promotion is an important dimension for the company.

The entrepreneur has not yet started "heavily" promoting his site as he is waiting to
launch the new website. The entrepreneur has created pages in Facebook, LinkedIn
and Tweeter with a focus on LinkedIn and Tweeter since the entrepreneur thinks these
two networks are more suitable for business to business (B2B) while Facebook is
used to make it easy for freelancers to find the website. However, the promotion tool
mainly used is sending emails to companies which might be interested in the work.
Furthermore, the entrepreneur linked his website to many well-known websites in the
field of media such as mediame.com where the visitors of these websites can find the
site and contact the entrepreneur. Moreover, the entrepreneur is using the SEO
(Search Engine Optimization) for the new website, a feature that helps the site to have
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a good ranking when customers use search engines to search for websites in this
specific area.

The entrepreneur has a "wide" network in the field of media even before starting the
business, a strategy which he describes as an important factor that has helped him to
promote the site.

Competition is not an important dimension for the company.

No great concern is given to competition since there are no competitors offering the
same kind of service. Production companies prefer not to recruit freelancers, instead
they want to hire them for one project each time so they do not have to worry about
their salaries and taxes. Here, when companies need freelancers for a project, they
contact  Triple One Media, which is the only company to offer this service, of not
only finding the best freelancers for particular projects, but also offers the whole
Package of a production project. Also, the freelancers should sign a contract that they
are representing Triple One Media and state that they cannot work with the same
company independently.

Security is an important dimension for the company.

There are no payments made through the website, so there is no need for financial
transaction security. Furthermore, the CVs of freelancers which might contain private
information are sent to the email and the profiles of freelancers are discreet, so the
visitors cannot see them. Moreover, firm instructions were given to the web developer
who is taking responsibility for the security of the platform. Also, security protocols
as well as confirmation emails are used in the website to secure it.

Cost is an important dimension for the company.

The venture is self-funded by the entrepreneur himself and no revenue has been
achieved so far.
Building the old (beta) site along with the new site has cost about 20000 SEK and
there are also costs for developing the site and to cover other unexpected payments.
However, the cost of building a business network to promote the site is significant,
since the entrepreneur has to pay calling costs of approximately 2000-3000 SEK
monthly, as well as the travel costs to promote his work by meeting companies in the
field of media. Currently, the entrepreneur tends to cut costs by using Skype to make
calls instead of phones and also trying to follow a "cheap" marketing strategy by
sending emails.

6.2 Company B:

Company name:  Student Develop
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Student Develop started operating in January 2011; it is a social network platform and
was founded by one entrepreneur. Here, the entrepreneur had the idea of building a
platform where students can upload their projects, which were done as university
assignments, to either show their skills or sell them to any person or company that
wants to purchase them.

Thus, the main idea of Student Develop is to link students with universities,
recruitment agencies, companies and investors.

System qualities is an important dimension for the company.

The website which is currently used is a beta version and no payment system has been
implemented yet. The beta site has more than 100 students and above 40 companies
registered. Now the final version of the website is in its final stages and will be
applied soon. It has a payment system and since the entrepreneur has students and
companies registered on the beta version, he has the experience now and knows what
changes should be made to enhance the quality and ease of use of the site. This can be
achieved as the entrepreneur states through improved uploading of an individual's
project. Given that the entrepreneur is aiming to serve students and universities
worldwide, a focus is given to the capacity of the site and the ability to serve
concurring customers. Thus, the new site will be host in a private server owned by the
entrepreneur.

Promotion is an important dimension for the company.

The venture uses a series of promotion tools. One of them is called "ambassador"
marketing, with volunteer students in universities who are representing the platform
there. Also, a SEO system is implemented and considered the first priority and the
most important strategy for promoting the site. Furthermore, the entrepreneur is
travelling to contact universities, building networks and establishing references for the
platform in many countries such as India, Australia, Netherlands and Singapore.
Moreover, pages were created on social network sites such as Facebook, LinkedIn and
Twitter.

Competition is not an important dimension for the company.

The venture has some similarities with other businesses in the market such as
websites that advertise job vacancies. However, the idea is innovative and the venture
currently has the first mover advantage, therefore, there are no major competitors yet.
Nevertheless, the entrepreneur has done some benchmarking.
Here, the entrepreneur emphasizes the importance of being fast and to start an intense
promotion to keep the first mover advantage.
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Security is an important dimension for the company.

The security of the site is very important for Student Develop. Many steps were taken
to ensure and improve the security of the website. The security is built on Encryption
protocols so that security is provided to every customer. Also students must use their
university email to register on the site in order to verify that they are students. SQL
injection system for preventing hackers is also implemented and SSL certificate for
credit card security will be used when Student Develop starts to accept payments
through the site. Moreover, Confirmation emails step is implemented as well.

Cost is an important dimension for the company.

The entrepreneur outsourced some parts of the developmental process to other
companies while he developed other parts. The initial cost for building as well as
developing the site was significant. The entrepreneur received a fund of 30000 SEK
as an aid from the Swedish government which was a small part of the whole cost of
building and developing the platform. The founder has a global intention and wants
his venture to serve students, universities, recruitment agencies, companies and
investors internationally in as many countries as possible; therefore, he is traveling to
different countries trying to build a wide network for his venture. The founder is
looking for a co-founder/investor to support him financially as well as in
administrative activities.

6.3 Company C:

Company name: Parallel cube

Parallel cube started operating in September 2011, thus it has less than one year of life
and is being founded and managed by two nascent entrepreneurs. It is a software
development social network platform with both B2B and B2C focus.  The idea behind
the platform is the creation of smart applications, targeting the android market as well
as private companies. Its applications are also serving as advertising mediums for
other corporations.

System qualities is an important dimension for the company.

The company has been developed through an open source code. It has a strong focus
on functional and "easy to use" interface for the final user and has worked and still
working towards this aspiration. The plan is for a member's page and forum section to
be created where users can upload their application architecture or ideas, in order to
facilitate a better feedback for what is needed. This way the company seeks to
increase interaction and trust with the customer.

Promotion is an important dimension for the company.
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SEO is a strong focus for the company that seeks to attain better positions, compared
to the competition. Facebook and a LinkedIn pages have been created for the
necessary social network platform promotion. Furthermore, there is a special
relationship marketing approach with a certain partner. Every time that one has an
order, part of the task is outsourced to the partner, thus increasing the customer base
by sharing customers.

Competition is an important dimension for the company.

Competition plays an important role and through constant SEO and received feedback
from an established network about customers’ preferences, the company tries to
compete primarily in the android market which is the main focus for sales. The
entrepreneur has established a relationship with key persons in the android market that
provide the company with useful data concerning what the customer wants and which
kind of developments in new products might be appreciated. Some benchmarking has
been done as well.

Security is an important dimension for the company.

The company has developed its own encryption by encoding text, passwords and data
in the platform. It is also being hosted by a major server provider thus ensuring further
security in its communications. When the member's section is made there will be
further need for the confirmation email security step.

Cost is not an important factor for the company.

The initial cost was 25 dollars to access the android market. There are no running
expenses for promotion or of any other sort.

6.4 Company D:

Company name: Trippedy

Trippedy is a B2C service providing a platform that started operating in 2009 and was
founded and managed by a sole nascent entrepreneur. The platform started as a
website giving information on flights from one place to another all over the world. Its
main focus is to inform and not to sell. The revenue is estimated to come from
commissions of tickets directed to be sold.

System qualities is an important dimension for the company.

The development of the platform has been outsourced. Beta testing has been done in
order for the platform to reach a satisfactory level. There are some technical
inconsistencies in the search engine that need to be worked on further, so that the user
will navigate and find a flight more easily. These inconsistencies concern the fact that
when a user changes the language from Swedish to English the research is not made
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with the same ease. Also, the platform is not finalized yet and the customer is not yet
able to compare and contrast simultaneously the different services that the
entrepreneur wants to offer such as bus, trains and flights services.

Promotion is an important dimension for the company.

SEO optimization is a key for the company that seeks to increase its appearance in the
user’s search results for flights. Google AdWords has been used rather early as a
strategy and did not significantly benefit the company. Facebook and LinkedIn pages
have been created for the necessary social network site promotion. There is great
consideration given to the matter of cooperating with an online travel agency and
benefit from utilizing an already established wide company database. The company
has linked itself through the Halmstad University website. Also, no commission deals
with airlines have been established so far, the purpose being to promote the website
first.

Competition is not an important dimension for the company.

Due to the fact that there are major companies offering flight services online with
which it is hard to compete, due to a lack of budget, the company started by having an
innovative approach to the service offered. One innovation with which they seek to
extend and differentiate from other companies online is the possibility to compare
different means of transportation such as buses, trains and boats for the same
destination. This feature is just about to be launched. Another innovation is by using
the IP of the customer to present each time which airport is closer to the area
designated by the user.

Security is not an important dimension for the company.

Even though security has been outsourced and created by a web developer, the
company is not concerned with it currently; while no transactions are taking place in
its virtual place. In the future, when the platform will have a large visitor rate, there
will be a focus on securing the data of the users that will have created a profile, so as
to give feedback to the company.

Cost is an important dimension for the company.

Due to the fact that the designing of the platform has been outsourced, there have
been high costs of development so far. Apart from the initial budget spent for the
creation of the website, there have been two more investment rounds covering both
further developments of the platform as well as for promotion.

6.5 Company E:

Company name: Artsy
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Artsy started operating in September 2012. It is being run by three nascent
entrepreneurs, one designer and two developers and is a social network and B2C
platform. The idea of the platform is to provide a space where Greek artists will be
able to promote and sell their own work, by creating a profile and uploading personal
content.

System qualities is an important dimension for the company.

Beta testing has been performed before the website was launched. The focus is to
have an austere user interface with the purpose being to emphasize the artwork. The
interface is also created to be interactive and easy to navigate, waiting for further user
involvement. In the future there will be designed distinct photographic sections one
could look into.

Promotion is an important dimension for the company.

Facebook, LinkedIn and Google plus pages have been created. SEO has been done.
The prime strategy of the company is the sending of newsletters. In the future the
company will perform relational marketing, having a person who will promote the
platform to the artistic communities.

Competition is not an important dimension for the company.

The platform is based on an innovative idea that has no competitors in the Greek
market, which is the focus market initially. The platform has been influenced by other
major global websites based on the same logic, and is still being influenced, having a
dynamic approach towards foreign competition by constant benchmarking.

Security is an important dimension for the company.

Currently the company is working with a ‘cash on delivery’ approach, abstaining
from being involved in the security of its transactions. However, there is a strong
focus in establishing a PayPal as well as credit card transaction option, with all the
necessary security protocols attached. The company currently works with an
invitation authentication step for its members and will soon be substituted by a
confirmation link step.

Cost is not an important dimension for the company.

The initial cost consists of an amount of 60 euro per year for the hosting of a server.
No running costs exist currently for the company, but promotion costs will exist based
on the relational marketing that the company will seek to perform.
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7. Analysis

The structure of the five propositions will be used to facilitate the analysis of data that
will be distributed and analyzed in five distinct categories namely system qualities,
promotion, competition, security, cost.

System qualities

"System qualities can be an important dimension to acknowledge for a new firm that
wants to operate online".

Proposition one proved to be correct as all the entrepreneurs stated things that they
wanted to improve in this dimension.

According to Laudon and Traver (2011) ease of use is emphasized as an important
aspect of system qualities for an e-commerce firm. Here we have found that all the
five companies have adopted a dynamic approach towards developing their website
and were keen on addressing the importance of ease of use for their platforms. That is
signified by the fact that all the entrepreneurs referred to different modifications that
have to be made in the near future, which were considered as important for their
platforms. For example, company A wants to create a new interface with a better
distribution of news and information, while company B wants to create an
environment where the user will be facilitated to upload projects easier and faster.

Furthermore, beta testing was used by all five companies before launching the official
version of their platform. All the entrepreneurs have a beta version of their website
where they are constantly checking for improvements that need to be made before
they launch the final version.

Promotion

"Promotion can be an important dimension to acknowledge for a new firm that wants
to operate online".

Proposition two proved to be correct as all the five interviewed start ups are focusing
on the internet as advertising medium, as designated by Hofacker (2001). Hence,
social network platforms were used for promotion and all the entrepreneurs have
created Facebook and LinkedIn pages for their sites. Laudon and Traver (2011),
Spaulding (2009) and Zubcsek and Sarvary (2011) all the three of them state the
importance of social network platforms as an advertising medium.

SEO is another common focus for all the entrepreneurs. Especially companies B, C
and D considered SEO as one of the most crucial promotion strategies for their
platform (Laudon & Traver, 2011).
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Competition

"Competition can be an important dimension to acknowledge for a new firm that
wants to operate online".

Proposition three did not prove to be correct for most of the companies.

Competition did not prove to be an important aspect for companies A, B, D and E. It
was discernible that all the four companies did not consider competition as an
important dimension, due to the fact that their ventures were based on innovation ,
thus they maintained a first mover advantage in their field of services. Company B,
created a platform which according to the entrepreneur offers a unique and innovative
service to both companies and students, thus competition was not posing a threat for
company B. Company E, created a platform that was launched in the Greek online
market as a new idea and has no other platforms offering a similar service and
competing there. The same concept of innovation without competition applies for
companies A and D.

So, it is clear that when there is innovation, competition does not play an important
role for the venture.

Laudon and Traver (2011) state the importance of dynamic online benchmarking
where the platform is constantly compared with competitors and further improved.
Dynamic online benchmarking is very significant for company E, while not so
important for companies B and C even though they have performed it at a certain
stage.

Security

"Security can be an important dimension to acknowledge for a new firm that wants to
operate online".

Proposition four proved to be correct as all the companies have established the
necessary protocols for their platform safety. Camp (2000) emphasizes the importance
of privacy as one important aspect of online security. Companies A , B , D and E
value security a lot, as what they share in common is a member's database where need
for privacy is vital to their customers.

Furthermore, Camp (2000) highlights five distinct goals of security among which one
of them is authentication and is considered as an important factor of security.
Companies A, B, D and E highly value the existence as well as the need for
confirmation email as a security step that insures authentication.
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Cost

"Cost is not an important dimension to acknowledge for a new firm that wants to
operate online".

Proposition five did not prove to be correct for the majority of the companies.
Companies A, B and D consider cost as an important dimension for their company so
far as they have spent a significant amount of money to develop their platforms as
opposing to what the literature suggests.

Companies C and E do not consider cost as an important dimension and the amount of
money they have spent so far is rather insignificant compared to the other companies'
funding. This was designated by Laudon and Traver (2011).

One observation through this discrepancy found between the five interviewees is the
key role that outsourcing has in influencing cost. Companies A, B and D outsourced
all or part of their platform, thus a large amount of developmental cost needed to be
paid. On the other hand, companies C and E created the platform by themselves, thus
there was no need for outsourcing and the overall cost was rather insignificant. Here,
Laudon and  Traver (2011) emphasize the option of outsourcing as a strategic
decision when building a platform, that influences the cost.

It was also found that companies A, B and D have a certain amount of running costs
that are not directly connected to building the platform, but dedicated for further
promotion of the venture.
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8. Conclusion

The purpose of the research was to identify certain dimensions that are important at
the initial stages for a newly established online venture, as well as the way that these
dimensions influence the new venture.

After interviewing five distinct nascent entrepreneurs that have established and are
running their ventures, it was made clear the importance of three dimensions out of
the five we proposed after relevant literature review. Thus, these dimensions are
Promotion, System qualities and Security and all were considered as significant
variables for all the five entrepreneurs. The importance of the other two dimensions,
competition and cost, was not proved to be shared among all ventures.

Within the system qualities dimension, the dynamic developing, ease of use and beta
testing of the platforms were three common strategies used by all entrepreneurs.

Within the promotion dimension, there were two strategies that were being pursued
by all the entrepreneurs and these are SEO and promoting on social networks.

Within the security dimension, all the entrepreneurs have considered the importance
of security for their sites and all ventures have established protocols ensuring that
their websites are safe. However, ventures with a members' database in the websites
tend to focus even more on this dimension of security .

Concerning the competition dimension, four out of five companies were not affected.
A reversible relationship between competition and innovation was visible where it
was implied that when there is innovation, competition does not play an important
role for the venture.

Furthermore, outsourcing proved to counterbalance the cost which was initially and
mainly influenced by the need or not to outsource the platform.

To conclude, we would like to point out that the research gave us a very useful insight
on different actions that different entrepreneurs are looking into, while pursuing their
strategies in these five fields and we hope that this research will help further
researches on the same field.
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9. Implications and Further research

9.1 Implications

The literature review showed the authors no already-existing theory or framework
consisting of important factors or dimensions for new ventures. Thus, the developed
propositions were a mirror reflecting what the literature suggests. However, in two out
of the five dimensions the field, at least partly, contradicted the literature.

Firstly, competition was not an important factor,  as suggested in the literature, for
four out of five companies. Secondly, cost was an important dimension for three out
of five companies unlike the literature suggestion.

To conclude, new firms, more specifically new small online firms, might have a quite
different nature, and thus operation, than any other kind of firms. We see as a strong
example the fact that competition is not considered at all from the majority of the
interviewed online new founders in this research as there are not any means available
to compete with the large corporations, other than innovation.

Therefore, more concentration should be given to such firms especially if we take
into consideration its importance for economy and innovation.

9.2 Further research

The current research is aspiring to shed some light on important aspects that new
online ventures deal with and on how they deal with them. There was an extensive
literature review, covering subjects from venture creation and start ups to e-commerce
practices that guided this research further on. However, the number of the
interviewees was not substantial due to the lack of time for finding and interviewing
more nascent entrepreneurs. For this reason, we believe that further researches should
be conducted on this matter in order to prove or disprove the credibility of what has
been found in this research as well as identify more dimensions and different patterns
whether that is possible.

Furthermore, in this research there were found that three dimensions (system
qualities, promotion and security) proved to hold with strong observations among the
cases. Nevertheless, we urge next researches to deeply focus on the other two
dimensions (competition and cost), the importance of which was not commonly
shared among the ventures and why not to check for similarities in the strategies
followed by other new ventures.
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10. Appendices

Appendix 1: Interview guide

1. What are your name and the name of your company?

2. When did start your business?

3. Are you running the business alone?

4. Can you tell us a few words about your venture (the business idea)?

5a. Do you think that the system qualities (i.e. ease of use – ease of purchase –
information- capacity to serve customers) are important factor to your business?

5b. In what way system qualities have influenced your venture?

6a. Do you think that the promotion are important factor to your business?

6b. In what way promotion has influenced your venture?

7a. Do you think that the competition are important factor to your business?

7b. In what way competition has influenced your venture?

8a. Do you think that the security (transaction security- information security) are
important factor to your business?

8b. In what way security has influenced your venture?

9a. Do you think that the cost are important factor to your business?

9b. In what way cost has influenced your venture?

10. Do you think there are any other important dimensions which influence your
venture and how?
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Appendix 2: The Early Stages of the Life Cycle.

Figure 1: The Early Stages of the Life Cycle. (Damodaran, 2009. p.4).
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Appendix 3: Interviews

Company Interview duration Place
Triple One Media 80 minutes Company's office

Student Develop 60 minutes Through Skype

Parallel cube 70 minutes Entrepreneur's place

Trippedy 90 minutes Company's office

Artsy 75 minutes Through Skype
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