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Abstract 

Entrepreneurship is the foundation of the economic for each country. It has an inevitable impact on 
micro- and macro-economic factors such as GDP, economic growth, employment/unemployment 
rate, regional development, etc. Thus, entrepreneurial practices are crucial for each country in order 
to have better economic conditions.  

Growth is the dominant part of entrepreneurial practices from which the success of small firms can 
be assessed and evaluated. Firm’s growth involves different aspects such as motives, finance and 
ownership strategies, indicators, and growth stimulus. These factors together provide a pattern of 
growth that is different from one company to another.  

Since the advent of the Internet there has been changes in the business world and the terms such as 
dotcom, digital entrepreneurship, e-services, e-banking, etc. made a dramatic change in the way of 
doing business. Some companies were established based on the Internet and their income and 
existence relied on the Internet. Some others on the other hand, use traditional method of business 
besides using the Internet as an extra tool. 

This study examines the small business growth pattern in order to find out how small firms grow. 
Furthermore, the difference between the growth pattern of digital firms and traditional companies is 
examined to find out how the pattern of growth differs from dotcoms to the brick-and-mortars. 

This study is based on a qualitative research method with the approach of a case study research. The 
case study is designed on one major case to go deep while having four other supporting companies 
in order to get the best results with the least subjectivity. The questionnaire was designed on a semi-
structure and the results were coded for the pattern. The questions were designed based on the 
conceptual framework which was changes based on the results and optimized. 

The results from this study provide a framework that gives a pattern of growth for small firms. The 
suggested framework of growth pattern has some major components: growth motive, growth 
strategy, growth indicator, and growth stimulus. Furthermore, the research findings define the major 
differences between the growth pattern of dotcoms and brick-and-mortars. 
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“Entrepreneurship is neither a science 
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Chapter One: Introduction 

This chapter introduces a background of entrepreneurship, growth, and the Internet business in 
our era as well as the essence of using the Internet in the business today. After that problem 
discussion describes the research gap on this topic. The purpose of study and delimitation define 
the purpose of author by this study and the scope of the study. Finally, disposition of the thesis 
provides the reader with an outline of how this thesis is organized. 

1.1. Background 

Peter Drucker (1985) defines entrepreneurship as set of economic performance of an enterprise 
by making risk taking decisions. As he mentions, the size or age of the firm is not of the essence, 
but the innovation is what he considered as the most important factor in defining 
entrepreneurship. From his viewpoint, entrepreneurship is a practice and based on practical 
implementations (Drucker, 1985, p. 67). According to Bessant & Tidd (2007) entrepreneurship is 
the skill of exploring opportunities and using these opportunities in an innovative way to have 
better position in competition and take the competitive advantage in a risky way (Bessant & 
Tidd, 2007, p. 5). Growth is one stage of the entrepreneurial activity and most firms tend to grow 
due to several reasons such as need for success, rivalry, etc.  

Growth and Entrepreneurial practices usually start in one phase and will be continued to the 
growth and maturity of the company. Churchil and Lewis (1983) in their classic article 
mentioned the 5 stages of the firm’s entrepreneurial growth. The first stage is the existence in 
which the firm starts the operation. After starting the company the entrepreneur usually works 
towards survival phase which is the second stage. In this phase the company should survive in 
the competition and try to gain the competitive advantage. If the company can overcome the 
problems in this phase, it enters the success stage and then gets ready for a take-off in which the 
company can go for more expansion. Finally, in the last stage the company can be more 
successful and expand to be a mature firm and enter mature resource stage at which the firm has 
less possibility to grow more and the decision of exit (e.g. IPO, merger, etc.) might be made at 
this time (Churchil and Lewis, 1983, p. 3).  

Schumpeter believed that growth made by number of small firms will be good for the industry 
overall growth. However, later changes on R&D role in the growth made some adjustments in 
their theory when the R&D role made larger firms as important as small firms (Schumpeter, 
1943, Cited in: Hodges et al., 2010, p. 809). As Hodges et al. (2010) found out in their research 
made on the effects of the small firm growth, growth of small firms not necessarily leads to the 
local development, but it can have an impact on it and facilitate the regional development. 

Petrou, et al. (2007) suggest that innovation has a multi-dimensional effect on the small business 
growth and some factors such as turnover or planned future capital investments can be 
considered as the growth indicators for the firms (Petrou, et al., 2009).   

Nowadays we are living in a world where the digital services and devices are critically 
important. No matter where we live and what we intend to do, we all need the digital media in 
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order to communicate. The Internet in particular is one of the most important services being used 
these days. The first implementation of information technology started when University of 
California at Los Angeles was connected to the Stanford Research Institute in 1969. In the next 
five years the following developments were made which are being used today: 

· 1971: the @ symbol in address  
· 1972: remote access to other computers through telnet 
· 1973: multiple person chat 
· 1973: downloading files through ftp 

In the beginning the Internet was used only for military and emergency purposes and academic 
and scientific research (Hanson, 2000, p. 4). 

Information and communication technology made the radical change globally in the 1990s. The 
introduction of online companies, fast growth of the Internet and high developments in the ICT 
industry made the digital world more than just a communication tool (Colombo et al., 2001, p. 
177), but it also facilitates the speed of information transfer, online project management, and 
more microeconomics factors such as the use of the Internet for accessing financial information 
by household to make better investment decisions, etc. (Rock, et al., 2010, s. 764). The use of the 
Internet has also brought some new approaches in banking by use of Internet banking. Most 
banks offer internet banking services in order to make better relationships with their customers 
these days (Silva et al., 2010, pp. 171-172). The term e-government is also another popular 
approach in today’s world in which the governments and people interact on the Internet to save 
time and speed up the process of public services. The finding on a research in 2009 suggests that 
one fifth of people who are visiting government web sites are participating in the process of e-
government via the Internet. However, one third of people visiting these web pages in order to 
consult and the majority of visitors gather their required information from government web sites 
(Reddick, 2011, p. 179).  

The mobile Internet is also becoming more popular these days. The use of telecommunication 
technology by consumers was increasing in the recent years. People use such technologies 
mostly to get their required external information. The use of the Internet via phones leads to a 
tough competition between mobile internet usage and PC internet by consumers (Okazaki & 
Hirose, 2009, p. 78). Wireless technology helped the popularity of the mobile Internet. Even in 
the rural areas everyone can access the mobile Internet these days (Penchuk, 2010, p. 23).  

The Internet also brought some useful tools to consumers, manufacturers and retailers and 
reformulated the business models by introducing e-business (Crespo & del Bosque, 2008). It has 
also broken the barriers in different markets and introduced a global market place on the web 
(Went et al., 2001; cited in: Sinkovics & Penz, 2006, p. 304). The Internet is not limited to 
personal use today. It is one of the essential channels used by most firms to gain competitive 
advantage or at least stay in the competition game. Many firms use the Internet for their 
customer service and support team as it makes the process faster and more efficient. The increase 
in customer loyalty, personalization and understanding their behavior is done in a more efficient 
way by having online customer relationship methods such as CRM (Hamid et al., 2004, p. 107). 
Furthermore, the importance of the Internet technology became clear to everyone when the last 
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U.S. president Barack Obama was known not only as the first black president, but also as the 
first Internet president in the U.S. (Greengard, 2009, p. 16). The organizations also benefit from 
cost saving and faster data exchange by using the Intranet and the Extranet as part of their 
organization or company administration process. The Intranet usually is an internal network 
within the organization and eases data transfer and process within the industry. Extranet is also 
limited network within more organizations and is intended to have interaction between more than 
only one organization (Timmons and Spinelli, 2003, pp. 196-197). For instance, the student 
portal of the Umeå University is the Intranet which is used between the students and staffs of the 
university while the databases of the university library-where many scientific resources are 
available online for students- is the Extranet. By using such networks organizations and 
companies can save huge amount of money, time and also ease the accessibility of information 
for specific groups such as employees, students, professors, etc. 

In using information technology and the Internet-based companies can be categorized into three 
different categories. The first group is dotcom companies that are completely born by use of the 
Internet technology and all their income is based on the Internet. The second group of companies 
is brick-and-mortar in which companies operate traditionally and their main income comes from 
their traditional sales. The essence of being presented on the Internet made the new term click-
and-mortar which is another term for the traditionally operating firms, but they have some part 
of their sales, operation or service on the Internet (Serarols-Tarrés et al., 2006, p. 373; Bernstein, 
et al., 2005, p. 374). Therefore, even most traditional companies tend to use the Internet 
technology or have online presence in order to stay competitive or increase their own company 
performances by tools such as ERP1 or the organization’s internal network or Intranet 
(Anussornnitisaran & Nof, 2003).  

The essence of the Internet presence in companies and organizations is quite evident. However, 
some firms use it more and their whole business process depends on their online presence and 
some others use the Internet to facilitate their current business activities. When it comes to the 
company aspects, there are several procedures that business people are involved. General 
management, product development, leadership, R&D, human resource management, marketing, 
etc. are some fields of study within business administration. Business growth and 
entrepreneurship are also two major fields of studies that are important for small businesses and 
SMEs.  

Some entrepreneurial activities are purely based on e-commerce business model. Those firms 
starting this business model are dotcoms that completely rely on their online presence and 
audiences. Digital entrepreneurship is the entrepreneurial activity based on the Internet and 
digital media. The Internet technology facilitates the speed of information flow and creates value 
for customers by having innovative technologies mostly on e-commerce (Rasheed, 2006, pp. 98-
99). Some scholars made the theoretical research on dotcom entrepreneurship, but as Rasheed 
(2006) conducted the research on the topic mainly comparison between click-and-mortar firms 
and dotcoms on a theoretical basis, dotcoms face some problems on brand equity and first mover 
advantage that the competitors can enter easily and compete with them. Childers et al. (2007) 
concluded that trust is one essential factor for the e-commerce start-up firms. He argues that trust 

                                                 
1 Enterprise Resource Planning 
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and relationship of dotcoms should be built in duration of time with customers (Childers et al., 
2007, p. 50).  

1.2. Problem Discussion 

Digital entrepreneurship, Internet entrepreneurship, and e-Entrepreneurship are the terms that are 
being used these days for entrepreneurial practices that involve the use of digital technology or 
have virtual nature. Just a few scholars conducted their research on digital entrepreneurship. Hul 
et al. (2007) categorized digital entrepreneurship into three major groups: mild digital 
entrepreneurship, moderate digital entrepreneurship, and extreme digital entrepreneurship. Mild 
digital entrepreneurship is the type of digital entrepreneurship which is the complement to the 
traditionally business models or brick-and-mortar firms. The second type is the moderate digital 
entrepreneurship which includes digital products, digital delivery, payment, etc. This type of 
digital entrepreneurship cannot exist without having the digital tools or use of digital media; 
hence, they are dotcoms that in their main performance depend on virtual facilities and mostly 
the Internet. The third type is extreme digital entrepreneurship which is extremely rely on digital 
world and do every single step of their business based on virtual world and facilities (Hull et al., 
2007).  

Kollmann (2006) defines another similar term “e-Entrepreneurship” as establishment of a firm in 
a pure electronic nature within the Net Economy which uses electronic platform and leads to 
pure electronic creation of value. He suggests that this value offer is only possible by use of 
information technology (Kollmann, 2006, p. 333). He also suggests that there are three major 
types of know-how that are essential for e-Entrepreneurs: computer science, information 
management, and business administration (Kollmann, 2006, p. 334). 

Kueper et al. (2006) also conducted another research on e-Entrepreneurship by focusing on the 
way that this specific type of entrepreneurship can help the firms to eliminate market barriers 
through a control system inside the e-Enterprise (Keuper et al., 2006, p. 404).  

When it comes to entrepreneurship topic and studies, firm’s growth is considered as one of the 
most important topics of study (Wiklund & McKelvie, 2010, p. 261). Most entrepreneurial 
activities lead to the growth in order to stabilize the current firm. The development model of a 
firm or organization is used to study problems or changes in that firm (Li & Tan, 2004, p. 197).  

To date, several researchers have conducted research on firm’s performance and growth 
(Brigham et al., 2010, p. 5). Besides that, only few literatures were found on digital 
entrepreneurship or e-Entrepreneurship. Matlay and Westhead (2005) conducted their research 
on the virtual teams and the creation of e-Entrepreneurship (Matlay & Westhead, 2005, p. 297). 
Hul et al. (2006) made their research to figure out the different levels of digitization in the 
process of digital entrepreneurship while defining the differences between digital 
entrepreneurship and traditional one (Hull et al., 2007, pp. 293, 300). Kollmann (2006) also 
focused on the business model and definition of e-Entrepreneurship which is quite general 
research in this field. On the other study by Keuper et al. (2006), they focused more on the 
market barriers that will be broken by the use of digital entrepreneurship.  
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Firm growth as part of the entrepreneurship process is important field of study. Digital 
entrepreneurship is also another major field of study that has recently been introduced by some 
scholars (e.g. Hull et al., 2006; Kollmann, 2006; Keuper at al., 2006). The researches on the e-
Entrepreneurship or digital entrepreneurship have been made in general fields of management 
and business and there was not any study to examine how small firms and in particular the 
digitally-established firms grow. Since growth is one of the main and most important parts of any 
small firms, and digitally established firms and rise of dotcoms have been increasing in the last 
decades, there is the gap of study on the pattern of the growth in small firms as well as the 
comparison between traditional and dotcoms’ pattern of growth. 

In this study I will examine the pattern of growth in small entrepreneurial firms as well as digital 
entrepreneurship. The study should clarify the growth pattern of how small firms grow and give 
a comparison result on the growth pattern of dotcoms and brick-and-mortars.   

1.3. Research Question 

Based on the discussions above and the problem which is the lack of studies in the growth of 
firms regarding their pattern, I came up with the research questions in order to fill the knowledge 
gap. My own primary viewpoint is that the pattern of the growth in dotcoms is different from 
digital firms. Therefore, in this research I aim to examine the pattern of growth in both dotcoms 
and brick-and-mortars. As a result, the following research questions cover this subject:  

Ø How is the growth pattern of small firms? 
Ø How is the growth pattern of pure digital firms different from traditionally established 

firms? 

1.4. Purpose of Study 

As the lack of study in the growth pattern of small entrepreneurial firms in particular a 
comparison approach in which digital and traditional firms can be analyzed is quite evident, this 
study aims to analyze the pattern of growth in entrepreneurial firms. In this study, the pattern of 
growth will be examined from different aspects. Furthermore, a comparison approach between 
dotcoms and brick-and-mortars is also the aim of this study. By this comparison, this study will 
define the how traditional firms and digital firms grow.  

The findings from this study can provide a platform for the growth of firms that it can be used by 
me and any other entrepreneur when it comes to the growth of small firms. Moreover, this study 
can contribute to the institutes and any other organization that is involved with entrepreneurship 
and growth of small firms. 

1.5. Limitation of the Thesis 

There are some major limitations when dealing with this study. Due to the lack of time and 
budget this study focuses on the growth pattern of small firms and how this pattern of growth is 
different between dotcoms and traditional firms. Due to such limitation the study is not industry 
specific and is conducted in a broader scope to examine the pattern of growth for small firms.  
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1.6. Delimitation 

The target of this study is majorly entrepreneurship and growth of small firms. In order to have a 
better focus and more targeted result on this topic, I focused more on the 
growth patterns of the small firms both for digital firms and traditional 
established firms. Examining two major types of company from 
the Internet usage viewpoint will endorse this study 
to have a comparison between the growth of 
small firms that are pure digital and those that 
are operating traditionally. Figure 1 shows 
the scope of the study and how this study is 
narrowed down in the flied of 
entrepreneurship studies. 

                                                                                                                            

                                                                       Figure 1: Thesis Delimitation 

1.7. Disposition of the Thesis 

Table 1 shows the disposition of the study.  

Table 1: Disposition of the Thesis 

Chapter Summery 
Chapter 1: 
 Introduction 

Introduces the background of entrepreneurship, growth and the 
Internet business. Defines problems and the essence of study for the 
growth of dotcoms vs. brick-and-mortars. 

Chapter 2:  
Theoretical Framework 
and Literature Review 

Introduces the historical and previous theories in the field of growth 
and entrepreneurship as well as the Internet business. Furthermore, 
this chapter introduces the conceptual framework of the thesis. 

Chapter 3:  
Research Methodology 

Introduces the research design, data collection and conclusion 
method of the thesis. It also indicates the approach on the analysis 
and conclusion. 

Chapter 4: 
Empirical Data 

Presents the companies and entrepreneurs that are selected with the 
in-depth data from their companies that are based on the interview 
guide.  

Chapter 5:  
Analysis and Discussion 

Provides the complete analysis on each case according to the 
conceptual framework.  

Chapter 6: 
Conclusion 

Presents the findings of the thesis based on the analysis chapter. 
Also provides further research ideas in the same field. 

Chapter 7:  
Trustworthiness and 
Limitation 

Discusses the reliability of the study. This section also takes the 
limits of the study into consideration. 
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Chapter Two: Theoretical Framework and Literature Review 
In this chapter the previous literature and theories regarding small firm growth, 
entrepreneurship and internet business will be presented. Moreover, the conceptual framework 
of the thesis will present the model on which the research of the thesis is based.  

2.1. Overview  

Growth is considered as one of the most important aspects of the entrepreneurial activities 
among small firms. Growth is more important for new ventures as they can support the regional 
economy development, create more jobs, and contribute to the national economy through small 
venture growth. New venture growth is a broad subject that includes many different aspects and 
areas of focal research. Many scholars dealt with new venture growth on different topics. When 
it comes to the growth of a firm, the growth covers many different topics such as 
entrepreneurship, management decision making, finance, innovation, network, strategic 
management, internationalization, etc. Thus, choosing appropriate literature among the broad 
range of research projects can be a tricky task. 

In this project I have considered the growth of entrepreneurial firms as the main topic. Hence, the 
main focus on growth is of the essence. As growth has different aspects, the literatures were 
chosen with the focus on the process of growth within small firms. Furthermore, the presence of 
dotcom firms as one group of growing companies required to have literature review on the 
Internet and e-business. I have chosen three main categories of literature to review: 
Entrepreneurship, Growth, and the Internet business. Entrepreneurship is the base of the growth 
and can give us plenty of information regarding growth. Many aspects of entrepreneurial process 
such as entrepreneur’s character, start-up strategy, financing the company, etc. influence the 
growth pattern of firms. Besides that the study is majorly based on entrepreneurial growth which 
makes it crucial to review the literature in the field of entrepreneurship. As I intend to study both 
dotcoms and brick-and-mortars growth pattern, there is the need to review literature from the 
Internet business studies and relevant fields.  

 

2.2. Contemporary Entrepreneurship 

Entrepreneurship is the base of any firm’s activities that can lead to growth. There are different 
forms of entrepreneurship that can be related to the growth of firms. In the last decades there has 
been big variety of literature written by different scholars in the field of entrepreneurship from 
which some gained much more attention worldwide. 

One of the main problems in startup process is that the entrepreneurs cannot predict what 
happens next and there is no guarantee that the assumptions of market, customers, sales, etc. can 
come true. In other word the contingencies and unpredictable risks in entrepreneurship is one of 
the challenges for startups (Sarasvathy, 2001, p.244; Ries, 2011, p.81). Therefore, there is a need 
to have an approach that can leapfrog such pitfalls during startup and come to a better strategy 
when dealing with the entrepreneurial contingencies. 



-  Entrepreneurial Growth Pattern – 
 

 

8 
 

Ideas

Build

ProductData

Learn

The effectuation theory was introduced by Sarasvathy (2001) as an approach for start-up firms. 
In an effectuation approach, the available means and tools will be taken into consideration and 
then a particular effect will be target to be created by using those tools. On the contrary, in a 
causation approach, a particular effect is taken into consideration and then the necessary tools 
should be prepared in order to create that effect (Sarathvathy, 2001, p. 245).  

One of the problems that entrepreneurs face is the lack of resources. This can be financial, 
human resources, knowledge, etc. that entrepreneur is missing in order to implement the idea. 
The effectuation theory suggests that the entrepreneur should not wait for all required resources 
in order to start. Entrepreneurs can check what they have in hand and what they can create using 
the current accessible resources. In this case they create something with what they have in hand. 
Causation on the other hand, contradicts the effectuation and entrepreneur should have all 
required resources before start-up in order to realize the idea.  

The effectuation theory implication in a firm has some key advantages for the entrepreneur. The 
first is that they start with low amount of resources and if they fail they also lose low. This is 
particularly true for seed and start-up stage as the company cannot predict what the investment 
result will be (uncertainty). In this case the companies are more likely to make strategic alliance 
rather than choosing to compete toughly in the market (Sarathvathy, 2001, pp. 259-261). 

Eric Ries (2011) introduced a new approach of entrepreneurship in his book “Lean Start-up”. He 
believed that entrepreneurs are everywhere and entrepreneurship is management that requires 
profound skills and knowledge about organization management and leadership (Ries, 2011, pp. 
8-9).  

Lean startup is originated from the concept of lean manufacturing. The main 
concept is based on the build-measure-learn loop and the aim 
is to minimize the total time in the loop. Due to the lack of 
reliability in assumption and the high risk in startup, 
entrepreneur should start to develop the product first. 
Minimum Viable Product (MVP) is the 
minimum number of products that the 
company can make and bring to the 
market for early adopters. Lean startup 
suggests that after making the first 
products they will be brought to the market 
for early adopters. Then the customer feedback 
is of the essence and after getting feedback from 
customer the product can be revised and 
optimized and this process is a continuous loop. 
(Ries, 2011, pp. 75-78). Figure 2 represents the 
Lean start-up concept. 

 

Figure 2: The Lean Startup Concept. Source: Ries (2011, p.75) 
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2.3. New Venture Growth 

Small firms are usually important to the regional and national economy and they are considered 
as the engine of economic development and sustainable growth (Wilson, 1995, p. 18). Small 
firms can create job opportunities and also they are effective in job destruction. Hijzen et al. 
(2010) found out that 65% of job creation accounted for small firms. They also figured out that 
these jobs that are created by small firms in UK are not less than jobs that are created by larger 
firms in sustainability and persistency (Hijzen et al., 2010, pp. 645-646). Therefore the study of 
the growth within small firms has always been one major research filed in the business 
administration studies.  

Not all small firms are growing-firms and not all firms grow. The matter of being growing firm 
or non-growing firm depends on several factors. These firms have some characteristics. The 
owner/manager of the small growth firm has more ambition and is more optimistic to the future 
of the small firm. These firms are more innovative, flexible and can recognize opportunities even 
in the unstable economic conditions. On the other hand, the non-growth small firms has a solid 
strategy which focus more on keeping their relationship with key client, being more stable in the 
current market, and maintain the current life style and income. The owners/managers of such 
firms usually are not active in any other business (Hansen & Hamilton, 2011, p. 289).  

2.3.1. Classic Growth Theories 

One of the classic works on the firm’s growth is contributed by E. Penrose (1959). She considers 
the growth of the firm as the dynamic interaction process that occurs between the management 
and the resources that are available for the managers. This dynamic process encourages the 
continuous growth of the firm, but also limits the rate of growth. She considers this theory of the 
firm for the internal growth of the firm and not for the growth done by merger and acquisition 
(Penrose, 1959, p. 5). Penrose resource based has been also reviewed by many scholars and was 
one of the bases of the growth theories. The changes in the market, business models, industry, 
etc. can be one reason to question Penrose’s theory. Unlike Penrose whose assumption is that 
growth opportunities always exist as long as the firm can have resources for those opportunities, 
Lockett et al. (2011) believe that growth opportunities are more restricted. On their study for 
revisiting the Penrose’s theory of growth, they examined both internal and external growth. They 
suggest that firms should focus more on developing the productive opportunity set (POS) and 
acquisitive growth is one strategy to increase POS. They also argue that industries at the time 
when Penrose published her theory were not as competitive as today and growth opportunities at 
the time were high (Lockett et al., 2011, p. 66).  

Gibrat’s law or the law of proportional effects (1931) is another classic theory in the growth of 
firms which was published in his work “Inegdlites Economiques” in Paris. According to Gibrat, 
growth of the firm is independent of age and size of the firm (Sutton, 1997, p. 40).  

2.3.2. Venture Growth Factors and Motives 

According to Morrison et al. (2003), Intention, ability and opportunity are the main three main 
prerequisites for the small business growth. Intention relates to the demographic and personal 
character of the entrepreneur and this is the entrepreneur or the CEO who decides the firm should 
grow. This factor relates to personal characters such as being risk taking and ambition of the 
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entrepreneur. Ability is the second factor that small firm needs in order to grow. Entrepreneur 
know-how, education and technical knowledge in the industry account for ability. When the firm 
has the intention and the ability to grow, then it comes to the opportunity as the last factor. The 
facility, market and industry conditions, labor market and access to finance are the necessary 
components of opportunity (Morrison et al., 2003, p. 419) . 

There are several reasons why firms grow. According to Gilbert et al. (2006), there are several 
reasons for the firm’s growth: entrepreneur character, resources, geographical locations, 
strategies, industry context, and finally organizational structure and context. 

Entrepreneur character represents the personal attitude of the entrepreneur in starting the 
company and going for growth. The risk taking and ambition of the entrepreneur are the personal 
characters that will push the entrepreneurial and growth process. The availability of the resources 
is also another factor. When the entrepreneur has an entrepreneurial ambition and character, 
he/she needs the resources in order to start the company and these are important for growth and 
startup. Geographic location also represents some local regulations and availability of market. 
Sometimes the local market is saturated and the opportunity might be found hardly. Strategy is 
also one factor that plays important role in the entrepreneurial process. It is important to know 
the plan and strategies that the entrepreneur is choosing such as the growth location, finance, etc. 
Industry context represents the industry conditions. The industry in which the entrepreneur is 
operating is one factor. It can be competitive industry or an industry with saturated market. In 
some cases the industry context might define the strategies that the entrepreneur is using. And 
finally the organization structure is the one that the company nature and culture can be a 
motivation of growth. Some companies by nature tend to grow and their organization structure 
requires them to grow further (Gilbert et al., 2006, pp. 930-936). 

 

 

 

 

 

 

 

 

 

 

Figure 3: Model of entrepreneurial motivation and the entrepreneurship process. (Shane et al., 2003, p. 274) 
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Shane et al. (2003) consider entrepreneurial motivation as the factor which is important during 
the entrepreneurial process. According to Shane et al. (2003) there are some individual 
motivations that influence the entrepreneurial process. Figure 3 shows the framework that Shane 
et al. developed to show the motivations and the impact of motives on the entrepreneurial 
process. Need for Achievement, locus of control, vision, desire for independence, passion, drive, 
goal setting and self-efficiency are the main motivation factors in the frame work. They argue 
that these motivations along with environmental and cognitive factors influence the 
entrepreneurial process of the firm in idea formation, opportunity recognition, idea development, 
and execution. These motivations will also push the entrepreneur to gain the necessary skills that 
is needed in the entrepreneurial process (Shane et al., 2003, pp. 275-275). 

As shown in figure 3, the entrepreneurial motives and cognitive factors are the base of the whole 
entrepreneurial process that leads the company to the growth. These motives and cognitive 
factors such as skills, knowledge, vision, and ability push the entrepreneur to the next step and 
the entrepreneur explores the opportunities. Idea development and execution are the next steps 
that are the result of the basic factors (i.e. cognitive factors and motivations).  

Edelman et al. (2010) developed the entrepreneurial expectancy framework. According to this 
framework, the outcomes that the entrepreneur considers from a particular action will be the 
motivation for the entrepreneurs to work hard and become successful. Outcomes such as self-
realization, financial success, role, innovation, independence, etc. lead to particular action from 
entrepreneur. There are two major outcomes that entrepreneurs consider in two stages. The first 
outcome is to start a new business and the second one is the growth (F. Edelman et al., 2010, p. 
174). Figure 4 shows the complete entrepreneurial expectancy framework. Majorly in the 
entrepreneurial expectancy framework, the outcomes are close to what Shane et al. (2003) 
considered as the facilitators of entrepreneurial process as motivation.  

 

 

 

 

 

 

 

 

 

 

Figure 4: Entrepreneurial Expectancy Framework. (F. Edelman et al., 2010, p. 179) 
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In this framework as shown in figure 4, the results that the entrepreneur gets from the growth are 
some sorts of motivations. The entrepreneur’s expectancy is what the entrepreneur expects to get 
by starting the company and these expectancies push the entrepreneur to startup and then growth. 
The outcomes such as self-realization, financial success, recognition, role, innovation and 
independence can are the result of the whole process and that is what an entrepreneur might 
expect from the whole entrepreneurial process.  

Three major entrepreneurial motivations are the need for achievement, the need for independence 
and the personal need for wealth. According to Tyszkaa et al. (2011), these three major factors 
for the entrepreneurial motivations are mostly applicable in the developed countries. They 
conducted a research in some other countries with low GDP and they found other motivations for 
their entrepreneurial ambition of people. They realized that the main motivation in less 
developed countries is the need for employment. They argue that in such countries when the 
employment rate is high, the entrepreneurial activities decline which means that the need for 
employment is another motivation for entrepreneurs (Tyszkaa et al., 2011, p. 129).  

Baum et al. (2001) also studied the firm’s growth and the effects of the five domains on small 
firm growth. They considered five major domains: traits and motives, competencies, situation-
specific motivation (composed of vision, growth goals, and self-efficiency), business strategy, 
and environment factors that affect the growth of the firm. However, their finding shows that 
these domains affect the growth of the firm when there is the web of indirect effects among them 
(J.R. Baum et al., 2001, pp. 299-302).  

2.3.3. New Venture Growth Pattern 

The process of the firm start-up is also related to the growth of the firm. One of the theoretical 
frameworks within the entrepreneurial practices of the firms that lead to the growth was 
developed by Roininen and Ylinenpää (2009) on a study about the environmental factors 
on firm growth. According to this framework the three major environmental factors affect 
the different stages of the firm start-up process. These relations are bi-directional which 
means the environmental factors within the firm are also affected by the processes during 
the entrepreneurial processes of new venture creation.  
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The three major factors are recourse configuration, product and market characteristics, 
and entry strategies. These factors are in direct relationship with every stage of the firm 
creation and development. The five major processes used in the framework (as shown in 
figure 5) are: Idea formulation, Opportunity recognition, Pre-start Planning and 
Perception, Establishment and Launch, and Post-entry Development. After all these 
processes a firm can enter the growth and profit stage (Sari Roininen and Håkan 
Ylinenpää, 2009, pp. 505, 509). Figure 5 illustrates the framework and the factors and 
their relations with the entrepreneurial processes of venture creation that lead to growth 
of firm. 

The pattern for growth of small firms shows the entrepreneurial process from start-up to maturity 
or exit. Accrding to Churchil and Lewis (1983) there are five stages in the business growth of 
small firms and each stage has its own management style, organizational structure, strategy and 
treatment.  

1. Existence: In this stage the firm is simple and the management style has direct 
supervision due to the organizational structure which is simple too. This is the strart-up 
and the firm is just being born. 

2. Survival: In this stage the management is more devided. More deligation of tasks and the 
company aims to survie. Staying on the market in order to survive is the strategy of the 
firm at this stage. 

Figure 5: Framework of New venture Start-up Process. (Sari Roininen and Håkan Ylinenpää, 2009, p. 509) 
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3. Success/Success Disengagement: After the company proved its success and penetrated 
the market successfully it is up to the managers decision to expand or to keep the current 
situatio stable and make profit.  

4. Take-off: In this stage the challenge is how to grow rapidly and the main problem is to 
finance the growth of the firm. At this stage deligation and cash are the two major factors 
that the manager should consider.  

5. Maturity: In this stage the company is already matured enough and there are two issues 
for the firm. One is to control the financial profit that is brought by the growth and the 
other issue is to re-structure the organization and make it more efficient by expanding the 
management sources.  

They also argue that there might be another stage which is called ossification. This stage happens 
when managers do not take risk or do not take innovation into their business which might be 
harmfull for them. Figure 6 illustreates the framework and stages of small firm growth (Churchil 
and Lewis, 1983, pp. 4-9). 

 

Figure 6: Characteristics of Small Firms at Different Stages of Growth. growth (Churchil and Lewis, 1983, p. 4). 

One of the other classic models on small firm growth pattern was developed by Bernholtz & 
Rives (1977) and in they considered size as one aspect and profit as the other factor. Size as one 
major factor has three components which are assets, employee, and sales. On the other part there 
is the relationship between size and success. According to this framework profit is considered as 
the success indicator. They argue that the company’s success is not guaranteed by the growth and 
maybe the company fails after growth. The growth is in three stages: the first stage is when the 
firm only survives and has the minimum return for it. After this stage they have a transition and 
then growth pattern will be stage B which is the profit making stage with average size. As the 
firm even grows more, there will be transition zone again in order to increase the size in assets, 
employees, and sales. In stage C they will grow even more and they reach all required return for 
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the growth which means that the firm has good profit and increase in (Bernholtz and Rives, 
1977, p. 425). Figure 7 represents stages of growth according to Bernholtz and Rivers (1977). 

 

 

 

 

 

 

 

 

 

 

 

Gilbert at al. (2006) made an in-depth study on firm’s growth. First of all they made distinction 
between the growth of already established firms and new ventures, where the new companies 
aim to obtain the growth while the already established firms aim to sustain their growth and 
development (Gilbert et al., 2006, p. 927). They also had another step in their review on the 
growth of firms. In their research they revealed the lack of literature on the two other questions 
that can be put on firm growth: how and where to growth?  Figure 8 illustrates the concept of the 
two major questions that they had in their review.  

Firms can grow internally or externally. Internal growth is the growth within the firm that usually 
involves innovative products or product and market development and is done within the firm’s 
operation or strategies, while the external growth occurs during the acquisition or integration. 
The growth can also be done during the internationalization of a company or can be done by 
increasing the domestic market share or production (Penrose, 1959, p. 5; Gilbert et al., 2006, pp. 
938-9). The matrix which is based on Gilbert et al. (2006) analysis of growth can help 
entrepreneurs in decision making during their growth process.  

 

 

 

 

Figure 7: Stages of Growth. (Bernholtz and Rives, 1977, p. 425) 
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As shown in figure 8, a firm can grow internally or externally and domestic or internationally. 
For example a company that does the financing by the owners and shareholders and is  not 
operating international market will be placed square 1, a company that is using external growth 
such as merger, acquisition, venture capital, or any ways of using external finance while 
operating in domestic market will be place in square 2 of the matrix. On the other hand, a 
company that is operating in international market and using internal finance will be placed in 
Square 3 and an international company using external finance will be placed in square 4 of the 
matrix above. This will matrix will define two of the major elements of small firm’s growth.  

2.3.4. Growth Indicators 

There are several ways for measuring firm’s growth. Bernholtz & Rives (1977) believe that the 
size is the indicator of the growth. According to their model, size consists of three elements of 
employee, assets and sales. These three factors together show the growth of the company.  
(Bernholtz and Rives, 1977, p. 425). Gilbert et al. (2006) argue that out of many different ways 
of growth measurement there are some ways that are more popular among scholars. They found 
sales, market share, and employment as the three major indicators of new firm growth. Sale is a 
good indicator of growth of the firm that shows the success of the company when increasing. 
When the company has increase in the sales, the profit that is generated from this sales increase 
will be invested in growing the company. This can happen by expanding the inventory of 
products, offering new services or even entering new markets. However, sales cannot be relevant 
for some high technology industries. Sometimes it takes a long time to see the result of the sales 
in the growth of the firm as the development of the product might takes years of work and 
research. In this case the employment growth might be good to measure the growth of the firm. 
Unlike sales and employment growth, market share growth is an external factor that depends a 
lot on the industry conditions and the competition level within that industry (Gilbert et al., 2006, 
pp. 929-930).  
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Figure 8: Based on (Penrose, 1959, p. 5; Gilbert et al., 2006, pp. 938-9). 
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2.3.5. Innovation and Growth 

Innovation is considered as one of the most important aspects of development in modern 
economy (Petrou, et al., 2009, p. 1591). It is also the specific function of entrepreneurship 
(Drucker, 1985, p. 67); hence, it is important to consider innovation while studying the firm’s 
growth during the early stage of entrepreneurial practices and examine what effects these two 
major factors have on each other.  

There was variety of different theoretical and empirical studies on the relationship between 
innovation and firm’s growth. Unlike most theoretical studies, the result of empirical works 
reveal that innovation do not have much effect on the firm’s growth (Corsino & Gabriele, 2010, 
p. 29), Corsino & Gabriele (2010) in an empirical study found out that the incremental 
innovation can significantly affect the firms overall growth. Innovation has also direct effect on 
the growth of employees which is one of the factors for measuring the firm’s growth (Loof & 
Heshmati, 2006, pp. 332, 343; Gilbert et al., 2006, p. 930).  

Ambidextrous management is one solution for managers when they intend to manage the 
innovation of entrepreneurial firms in order to grow. In order to succeed, entrepreneurial firms 
need to do two tasks simultaneously; sustaining the current business development, and 
promoting the future developments. In other words, the new established firms need to have both 
exploitative and explorative practices that are possible through the ambidextrous management 
(Kollmann et al., 2009, p. 303). Figure 9 shows the process of ambidextrous management of new 
innovative firms from early innovation to growth. Managers face dual opposing tasks. New 
findings show that entrepreneurial firms within the innovative industries are more likely to use 
ambidextrous management strategy (Kollmann et al., 2009, p. 317). 

 

 

 

Figure 9: Growth through Innovation and Ambidextrous Management (Kollmann et al., 2009) 

The concept of ambidextrous management as illustrated in figure 9 is to use innovation in a 
continuously and as one of the main parts of the firm’s growth process. Dual tasks are what the 
company show approach when dealing with ambidextrous management. Keeping the last 
innovation and developing it further while the same time doing more research on new 
innovations and developing a new innovative idea.  
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Furthermore, innovation can also improve the firm’s profitability and facilitate the growth of the 
company as well (Zahra & Garvis, 2000, p. 373). When a company starts to innovate, this is a 
new value proposition that can lead the firm to better growth and more success that make the 
company more profitable.  

2.3.6. Financing Firm’s Growth 

Financial sourcing is one of the most important and major issues in the growth of small firms. 
Internal finance theory of growth was developed by Carpenter and Petersen (2002) on the 
finance of small firms in the growth stage. According to this theory most small firms limit their 
growth by using the internal finance and just small fraction of companies develop their growth 
by offering share or external finance (Carpenter & Petersen, 2002, p. 309).  

Berger et al. (1998) considered initial insider finance and business angels for the initial finance 
of the very small firms that do not have any available track record and financial data. As the firm 
grows, financial institution loans and trade credit will be the other options for financing. When 
the company situation will be better and they have the growth potential and the size increases, 
then the venture capital will be another option for the firm financing. Mezzanine finance is the 
other option as the firm grows bigger. When the company is more than small firm and it is on the 
medium size, then the IPO and public funding will be the next stage that shows the company size 
is quite big (Berger et al., 1998, p. 623).  

Not many of the entrepreneurs and ventures that apply for external financing can get it (Krasniqi 
et al., 2011, p. 170). Hence, there is a need for replacing the external finance sourcing in small 
firms. Financial bootstrapping is a strategic financing tool for the firms that face problem for 
acquiring the external financial resources such as business angels, venture capitals, financial 
institutions, etc. In this case the entrepreneur uses bootstrapping in two different ways: first is to 
reduce the costs and get the resources for as lower cost as possible, second, the entrepreneur gets 
resources without approaching external finance such as bank loans or venture capital finance. 
Instead they use their own personal resources or somehow business credit (Vanacker et al., 2011, 
p. 682).   

2.4. Networks and Internationalization 

Network is another factor for most entrepreneurial firms by which the entrepreneur can develop 
their access to the required assets and resources (Sarkar et al., 2001, p. 708). Business networks 
are competitive nowadays and the companies are more careful to share their key information or 
key network players with others, however, the proactive small firms in the business network 
gained more knowledge and experience throughout their social interaction with others (Li, 2008, 
p. 282).   

The role of public policies is critical when it comes to networking for SMEs. They can help 
companies find their network that matches their goals and also help them help each other. In this 
case they should facilitate the knowledge network for the companies with low growth and high 
growth as well as the highly innovative firms and less innovative firms and through this 
knowledge network companies can have a better network for growth (Huggins & Johnston, 
2009, pp. 250-251). Incubators are one of the most popular public facilitators for the 
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entrepreneurial activities that facilitate small companies with resources and networks. The 
companies that are using the incubator services may use the internal network inside the incubator 
with other tenants and they also have an external network. The incubator can facilitate these 
firms with the internal and external network and also provide the customized network for the 
firms (Soetanto & Jack, 2011, pp. 134-135).  

When it comes to the network, hubs play important role in the entrepreneurial process. Hubs are 
individuals who have an exceptionally number of people in their network. Hubs increase the 
speed of growth and market size. There are two different hubs: followers and innovators. 
Innovator hubs influence speed while the followers help influence the market size. Furthermore, 
hubs can also act as prediction tools in the early stage process of the firm. Social hubs are good 
marketing tools as they can spread the word faster and facilitate the firm’s marketing via word-
of-mouth (Goldenberg et al., 2009, pp. 1,10,11).  

Personal network is also important during the entrepreneurial stage. According to Lazega & 
Pina-Stranger (2011), personal ties and network play important role during the growth when the 
entrepreneur requires gaining knowledge and attracting investors such as VC (Venture Capital). 
They stress on the fact that the entrepreneur should bring in the personal network that he/she 
already established in order to succeed in Biotech industry (Pina-Stranger & Lazega, 2011, pp. 
585-586). Furthermore, personal network helps the entrepreneur build more trust in the business 
network relationship that facilitates the success of the entrepreneur. Having specialized network 
is also helpful for entrepreneur success that can be gain through personal network of 
entrepreneur (Zorn & Drnovse, 2008, p. 226). Founder’s personal and inter-firm network also 
helps the firm in the internationalization process as the firm takes advantage of the founder 
knowledge and learning through international ties and access to more relevant information 
(Manolova et al., 2010, p. 262). The current network of the firm can also help the firm in the 
emerging market and the knowledge that the firm acquires from market through current 
relationships, leads the firm to make new relationships in the international market. Consequently 
the market penetration helps the firm grow in the case of solving the inter-cultural issues in the 
international market (Guercini & Runfola, 2010, p. 915). 

Another aspect of network in small firms is regarding their supply chain. Supply chain is the set 
of networks that the firm has from supplier to the consumers. When the firm builds a trustable 
network with suppliers within the industry they are operating, the outcome creates more value 
for consumers. This is what Srivastava & Singh (2010) called relationship closeness.  In this 
case the network is a value delivery network that builds trust between manufacturers, suppliers, 
distributors, dealers, and consumers. The better the relationship between these players, the more 
value will be created by firm through this network (Srivastava & Singh, 2010, pp. 5, 14). In an 
international supply chain network the information flow and information sharing is also of the 
essence and communication between the firm and supply chain players is critical for the network 
(Wareham et al., 2005, p. 221).  

Network of the firm also influences firm’s internationalization. Johanson and Vahlne (2009) 
while revising their Uppsala model of internationalization believe that internationalization of 
firms is the strategy that firms choose in order to strengthen their business network. They believe 
that firms are embedded into various relationships, thus strengthening business network is what 
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Figure 10: e-Service Quality Framework. Source: (Ding et al., 2011, p. 514) 

traditionally was called improving or protecting market position. Business network help the firm 
explore and then exploit business opportunities outside the current geographical border. Hence, 
internationalization of the firm completely depends on the firm’s relationships and networks 
(Johanson & Vahlne, 2009, pp. 1423, 1425). The concept of glocalized networks is the aspect of 
internationalization and entrepreneurship that occurs in transnational entrepreneurship. This era 
is the time of migration and people move faster to find better opportunities. Therefore, in most 
countries we face the mix of locals and immigrants. Transnational entrepreneurship is then a fact 
that we have to consider. When a foreigner comes to the host country and starts a business, 
he/she has a glocalized network which means that the network is made up of different countries 
which can include the home country of entrepreneur, the host country, and other countries that 
the entrepreneur has a personal network with. Transnational entrepreneurs have good ties with 
their born counterparts that helps them together build a better network and this network have 
exclusive benefits for them comparing to local entrepreneurs (Chen & Tan, 2009, pp. 1082, 
1087).   

2.5. The Internet Business 

The Internet business facilitates the speed of transaction and provides a self-service atmosphere 
for customers and clients in both B2B and B2C business models. The Internet business or e-
commerce is getting more and more popular these days. The information flow is one the key 
issues on online business. 

In an e-Service there are three major components that can help the firm acquire customer 
satisfaction through the Internet business. Information, System, and Service are three major 
components of the framework of e-service. These three components should have quality to bring 
satisfaction from customer. Information, system and service that the firm offers to the customers 
should together be of a quality that can create value for customer. Consequently the customer 
will be satisfied and sustaining the satisfaction from customers causes customer loyalty. This 
framework suggests that service fulfillment is the key strategy in online business and this could 
be used by managers of most online retailers to improve their customer satisfaction and loyalty 
(Ding et al., 2011, p. 514).  
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Internet business has different models. According to Hanson (2000), there are two major 
categories of using the Internet for business: improvement-based business model and revenue-
based business model. Improved-base model of online business can be used for any type of 
business from dotcoms to brick and mortars by bringing some or all their business on the 
Internet. This model helps the firm on three issues: enhancement such as branding building, 
quality improvement, efficiency such as cost reduction and free trial, Effectiveness such as dealer 
support or supplier support. The second main model is revenue-based model that is based on 
making money directly online. In this model there are provider pays and user pays. Provider pay 
is like having sponsored, alliance, advertising spot, or affiliate programs that are based on sales 
commission. User pays are Product sales, subscription pays, etc. (Hanson, 2000, pp. 126-137) .  

 Clemons (2009) categorized the commercialization of the Internet usage in more categories. One 
of the models of online business is by selling content. Content selling is one way of making 
money online (e.g. Online journals, magazines, and libraries) by letting users view quality 
content or have subscriptions for a specific time. Selling experience, selling information, selling 
online services, selling virtual accessories, selling access to customers, validation through 
community, social search and contextual mobile advertising are what Clemons considers as 
methods of making money online. However, most of them are non-retail or content based 
(Clemons, 2009, pp. 26-36). 

Based Hanson (2000) and Clemons (2009) the following framework for online business model 
can cover any online presence of both dotcoms and click/brick-and-mortars.  

Table 2: The Internet Business Models. Based on Hanson (2000) and Clemons (2009) 

Improvement-Based Business Model Revenue-Based Business Model 
Enhancement 

· Brand Building 
· Category/industry building 
· Quality improvement 

Efficiency 
· Cost reduction 
· Free Trial 

Effectiveness 
· ERP 
· Dealer Support 
· Information 
· Intranet  
· Extranet 

Providers Pays 
· Sponsorship 
· Spot advertising 
· Affiliate 

User Pays 
· Product Sales 
· Selling experience 
· Selling information 
· Selling online services 
· Selling virtual accessories 
· Selling access to customers 
· Validation through community 

 

Retail shops are popular online business and many online stores are competing in different 
industries to sell online. The online retailers deal with inventory management issue. This 
inventory management is really important for the success of the firm. One way is to stock the 
products in a traditional way and the other strategy is to use the drop shipping method in which 
the retail store does not stock the products, but the manufacturer or distributor sends it directly to 
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customer. Rabinovich at al. (2008) found out that this method is one of the best strategies for 
online retail stores. They argue that this method will increase the margin and is one of the best 
strategies for the firm’s growth (Rabinovich et al., 2008, p. 777). By using the drop shipping 
model the firm can save in cost of shipping, lead time saving, handling and logistic time spent by 
employees, however, there are some disadvantages as well. The challenge in the drop shipping 
method is that sometimes a single customer might have an order of products that is from 
different manufacturers or distributors that will be problematic for the e-tailer firm. This problem 
will increase the shipping cost and decrease the customer satisfaction (Khouja & Stylianou, 
2009, p. 907). Netessin & Rudi (2006) developed another model of supply chain management for 
the online retail shops that is mixed of the traditional and the new drop shipping models. In this 
model the retailer stocks some of the products as the physical inventory in their own warehouse 
and the same time they also use the drop shipping method as the complement. They argue that 
this model is the most competitive as wholesalers and retailers make their decision independently 
(Netessine & Rudi, 2006, p. 859).  

2.6. The Conceptual Framework 

The conceptual framework that I am using for this research is based on the literature regarding 
new venture growth and is going to be applied on both traditional firms and dotcoms. To 
examine the whole growth pattern of firms, I used five major elements for growth pattern: 

1. Motives: The main reasons for the growth and why the firm is going to grow is the first 
factor of our conceptual framework. This describes why the firm starts to grow and 
shows the main reasons that push the entrepreneur to start the growth process. Based on 
Shane et al. (2003) and Gilbert at al. (2006) I have defined these motives as: entrepreneur 
character, need for achievement, environmental factors, geographical locations, 
organizational structure, resources, and industry context. One or some of these factors 
can be the reasons for the growth and after motivating the entrepreneur or the firm CEO, 
these factors lead to the firm’s growth. 

2. Growth Strategy: In the process of growth the company should define the growth 
strategy. These strategies are the decisions that the owner/entrepreneur will make during 
the early growth stage and define how to deal with the ownership, finance, and finance. 
These strategies are the base of the firm growth and appropriate decision is essential at 
this stage.  

A: Ownership Strategy: The growing firm has usually a particular strategy for the 
growth. In this framework, Strategy is the owners’ approach and decision for the 
company shares and ownership for the growth. The growth can be done within the firm 
by keeping all shares onside the company or give out share or buy shares from another 
company. The company owners may decide to expand the company operation, market, 
etc. internally and do not make any change in the shares and company model. This is 
what Gilbert et al. (2006) called internal growth. When the firm gives out shares, or 
acquires shares from other companies and merges with another company then they used 
the external growth (Gilbert et al., 2006, pp. 938-9). This can also be done by giving 
shares to public (IPO), finding partner, or using venture financial institutions that requires 
some shares in order to invest (e.g. Venture Capital).  



-  Entrepreneurial Growth Pattern – 
 

 

23 
 

B: Finance Strategy: Financing the growth of the firm is one of the main challenges in 
the process of growth. There are several finance options that the entrepreneur or firm 
owners can choose in supporting growth of the firm financially. In the conceptual model I 
created the link between ownership strategy and financing strategy as they relate to each 
other. Initial insider finance and loan from bank or other financial institutions keep the 
ownership inside the company so the ownership strategy of growth will be internal 
growth. There are other financial options that are more to giving some shares out of the 
company. Business angles and venture capital are the two financial sources that the 
company can use as major financing strategy and make the growth of the firm this way. 
IPO and partnership are also for business growth but not in our case as these two options 
are mostly for bigger companies. These financial strategies are more into giving the 
shares out and the growth will be external growth. Bootstrapping is also another method 
which can be used as a financial strategy. When the company does not have enough cash 
some bootstrapping methods for finance can be used. These strategies are like making 
late payments, using business credit in transactions, use of shared assets with other 
companies (e.g. in the incubators), etc.  

C: Growth Location Strategy: According to Gilbert et al. (2006) the company can grow 
internationally or nationally in the domestic market. I put this on the conceptual 
framework as the target market. The firm should have defined strategy in the market. The 
market can be inside the country or beyond the borders (Gilbert et al., 2006, pp. 938-9). 
Target market strategy defines weather the company is willing to start the process of 
internationalization within the growth or not.  

3. Defining the Growth: when the company defines the strategies and the process of 
growth is starting this growth can have some benchmark factors. The definition of growth 
is the next stage in the process when we can see the result of the firm growth. This is 
where the national economy is also concern to see the result of small firm’s growth such 
as employment opportunity or the regional economic development. In my conceptual 
model I used three elements as growth indicators: employee, assets, profit/sales. These 
three factors show if the company really grew or not. There should be increase in one of 
these three elements in a small business after the growth.   

Figure 11 illustrates the conceptual framework as mentioned above. The three stages are the 
main parts of the growth process of the firm. The reasons that the firm is growing influence the 
growth at the early phase of the growth and this is the base of the firm growth. After that the 
growth of the firm will take place by defining the strategies that depends on organizational and 
decision making factors that the owners/entrepreneur decides which options to choose for the 
three main strategies. The link between finance and ownership strategy is evident.  
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Figure 11: The concept map; the process of growth in small firms 

 

 

Growth Motives Growth Strategy Growth

Ownership Strategy 
1. Internal Growth  

2. External Growth  

Target Market Strategy 

1. Domestic  

2. International 

Finance Strategy  

1. Initial Insider  
2. Bank/Institution 
3. Strategic Partner 
4. Business Angel 
5. Venture Capital 
6. IPO 
7. Bootstrapping 

1. Entrepreneur character 

2. Need for achievement 

3. Environmental factors 

4. Geographical locations 

5. Organizational Structure 

6. Resources 

7. Industry context 

 

Growth Indicator 
1. Assets  
2. Employee 
3. Sales/Profit 
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Chapter Three: Research Methodology 
This chapter presents the research methodology and the author’s approach in the research. The 
selection of the method, research design and the approach in the reasoning and conclusion as 
well as the mechanism of data collection and interview are covered in this chapter. 

3.1. Choice of subject  

The choice of subject originated from my own background and what I was mostly involved 
during my studies and professional life. As I have started my own company in late 2009 in 
Sweden, I was thinking to have a research on a relevant topic in entrepreneurship that can be 
related to my own company’s operation. However, I was not sure what should be the main 
concentration of the thesis. After the start of the company, many challenges came to me during 
the company’s road trip. Some of these challenges could create good research topics for me; 
however, I thought it might be interesting to make a distinctive line between traditional firms and 
the companies that rely on the Internet. When I did more research I came up with the lack of 
literature in the growth pattern of small firms and in particular digital firms and decided to 
research on the growth process and pattern of firms and make this distinction between digital and 
traditional companies too. 

3.2. Research Paradigm 

The concept of paradigm was first introduced and defined by Thomas Kuhn (1962, 1970). He 
defined the paradigm as universal scientific achievements that provide model problems and 
solutions for researchers (Kuhn, 1962, 1970, p. viii). Later on some other scholars termed 
paradigm as “the view of the world” or “the world’s viewpoint by researcher” (Burrell & 
Morgan, 1979, p. 24; patton, 1990,p. 37). When it comes to the researcher’s view of the world it 
can also include his/her perception of the world and the personal beliefs of the author that can 
influence the research. 

Ontology, Epistemology, and methodology are the philosophy terms that shape a research 
paradigm. Ontology refers to assumptions about the nature of reality. Reality can be external to 
the individual that is considered as objective or can be internal and based on the cognitive and 
the individual base that is subjective. An objective knowledge is theoretically accessible to all 
whereas the subjective knowledge is dependent and based on the experience of researcher (Long 
et al., 2000, p. 190). Epistemology is the next concept in the knowledge philosophy that refers to 
the way that the knowledge is transferred to others. Methodology is more practical and use of 
particular research methods that is based on previous assumptions (Long et al., 2000, p. 191). 

Denzin & Lincoln (2003) define the whole process the other way. Personal biography and 
interest of the researchers makes the researcher with set of ideas and framework (Theory, 
Ontology). These frameworks and ideas create set of questions (Epistemology) and then the 
researcher examines and analyses these questions in a particular way (Methodology, Analysis) 
(Denzin & Lincoln, 2003, p. 21). Figure 12 shows how they approached the whole research 
process. 
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Figure 12: Research process according to Denzin & Lincoln (2003) 

Among several paradigms introduced by different authors (e.g. Lincoln & Guba, 2000; Kuhn, 
1962, 1970; Denziln & Lincoln, 2003) there are two philosophical positions that gained more 
attanetion and are recognized as the main opposing paradigms in both qualitative and 
quantitative research. 

On one hand, there is the philosophy of positivism that believes there is a single reality which is 
independent from human being and can not be modifed and the observation should be true or 
false (Mackenzie, 2011, p. 534; Lincoln & Guba, 2000, pp. 165,166); on the other hand, the 
philosophy of social constructivism believes that social interaction of human being creates reality 
(Lincoln & Guba, 2000, pp. 165,166). Furthermore, Cupchik (2001) mixed the two philosophies 
and created a hybrid position called constructivist realism. This position believes that social 
phenomena in the communities are independent of professional researchers. Reality is observed 
by member of community and understood by wiser people who can judge the events. In other 
words there is reality and this reality can be modified and judged by wiser people or scholars 
(Cupchik, 2001). Besides that, Alvesson & Sköldberg (2009) mention this position as realist 
constructivism.  

As far as my thesis is concerned regarding the ontology and my aim of using my own company as a 
case study, the possibility of increasing the subjectivity is high. According to Sen (1993), even the 
objectivity itself can also be subjective. The way that the viewer sees the world and his/her 
viewpoint creates some subjectivity inside objectivity. Therefore, Sen proposed “trans-positional 
objectivity” which means the researcher should have variety of different standpoints in viewing 
the world. In other words the researcher should observe the world from “Nowhere” which means 
they should not take a firm position (Sen, 1993, pp. 126-7). Therefore, in order to omit the 
subjectivity view of mine caused by having my own firm as the main source of study I have 
decided to use complementary firms as side cases to avoid the subjectivity and get better result. 
Furthermore, my research is not completely based on only one of the opposing paradigms 
(positivism and social constructivism). In my work there is a reality which has interaction with 
the society. For example, entrepreneurship and growth are realities that exist. However, there is 
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interaction between society and these realities in which the reality will be influenced or modified 
by the society. Thus, my research approach is constructivist realism. 

3.3. Reasoning Approach 

When it comes to the reasoning approach in the research, there are three approaches that 
scientists use for their reasoning; deductive, inductive, and inductive-deductive combined 
approach (Cohen et al., 2005, p. 4). 

Deductive reasoning is derived from Aristotle’s contribution to formal logic by syllogism (All 
planets orbit the sun, the earth is a planet; therefore the earth orbits the sun). This was the base 
of systematic reasoning introduced by Aristotle. The deductive approach considers sets of ideas 
and current existing theories and reaches a conclusion by deducing the existing premises (Cohen 
et al., 2005, p. 4).  In deductive approach there is no need to experiment or test the assumptions 
or the result. Deduction is made out of set of existing theories according to formal logic rules and 
result will be derived based on the existing theories without adding anything to it. In addition, the 
truth or falsehood of the conclusion and theories does not mean that the argument is valid or 
invalid (Ayalon & Even, 2008, pp. 235-236). 

The history of reasoning had a change in 1600 when by Bacon’s focus on the observation part of 
science that lead to the introduction of inductive approach. In inductive approach there are sets of 
individual premises from which a hypothesis is made (Cohen et al., 2005, p. 4). Unlike deductive 
approach, in an inductive approach the process starts with data collection, use of secondary data, 
or observation. The researcher can then interpret the data in a particular way. Inductive approach 
gives more freedom to the researcher (Hayes, 2000, p. 5).  

The third approach is a mixed approach which is inductive-deductive approach. According to 
Mouley (1978), this approach is made up of the two approaches and starts inductively from 
observation to hypothesis and then from hypothesis to implication. This implication will then be 
tested for their validity by empirical data collection. This dual approach is the necessary for 
modern science (Mouley, 1978; cited in Cohen et al., 2005, pp. 4-5). This approach is also called 
abductive approach which is a backward deduction plus additional conditions (Lycke, 2011, p. 
497). 

As far as this study is concerned, I have used inductive and deductive approaches together. By 
conducting a deductive approach, I have come up with the conceptual framework. The 
conceptual framework is based on the literatures that I have reviewed and after reviewing the 
past literature from various scholars, I came up with the framework which is the base of this 
thesis. The interview guide and narrative writing was then based on the conceptual framework 
that lead to empirical part of the thesis. Interview guide, data collection, coding, analysis and 
conclusion are performed in an inductive approach. This approach includes the design of 
research, interview, narrative writing, analysis and conclusion of the thesis. Therefore, my thesis 
consists of both approaches that lead to an abductive approach.  

3.4. Research Method: Qualitative 

Research method refers to the general model of investigation in the research (Long et al., 2000, 
p. 194). There are majorly three types of methods that are mostly used by scholars; Qualitative, 
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quantitative, and triangulation which is made up of both qualitative and quantitative methods 
(Long et al., 2000, pp. 194-195; Jick, 1979, p. 602; Mathew & Sutton, 2004, p.35). Qualitative is 
a method in which words play the main role and the numbers and qualities are not the part of this 
research. This type of research is more based on the interpretation of the author and his/her 
analysis. On the other hand, in a quantitative method it is the numbers that play the main role and 
the research copes with numbers and statistical analysis (Mathew & Sutton, 2004, p. 35).  

According to Long et al. (2000), the qualitative is mostly used to create a theory while the 
quantitative method is supposed to be used for testing a theory. Moreover, the validity of the 
quantitative weighs more due to less subjectivity and bias by the author. Nonetheless, they 
suggest that we cannot prejudge about the use of each of them and every research should be 
treated according to its own conditions and goals (Long et al., 2000, p. 195).  

In my research, the main topic is entrepreneurship, growth and comparison between dotcoms and 
traditional firms on the process of their growth. The research questions beginning with how is 
focused on the quality of the growth and the pattern of the growth of firms. As Gummesson 
suggests a research in management field needs to be constructive and not destructive. He also 
asserts that research needs to use all available data from reels world data, theories, and all that 
are in hand from words, letters, numbers, etc. This research can include objectivity or 
subjectivity and instead of being ashamed of the subjectivity we have to use it as our asset in 
research in management field (Gummesson, 2006, p. 178). In my research I tried to use all 
available data that can help in finding the process of growth and entrepreneurship. There are 
some statistics and figures and numbers as well as descriptive information. Although I use some 
numbers and kind of quantitative data in this research, I can not specify the method as 
triangulation. The qualitative part of the research weighs much more and the methods for 
analysis is not quantitative, and just as Gummesson (2006) I used all available data from words 
to numbers. Therefore, my research method is qualitative.  

3.5. Research Strategy: Case Study 

Case study is one of the most popular research strategies in the field of management that many 
authors use for theory generation and theory testing (Gibbert et al., 2008, p. 1465). In building a 
theory using case study strategy, we need to have one extra step in the research design which is 
justification of the strategy. The researcher should justify why he/she is using case study rather 
than other strategies. This is due to the lack of accuracy and objectivity of case study research 
(Eisenhardt & Graebner, 2007, p. 26). 

Despite of the fact that subjectivity is considered as a problem in the use of case study for 
building scientific theories, a well-done theory is objective due to the closeness of researcher to 
the topic and the case (Eisenhardt & Graebner, 2007, p. 25). Moreover, as mentioned in the 
method section, the two research questions focus on the process and the way of growth of firms 
(how questions). According to Edmondson and Mcmanus (2007), using case studies for building 
a theory when the research questions aims to explore a pattern or a process (how questions) is a 
reliable choice (Edmondson & Mcmanus, 2007, p. 1160). Therefore, the logic of using a case 
study strategy in my thesis - that is based on pattern and “how” research questions - is quite 
evident.  
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3.6. Research Design: Objective Milieu Explanation 

The case study research in this study should be designed in particular for the field of 
management studies in particular entrepreneurship. According to Parren and Ram (2004, P. 86), 
when it comes to small business and entrepreneurial case study research, there are four major 
types of paradigms that can be deployed by researchers: 

1. Objective Entrepreneurial Narrative Explanation: In this paradigm the focus of the 
research is on the entrepreneur as main unit for analysis and the boundaries are linked to 
some sorts of failure or success of the entrepreneur.  

2. Entrepreneurial Personal Story Explorations: In this type of case studies the focal point 
is the entrepreneur’s interpretation of events and is sometimes subjective. 

3. Multiple Story Milieu: This form of case studies there are different social actors within a 
particular case and each of them have different interpretation of that case. 

4. Objective Milieu Explanation: The main focus unit of analysis in this type of case studies 
is the organization. 

The objective milieu explanation as its name suggests has an objective approach since the main 
focus is on the organization and has multiple cases that can be more manageable for complexity. 
Furthermore, this type of case studies has a narrative approach that is interesting for more people 
and attracts more readers. There is also casual connection between the narrative logic and the 
case analysis (Perren & Ram, 2004, pp. 87-90). 

Growth is one of the entrepreneurial stage of firms and my study is based on small firm growth 
pattern and how do small firms growth as well as the comparison between dotcoms and brick-
and-mortars. Hence, the study that I am going to conduct is the objective milieu exploration case 
study. The main focus in my study is the company and not the entrepreneur or the entrepreneurs’ 
interpretations. Buchanan and Dawson (2007) argue  that narrative approach should be adopted 
in the organization change research that are more contextual or procedural, as this approach can 
explore more knowledge and understanding the organizational changes (Buchanan & Dawson, 
2007, p. 683). So, the case study type is objective milieu on multiple organizations.  

3.7. Literature Review 

In order to come up with the conceptual framework, there was a study on the previous literature. 
The literature search was done through the major databases of the Umeå university library 
mainly “Business Source Premier” which is connected to most of the recent academic journals. 
Besides that, I used some books in the relevant topic to identify the gap, and reviewing the 
previous theories and concepts in business.  

The choice of literature was based on the main aim of the research. The literature choice was 
divided into the following main categories: Entrepreneurship, New Venture Growth, and Internet 
Business. The previous literature and theories in these three categories formulated the base of the 
conceptual framework. 
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3.8. Data Collection 

Since the research is a qualitative with case study approach, the method of research should be in 
a descriptive manner (Sutton, 1997, p. 82) and the data collection is based on the interview. In 
my thesis, one of the major cases with more in depth analysis is my own entrepreneurial activity 
on my own firm. This case is written in a narrative form based on what I have done and how I 
have proceeded in the company. The focus in this case is my own company information which is 
on hand and I have unlimited access to those information. The narrative writing is based on the 
research questions. One of the problems that could arise by using my own company was the 
subjectivity due to the use of my own company as a case study. In order to overcome this there 
are some other firm that will come in the thesis process. There is interview with those companies 
and after having the interview with the entrepreneurs and CEO of those firms, the data will be 
transcribed into a narrative form for further analysis and conclusion. 

3.8.1. The Questionnaire  

When it comes to designing the interview and its structure there are three interview structures 
that the interview guide can be designed based on them; structured questionnaire, semi-
structured questionnaire, and unstructured questionnaire.  

The structured questionnaire is a completely structured one that gives no freedom to the 
interviewee to give his/her idea out. In this type of questionnaire the interview is less flexible and 
the data which is collected from this interview is completely structured. This type of 
questionnaire is good when the sample size is quite large and when the research approach is 
quantitative method. (Cohen et al., 2005, p. 247) 

When there is the need for more specific case study and descriptive research that is word-based, 
the structured questionnaire is not a proper choice. Consequently, there are two choices; semi-
structured questionnaire and unstructured questionnaire. In the unstructured questionnaire the 
questionnaire is completely open and the interviewee writes what he/she want. On the other 
hand, in the semi-structured questionnaire, the researcher organizes and arranges the questions 
and guides the interview and simultaneously gives freedom to the interviewee to speak out and 
give additional information freely (Cohen et al., 2005, pp. 247-248). In my thesis the topic is the 
growth and it is the pattern of growth of the firms that the whole entrepreneurial and growth 
process is to be evaluated. In this case, the best choice is the semi-structured questionnaire. On 
one hand, there is a need to have the targeted questions so that the case does not get distracted 
from the main point, on the other hand, due to the qualitative approach there is a need to give 
freedom to the interviewee to give his/her own idea. Thus, I chose the semi-structured 
questionnaire. So, before the interview the interview guide was prepared based on semi-structure 
questionnaire. 

3.8.2. The Interview Guide 

The interview guide aim to cover the three main stages of conceptual framework: growth motive, 
growth strategy, and growth. Table 3 represents the interview guide and shows how it is 
connected to conceptual framework.  
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Table 3: The Interview Guide 

Interview Question 
A: Entrepreneurial Process 

Connection to Conceptual Framework 

1. Please tell some about your own 
background? 

 

Entrepreneurship/motive/entrepreneur’s background 
To check of the background is the reason to start  

2. Please explain the start-up story 
of your company 

 

Entrepreneurship/process/entrepreneur’s background 
More aspects than motive can be found out 

3. What were the main reasons for 
you to start the company? 

 

Entrepreneurship/motive/start-up reason 
What the entrepreneur thinks about the reason  

4. What were your obstacles in the 
start-up process? 

 

Entrepreneurship/process/entrepreneur’s background 
To examine challenges 

5. How did you finance the 
company in the start-up? 

 

Entrepreneurship/strategy/finance strategy 
To check the finance and ownership startegy 

6. How many people worked in the 
company in the start-up? 

 

Entrepreneurship/strategy/finance strategy 
To be used later as a growth indicator 

7. What makes the customers to 
choose you instead of your 
competitor (Value proposition)?  

 

Entrepreneurship/strategy 
To check Indirectly if entrepreneurs use innovation or 
not 

8. How did you advertised in the 
beginning? 

 

Entrepreneurship/Internet Business  
To check if they have online advertising 

9. Did you have a web site in the 
start-up?  

 

Entrepreneurship/Internet Business  
To check if they have online presence 

10. How do you use the Internet for 
the company? 

 

Entrepreneurship/Internet Business  
To check the Internet use 

11. What kind of cost saving 
strategy do you have? 

 

Entrepreneurship/strategy 
Finance strategy 

12. Do you outsource the task or 
any part of the company process? 

Entrepreneurship/strategy 
Employment strategy 

13. Tell some about your network of 
people who contributed to your 
business. 

Entrepreneurship/network 
Network in entrepreneurial process 
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14. Who made decision to grow the 
company? 

 

Growth/Strategy 
To check ownership strategy 

15. Why did you choose to grow? 
 

Growth/Growth Motives 
The reason that they  want to make the growth 
 

16. Could your company survive 
without growing?  

 

Growth/Growth Motives 
To check if this growth is critical/organization 
structure 

17. Did you have enough resources 
to grow? 

 

Growth/Growth Motives/Growth Strategy/Finance 
To check resource that can be motive or strategy 

18. How did you finance the 
growth? 

 

Growth/Growth Strategy/Finance Strategy 
Check finance and ownership strategy in growth 
 

19. Was there any change in 
company shares after the start-up? 

 

Growth/Growth Strategy/Ownership Strategy 
To Check finance and ownership strategy in growth 
 

20. What is the main growing part 
of your company? (employee, 
sales, asset) 

 

Growth/Growth indicator 
To check the indicator of growth for this firm 

21. What is your target market? 
Domestic or International? 

 

Growth/Growth strategy/ Target market strategy 
To check where the firm grows 

22. Is the location of the company 
important for the business? 

 

Growth/Growth strategy/ Target market strategy 
To check the target market growth strategy and 
current location importance 

 

The interview guide covers the aspects of growth pattern that were mentioned in the conceptual 
framework. Some questions here are direct questions such as asking the entrepreneur’s 
background, the finance strategy, the role of decision making in the growth, the ownership, 
growth indicator, and the importance of their location. However, some questions intend to find 
out the results indirectly such as innovation role that should be replied in the question 7 which is 
about the value proposition of selected companies.  

3.8.3. Case Selection 

One of the main obstacles during the case selection was the accessibility to the companies that 
can contribute to the study. Like most research projects, I have had the same issue and the main 
criterion for selection of the cases was to get the best selection and choice out of the potential 
firms that I could access them. Being in Umeå which is a small town is a limitation. Besides that, 
it is hard to find book a meeting with entrepreneurs and CEOs of companies due to their busy 
schedule.  
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As mentioned before, the main case is my own small firm and as mentioned before, there will be 
some side cases and interviews to avoid the subjectivity in the study. The following criteria have 
been taken into consideration when choosing the cases: 

· Traditional firms that were able to grow 
· Dotcom that were able to grow 

The two main categories are the main groups that I use in selecting the companies. Therefore, the 
sampling strategy is not a simple random sampling. This type of sample is what Cohen (2005, p. 
101) mentions as the stratified sampling in which the population should be divided into 
homogenous groups and then out of those main groups which are sub-populations the random 
sampling will be conducted. In my study, the two main groups of firms are dotcoms and brick-
and-mortar firms and from these criteria the main groups are defined.  

Two companies in online retail industry have been chosen and the two other are traditional firms 
that can provide the relevant information of growth. So, there are five companies in total; three 
dotcoms and two brick-and-mortars. 

For selection, I got the help from Uminova Innovation which is the business incubator and 
contacted a company from my own previous network. I think having the U.S. based company as 
the other online retailer will provide additional benefit and helps to bypass the bias of having 
only the Swedish companies.  

3.8.4. The Interview 

After selection of the companies and preparing the questionnaire, the process of interview is the 
next step. The interview is a crucial stage that should be done accurately and in a proper manner 
so that the best result can be derived from it. Cohen (2005, pp. 279-280) suggest several points to 
be taken into consideration during the interview: 

ü The interview is a social interaction and not only a data collection. Thus, the interviewer 
should try to make an interactive interview in a dynamic atmosphere. 

ü The interviewer should be able to motivate the respondent in the best way and give 
enough freedom to him/her to speak out and give information comfortably. 

ü The interviewer should act ethically and ensure that all information stays confidential and 
in the case that the company does not agree to have the name mentioned, the data should 
be presented anonymously. This way the interviewee gives more detail and information 
to the interviewer. 

The interview was conducted in a three weeks period and face to face interviews, except 
interview with the U.S. based online retail shop that was held online. I tried to create a friendly 
atmosphere during the interview so that the respondents feel comfortable to talk about each 
topic. I also recorded the interview to have more accurate transcription opportunity and reduce 
the probability of missing part of it or having false data. Table 4 shows the interview place and 
the time that each interview took approximately. 
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Table 4: The Interview Place and Duration 

Company Interviewee Position Place of Interview Duration  
C2 Founder / CEO CEO’s Office 30 Min 
C3 CEO CEO’s Office 40 Min 
C4 Founder / CEO Online/Yahoo messenger and e-

mail 
30 Min 

C5 Founder / CEO Conference room at Umoniva 
Innovation Business Incubator 

30 Min 

 

According to Cohen (2005, P. 274), the process of interview starts with thematizing which 
defines the goal from the interview. After that, the researcher should design the interview and 
after design and plan, the next step is the interview which is done through an interview guide. 
After gathering the data, the interview should be transcribed and then analyzed. The next steps 
after analysis are to verify the results and report it. 

In my thesis, the questionnaire is semi-structured and the interview guide is designed according 
to the main aim of the thesis which is to test the conceptual framework and examine the growth 
process of small firms.  

3.9. Analysis 

Data analysis is one of the important stages of any research. As Cohen (2005, p. 147-148) 
suggests one main step is to get rid of data overload by choosing the proper criteria and narrow 
down the data to be analyzed. He argues that the process of analysis should be followed in the 
following steps: 

· Define some units for data analysis and figuring out how they are similar or differ from 
each other 

· Create a domain analysis  
· Link between these domains 
· Making speculative inference 
· Summarizing 
· Seeking negative cases 
· Theory generation 

The first step is to create the units for analysis. These units are the top categories in the research 
on which the researcher puts the main focus. After that, there should be some domains under 
these main units that create cluster, group, etc. in the data. Then the relationship and link 
between these domains and the main units should be examined and the researcher considers the 
data and the relationship of the domains in the data to make proper conclusion. After that the 
theoretical conclusion should be made and the negative cases should be also examined. In other 
words, those results that deny the hypothesis should be also presented. In the final step the new 
theory should be generated and the findings will be announced (Cohen et al., 2005, pp. 147-151). 
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In my work I followed the same process. The main units are the main three stages of the growth 
process of firms, i.e. growth motives, growth strategy, and growth. Then the subcategories are 
made and I tried to create a matrix between the companies and the features that are under each 
main unit. This way the analysis and comparison is much easier. After that the data linkage was 
done and the result was summarized. I tried to add the missing parts of the hypothesis or 
conceptual framework at the end.  

3.10. The Research Map 
Figure 13 illustrates the research map and how the whole research process is conducted.  

 

Figure 13: The research map 
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Chapter Four: Empirical Data 
This chapter presents the data collected from the companies. The data from interviews are 
transcribed and written in a narrative form. Each company is presented according to the 
interview with the representative and the data are divided into some categories for each firm that 
covers their activities related to growth. 

In the previous chapter the data collection and analysis approach was discussed. The main case 
study is company C1 which is my own company and I have in-depth data available. Besides that, 
several interviews with complementary companies have been conducted so that I can have the 
supporting cases besides my own company. 

4.1. About the Companies 

The companies have been chosen in order to support the research through the theoretical 
framework which was discussed before. The main company is C1 which is my own company, 
and besides that there are four more companies that will be analyzed in order to examine their 
growth pattern.  

The companies presented in the table are in two groups. One group is the dotcoms and the 
companies that are digitally established, and the other is the brick-and-mortars that are 
traditional companies. C1, C2, and C4 are the three companies that are categorized as dotcom. 
Although they all might have some amount of offline sales, but the major customers come from 
their Internet operations. Hence, these three companies rely on the Internet sales and are dotcom 
firms. The companies C3 and C5 however, are not digitally established firms and their income 
comes completely from traditional sales. Nonetheless, they use the Internet as a supplementary 
tool of their main business process such as use of the Extranet, online marketing such as social 
networks, etc. Among these firms C3 is a larger enterprise that can also give us the results of 
how larger firms might differ from small firms when it comes to growth pattern. 

Table 5: Overview on the Companies 

Company Company 
Location 

Year 
Founded 

Industry 
 

Online 
Sales 

Offline 
Sales 

Interviewee 
Position 

C1 Sweden 2010 Sport fishing Yes Small Founder/CEO 
C2 Sweden 2008 Sport and outdoor Yes Small Founder/CEO 
C3 Sweden 1971 Dairy No Yes CEO 
C4 U.S.A 2001 Computer Yes Small Founder/CEO 
C5 Sweden 2007 Audio/ 

Communication 
No Yes Founder/CEO 
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4.2. Case one: Company C1 

4.2.1. The Background  

The company started in late 2009 as an online retail shop which was connected to my own 
hobby, fly fishing. As a student of Umeå University who studied the program “Master of 
Business Development and Internationalization”, I started the company parallel to my studies. 
With the entrepreneurial ambition and previous work experience I seeded the company in the late 
2009 and the company officially started the operation as a sole trader in April 2010.  

4.2.2. The Entrepreneur’s Background 

After finishing high school studies and spending 2 years in army for my military services, I 
started working in Iran in business sector. The same time I passed the university entrance exam 
for distance learning degree in business administration. I worked in different companies in Iran 
as specialist or business consultant in marketing, international business, import and export, and 
online business. I also worked as online business manager for an online retailer in Hollywood 
industry managing the entire team of IT professionals in Iran in an outsourcing project for five 
years. I wrote the book “Internet Marketing Management” in 2008 which is now the textbook of 
three major universities in Iran. Besides that, I was entrepreneurial consultant for some firms in 
energy and IT sector and had my own internet business consultancy company which was sold in 
2010. 

Fishing and outdoor activities have been the main hobby from early age of my life. I was more 
into these adventurous outdoor hobbies such as hiking, mountain climbing and fly fishing that 
involved some risks too. Iranian mountainous rivers contained plenty of dangerous snakes 
around them and even in some seasons fly fishers are vulnerable to leopard and bear attack. I 
even take these kinds of risks in Umeå such as my own fly fishing in April by standing on ice 
which was melting from the behind in the middle of Ume-river (Figure 14). This kind of risk 
taking capabilities might show some parts of my own character. Taking risk is the inevitable part 
of entrepreneurship and the ability to accept risk is what the entrepreneur requires. I was 
passionate about fly fishing so much that I traveled to most rivers in different parts of Iran and 
also made some international fly fishing trips such as in Austria. I also started a fly fishing web 
site dealing with tourist section of fly fishing via my web site www.globalfishers.com which was 
affiliated with one hotel in Austria and a lodge in Chilean Patagonia.  

 

 

 

 

 

 

Figure 14: Fly fishing on ice in the middle of 
UmeRiver, April 2011 
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4.2.3. The Start-up 

Starting a company in a country which is new for you with a complete different culture is not 
easy. The process of starting this company was done when I was in my first year in Sweden and 
the end of the first semester of my study. I thought that I have enough ability to do it: business 
knowledge, international business experience, fishing know-how and online business 
management capabilities. These factors together besides the academic background formed the 
idea of an online store in sport fishing industry.  

4.2.4. Business Plan and Financial Challenge 

The first step was to prepare a business plan in order to have the vision of what to do first and 
what we need. At the time of developing the business plan the aim was to have the shop in the 
whole sport fishing industry. There was an initial market research based on the secondary 
available data in sport fishing industry both in Sweden and Europe (Appendix 1 and Appendix 
2). The initial costs were estimated and the take-off path and future vision was formed with the 
help of milestone planning through Gantt chart (Appendix 3 and Appendix 4). It was important 
to have the priority list in the beginning. The know-how that is required to start the company was 
also taken into consideration and all the costs for possible employee, outsourcing costs, etc., 
were calculated. When the initial business plan was ready then it was the time to prepare and 
implement the plan. Financing the start-up was in fact the most important challenge in the 
beginning.  

Financing the business idea in the start-up is a big problem for most entrepreneurs. The business 
idea can hardly get external financial support in the start-up. In December 2009 the business idea 
was taken to Uminova Innovation which is the university business incubator. At the early stage, 
the business idea got qualified to enter the incubator and use the facilities and supports. This was 
a good initiation that at least some costs could be deduced by using the incubator business lab 
and save some on consultancy fees, printing, phone, etc. But the incubator does not have any 
financial support to any business and as this business was quite new and competitive there was 
no other source of capital available. The start-up coincided with the world’s financial crisis as 
well and many friends believed that this business idea is a hobby business that will fail due to 
economic conditions.  

4.2.5. Web Site Development and Choice of Supplier 

In spite of the challenges, the decision to start the company was made seriously. The time was 
short until fly fishing fair which was in March 2010. The plan was to find resources and do 
networking in the fly fishing fair and check this fair as part of the whole sport fishing industry. It 
is also hard to find suppliers who are willing to work with you without having anything ready 
and just telling them the business idea. Therefore, it was decided to have the web site with some 
initial products ready to go. 

Due to my personal network in web design and development, I used the network of friends in the 
beginning. The web site was developed by help of some friends in Iran and I could take 
advantage of using personal credit for the web site design and development. It was agreed with 
my friend that the web site will be ready in three weeks and the payment will be made in the next 
6 months to his company account.  
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The company required logo, domain names, and choosing the name. The name was chosen so 
that it can cover the whole sport fishing industry. The domain names have been registered for 
one year (both .com and .se) and after getting three different logo concepts from the logo design 
company, the final logo was designed and finalized. 

The aim was to start the product lines with broad range of fishing flies that cost less than other 
fishing tackle that are basic need for any fly fisher. The first international supplier was chosen 
after getting and evaluating the samples quality and prices from three suppliers. In the beginning 
I test fielded all flies on the lake and river in Umeå. Then the initial purchase was made by using 
the owner cash. 

After getting the products the web site content had to be created. 1500 flies came into inventory 
before registering the company. Pictures were taken and the web site which was ready at the time 
was updated with the new flies that were the first products of the company.  

4.2.6. Differentiation through Innovation 

The company started to work now and the fly selection in inventory was expanded. At this time I 
started to advertise via Facebook and the first order came in this way. Up to this time, I used my 
own money in the company. The budgets were made some for advertising in Google and some 
for the purchase of goods.  

One of the developments that could be our competitive edge was the idea of developing a Gear 
Guide. This was to solve the problem of the beginners in their own fly fishing for choosing the 
right fly for specific water and specific specie. The fish is highly selective when it comes to fly 
fishing and matching the size and color and pattern are critical. It is essential to know which fly 
works best at the specific time of the year and in that water.  

The Gear Guide was the idea to solve this problem. With the interactive guide that people can 
add their own water and information on the flies, fly fishers could understand what works best 
and be more successful in fly fishing. This idea was taken into Lanstyrlyssen in vasterbotten 
through their innovationsbidrag and 50,000 SEK was granted for this project. 

This project has been made and finished in 4 months and is now working on the web site.  

Later the same year our own trade mark was registered for our own production. I started to 
manufacture some fly boxes in China and import some more as well. The fly box was the first 
product that we produced in China and this model with good price was sold the first year. As The 
Company was new I used Tradera web site to sell some products as well. The reason for this 
choice was that customers give feedback on the sales and in the first year C1 got 100% positive 
feedback on service and product quality which were flies and our own fly box. This was the 
branding strategy that I used on Tradera.  

4.2.7. Online Shop Problems 

The problem with online shops arises when you are new, people do not know you, and you need 
to build trust. I tried to use Tradera first to build their trust. But I also had to make the payment 
more trustworthy. The first year I invoiced all customers myself. This way, I saved some money 
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for the commission that invoicing companies charge. Besides that, I used GeoTrust SSL 
certificate that secured the payment process and any harm to customers. It is important that 
customers feel secure when they use their credit card information for payment. This SSL 
certificate is then the key issue and really helpful for us.  

One other problem for online stores is that the local distributors never work with you. They 
believe that online shops have low cost and thus make a price war. This problem was solved by 
direct import and after popularity of the brand they started to work with me as well as giving 
business credit.  

4.2.8. Cost Saving Strategies 

Online shops usually choose cost saving approach due to the tough competition in the retail 
market. No matter what you are intending to sell online, there is always price war on the Internet. 
I have implemented several cost saving strategies that could be good to lower the costs of the 
business during the first year. One of the main cost saving techniques was the use of incubator. 
Uminova Innovation is the science park of the university that helped saving many costs such as 
business consultancy costs, printing and telephone costs, office costs, etc. However, the business 
incubator can also be harmful to the business by using your company as an experimental project. 
This way the company CEO should be careful about the use of the incubator. In my case it 
happened two times that the project of the incubator was prioritized than my company’s benefit 
when I asked for consultancy. I rejected one but the other caused me some costs, although it was 
supposed to save my costs. But in general the incubator is a great cost saving and support for the 
business that I have used as they help the company a lot.  

Furthermore, the other method for me to save cost was to use the drop shipping method for the 
online store. Instead of buying the products and sell after putting them in stock, I keep the 
inventory low. There are only some particular products that I stock them.  

In the drop shipping method the customer first puts the order and after that the dealer or the shop 
forwards the order to distributor or the manufacturer. However, I use it on my own method. The 
shipping time in Sweden with Post is quite fast, therefore, I usually ship them to customers 
myself. When I sell something on drop shipping method, I get the order first, and then I buy from 
distributor and ask them to ship to C1. After we receive the items, the items will be shipped in 
our own packing and then will be shipped to the customer. Figure 15 and Figure 16 show the 
difference between our method and the normal drop shipping method. 
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Figure 15: The Ordinary method of drop shipping 

 

Figure 16: C1 style for drop shipping 
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One other method for saving costs specially when it comes to the IT and web development part 
is outsourcing. In fact I outsourced some parts of work such as web development, programming, 
data entry of the web site, marketing and Search Engine Optimization, etc.  

4.2.9. Legal Issues and Registration 

In order to have the web site operative so that the customer can make their online payment, there 
has to be legal company registration. There are two registrations which are essential; registration 
for the company name and the registration for tax payment. 

There are different types of companies that can be chosen. There were two possible options for 
me. The first was the company with limited liability and the second was the sole trader company. 
For the company with limited liability (Swedish AB), I had to put 100,000 SEK as the initial 
asset of the company (later they changed it to 50,000 SEK). 

To solve the problem of the finance, the company was registered as a sole trader business that 
does not require any initial asset. The problem with this type of company is that the whole 
business is one person and the company does not have a separated entity from the entrepreneur 
himself. This type of company cannot use business credits and other companies are not willing to 
give any credit to this type of company.  

In March 2010 on a visit to Stockholm fly fishing fair there were some changes in the business 
concept. The decision was made to make the focus on fly fishing instead of the whole sport 
fishing industry. This new target market became the core concept of C1 operations. A good 
network was made some low price products such as DVDs were added to the inventory after the 
fair.  

4.2.10. The Growth 

After the first successful year I decided to grow the company. There were some reasons that I 
decided to expand C1. The first one was that the company showed that it is working. When I saw 
that people purchase the flies and the sales on the flies and those limited fly fishing gears are 
logical, I thought this business works. However, with such a low offer of products it is not 
possible to stay on the market for a long time and the growth could not be good. The company 
needed to grow at that time in order to stay in the market. So, customer needs and what they 
expect from the fly fishing store was the other reason and the most important one from my 
viewpoint. 
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Figure 17: C1 Sales 2010 

Sales in C1 are quite different from the sales from other companies. Fly fishing is a hobby 
industry and has a seasonal sales time. Usually from May through August is the pick point in the 
sales and winter is a low-season in this business. Figure 17 shows the sales in 2010. 

4.2.11. Finance and Regulatory Changes 

The initial finance in the growth in the company was done from personal cash and profit that was 
made from the sales of the first year. After that, the company started to have some more products 
on reasonable margin. Therefore, I decided to apply for a loan.  

Banks and financial institutions were my first options in order to get the loan. I had some 
discussions with Almi and Swed Bank and after some regulatory process they agreed to give 
200,000 SEK loan (100,000 SEK each).  

After making sure about the finance in the growth phase, the company went to the new phase and 
changes. I decided to change the company from sole trader to Swedish form of company with 
Limited Liabilities (Aktiebolag or short form AB). So, the registration of the new company 
started and in May 2011 the operation of C1-AB officially started and the operation of the sole 
trader company C1 stopped. 

In May the sales were not high, as most of the work was done in the start-up of the new C1-AB. 
Figure 18 shows the sales of C1 for each month from May to December 2011.  
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Figure 18: Sales from May through December 2011 

After setting up everything more products have been ordered for the inventory. One strategy was 
to use the economy of scale. With one purchase, I have got 10% extra discount that helped better 
stay in the competition market. The reason for me is that the strategy of most online shops is the 
price war.  

4.2.12. Network in C1 

From the entrepreneurial stage up to the growth of the company, network of friends and business 
people I knew before played a significant role in my company. Today’s business is all about 
networking. I am from Iran that has a huge social culture both in personal and professional life. 
Having network and more friends is important and friends do a lot in such a country for each 
other.  

In the beginning I used my friends for most of the web development, design, etc. Some of them 
did their job free for me and some accepted full credit for the work and I paid them 8 months 
later than they did the job, of course on special price. Besides that, family and friend’s loan is 
something that I have used during the company start-up and growth. 

4.2.13. Innovation in Company’s Growth 

From the beginning I tried to make some differentiation besides the price war. Innovation is one 
way to add value to the company and make such a differentiation. In order to do that, I have 
started to develop the world’s first interactive fly fishing guide through C1, which is a Gear 
Guide.  

The concept of The Gear Guide is to gather information for different waters in order to choose 
the best equipment for the specific water and specie in a particular time of the year. The reason is 
that it is always tricky to choose the proper fly (bait) for fishing. Some fish are very selective and 
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they only bite on a fly that they are feeding on its real insect. So, if you can provide the 
information for such things, people will love to have it.  

This innovation did not go well. The major reason is the secrecy that fly fishers want to have for 
their own flies. They do not want to reveal such information that they have in their own fishing 
logbook.  

However, the first fly fishing app for iPhone and other 
smart phones in Sweden was another innovative part of the 
company that went well. The app is for all smart phones 
and needs internet to operate. There is the list of fishing 
waters which is connected to Google Map and also 
instruction for how to cast and how to tie knots for the 
beginners. The app had better result than The Gear Guide 
and people continued using it. Every day almost 7 to 10 
people download and visit the app through their smart 
phones. They also have the option to buy stuff that they 
need through this app. Figure 19 illustrates the fishing 
water part of the app for Umeå River. It shows the direction 
of how to get there and the species that can be caught in 
this river.  

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 19: The Smart Phone App 
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4.3. Case Two: Company C2  

The founder is an entrepreneur who started C2 in 2008. C2 started the company as a sole trader 
and has been successful in the first stage and the company is now on the growth stage. The 
company is an online retail store and complete digitally established firm that the whole income 
comes from the Internet operations. The company started with manufacturing of the skiing bags 
and now is one of the most popular online stores in selling sporting goods. 

The CEO of company has finished his high school in natur (nature science) and then joined 
cross country skiing high school for four years. At the moment he was finishing his three years 
of full time studies in Physiotherapy as well. He did not have that much of work experience 
before and just in summers he worked in forest or had some summer jobs. When he was younger 
he was selling magazines and books during Christmas which is popular for children to sell in 
Sweden. This was his kind of selling experience. This kind of work was commission based; the 
more you sell, the more you earn.  “I was really successful and was selling better than my 
friends. I was the second best seller of the Christmas stuff at this job” said the CEO.  

4.3.1. C2 Start-up 

When he was in high school he went to Balli and there he saw some special bags for some skiing 
tackles there. After the trip he thought it might be a good idea to start his own brand and 
manufacture his own special bags such as ski bags, snow board bags, and bag packs. Then he 
went to Estonia to manufacture the bags there and this was the start of his company. He started 
the internet store for selling these bags. After that, he realized that he can also sell other brands 
on the internet shop. The business is completely based on the Internet and all income comes from 
the web shop sales.  

4.3.2. The main reasons to start 

His response on the startup reason was: 

“I wanted to do something! Something by my own! By myself! Just try to do it! I thought I have 
to start something.”  

4.3.3. The Obstacles  

In the beginning with the bags he had problem finding the right contacts and network for 
manufacturing. He also realized when he starts manufacturing something he does not have 
enough margin if he does not do it well. It is important to keep the price low. He also did not 
have enough money for marketing and branding in the beginning. So, he decided to use online 
store to sell other brands. It is also hard to sell other brands in Sweden in a new online store as 
the distributors and manufacturers do not sell to online stores especially if you are a new online 
store.  

The CEO did not sell any of his bags. Instead he imported some products directly himself and 
this way he solved two problems, one was the branding that was not necessary as he imported 
already established brands, and the other one was the problem that the distributors refused to 
supply him. Another problem was the financing issue at the time which is the most popular issue 
for all entrepreneurs in the early stage.   
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4.3.4. Financing and Resources in the Start-up 

In the beginning he used a small bank loan of 30,000 SEK that he spent that amount on purchase 
of clothes from Estonia. He later had problem with the Estonian company as they found a bigger 
distributor in Sweden and they refused to sell to C2 anymore. Because of that he sent their 
clothes back and got full refund. So, he used that amount for purchasing other brands’ products.  

The CEO mentioned that he was lucky at that time as well, because has also earned some on the 
exchange rate when he got the refund from Estonia. At the same time he also worked as a taxi 
driver and used some of that money for his living expenses and invested the rest in the company. 
Thus he used his money and the small loan as financing source.  

The CEO was also the only employee of the company in the start-up. He did everything on his 
own and just outsourced some works.  

4.3.5. The Value Proposition 

Niche market, fast delivery and price are the three major issues that the CEO mentioned as the 
winning strategies of his company. These three factors make the differentiation between C2 and 
other competitors.  

The five finger shoes and other bare foot shoes are the special products that there was not that 
much competition at the time. He has put worth on customers and fast shipping is important for 
him.  

4.3.6. Marketing in start-up 

In the beginning he did not have that much advertising. He was just using the price comparison 
web site prisjakt for advertising. Then he used some limited advertising on Facebook. He also 
put some notes and posters at the university on running competition. But he had really small 
marketing in the beginning due to the low income and financial problems. About 6 months after 
the first order he started using Google ads that are now one major advertising strategy for him. 

4.3.7. Saving Cost 

In the beginning he did not have any office, so all the products were in his apartment. This way, 
he could save some more on his costs. He also did all works by himself to save employee cost. 
Besides that, Uminova Innovation which is the university incubator helped him to save my costs 
such as costs of the trip to Estonia in the beginning. 

Instead of hiring employees he outsourced some logo design, web design and development some 
similar tasks but with very low cost to his own friends.  

4.3.8. Network in C2 

The CEO friends helped him a lot with some special tasks such as logo design, etc. that helped 
him save quite big amount of money as he paid them low price for such kind of tasks. He also 
used Uminova Innovation that helped him with the consultancy and finding good network.  
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4.3.9. The Growth 

The CEO of the company makes all decisions himself on the company. He decided to increase 
the inventory of the products but it was also customers’ decision to buy them. 

His first order was in October 2008. He had 6 orders in October 2008, 5 orders in November 
2008, and 18 orders in December. Next year in October 2009 he had 45 orders, in November 32 
and in December 74 orders.  Figure 20 illustrates C2 sales comparison in 2008 and 2009 for three 
months. 

 

Figure 20: C2 growth in orders 2008 to 2009 

In 2009 the sales started to increase. 2009 was a good year with great increase in the sales of five 
finger shoes. By the summer 2009, the sales increased by 130% comparing to previous year and 
by summer 2011 he had the increase of sales up to 60% comparing to the previous year. This 
increase in sales was a success indication for the CEO. 

He realized his business is going well. So, with the good experience of the first year he then 
decided to bring more products and brands in the company. He found out the potential to sell 
more products and increase the revenue even more than what it is at the moment.  

It was risky to grow and buy more products but he kept low inventory and did not order more 
than 10000 SEK to stock the products. He also tried to use more drop shipping to lower his own 
risk. This way he do not buy products before customers made their purchase and payment. After 
that, he started to learn which products are selling more and then stocked the best seller products.  

After the growth in revenue from 2009 to 2010, he needed to take the risk to grow more. But 
right now the risk is much more for him, as he is buying more products and stock more. He 
orders the products for the stock one year in advance. He takes risk and is not so much careful 
about it.  
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One more change he did was to change the company from sole trader to Limited company to 
lower down the risk of responsibility which was 100% on him as a person. 

He also increased the growth in his advertising and he put some ads in some special pages and 
blogs, used Facebook and spent more money on Google. He thinks that his company could 
survive without growth as he saw it the sales in the beginning.  

At the time of growth, the CEO invested his own money, his own time and worked for free for 
his company. Besides that, he also outsourced some operations inside the company. He did not 
use any external financial resources in order to grow. 

The growth in C2 was more on sales and assets (mostly inventory). The CEO also hired one part 
time employee who works 20% part time for the company now.  

4.3.10. Target Market 

Domestic is the main market for the company but they have some customers from Norway. He 
has really small advertising for Norway market and his international orders are not that much. 

4.3.11. Company Location 

It is not important where the company is, but the CEO made the image of C2 for the customers 
that the company are in north of Sweden. In the beginning it was really important to be in 
Uminova Innovation but right now the company can be completely independent.  
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4.4. Case Three: Company C3 

C3 is one of the dairy companies in Sweden which is the biggest company in the industry in 
north of Sweden. The company is kind of bigger size and has an older age comparing to other 
companies in the study. The firm’s headquarter is in Umeå. The interview was with the CEO of 
the company.  

4.4.1. CEO Background 

He studied medical science and he has been working for C3 since 1990. Since 2006 he has been 
the CEO of the company up to now.  

4.4.2. The Company Start-up 

The company started by farmers around 40 years ago. The idea was that the farmers could make 
the dairy products. Farmers usually do not gain that much although they do most of the job and 
the most profit from dairy products usually goes to the manufacturers who convert the milk to 
dairy products. Therefore, the farmers decided to have their own dairy company. This was the 
main concept of C3 establishment. 

The company started its operation in 1971 by merger of three dairy associations in north of 
Sweden. In 1991 the two companies C3 and a farmer’s association merged together and at the 
moment C3 is one of the biggest dairy companies in Sweden.  

4.4.3. Reasons to Start 

The main reason came from the problem that was low margin on milk production from farmers. 
They did most of the work in the milk production but most of the profit went to distributors and 
manufacturers of other milk products. Therefore the farmers decided to produce their own milk 
products and have better profit margin. 

The company used the investment from farmers as they created the company as a corporation 
firm. More details on how they financed at the time is not available. 

In the beginning there were 6 to 7 people working in the company. The company employees 
were more females, as they took care of in-house work producing dairy products and men mostly 
went out for hunting or other works in the forest. 

4.4.4. The Value Proposition 

It was a monopoly in the beginning. There was no other choice for customers to buy milk 
products from. After the company grew and the dairy industry got bigger, there were more 
options for the customers to choose from. At the moment they implement lead manufacturing 
concept and this is one of the key elements in their company. 

4.4.5. Marketing 

No detail information available how they did their marketing in the start-up 
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4.4.6. Use of the Internet in the Company 

The company had its own web site to provide information for their users and consumers. The full 
information is available on the web site and they have 2 full time employees working on the web 
site at the moment. They also have an extranet that is for the retailers and to make their online 
purchase. This extranet is also an ordering system that helps the distributors and retailers do it 
faster and better.  

4.4.7. Saving Costs 

The company uses lean production which is the cost saving strategy. Also the company owns the 
farm and production units which is a great cost saving for the company to product, convert and 
distribute the milk products. 

C3 outsources some IT tasks, such as digitizing the invoices through which they scan and save 
invoices in their program. Transport and also distribution, and some more consultancy tasks are 
the ones that are outsourced by the company.  

4.4.8. Network of People 

There are some people in their company network that they use their services such as lawyers, 
patent and trade mark experts, production, scientists, etc. Furthermore, they have network of 
their customers and distributors in their business that are mostly the companies.  

4.4.9. The Company Growth 

The company is a corporation and the board will decide what to do and the CEO is responsible as 
the executive to implement what the board decides. The board consists of seven farmers. 

“Any company should grow in order to survive. We are growing and we should grow in order to 
stay in the market.” said the CEO of C3.  

The company CEO believes that the growth is necessary for survival and staying in the market. 
He believes that the company cannot survive without growing. 

At the moment the company has 490 employees and enough resources to grow. After the merger 
in 1991 the company is quite big and has the ability to even grow further and explore new 
markets.  

In order to finance the growth of the company, they use the internal capital which is gained from 
profit of the company as well as some bank loans. One part was the merger of the companies that 
helped the firm grow more. 

After the growth there was no change in the ownership of the company. 

There are some parts of the firm that indicate the growth for the company. Number of employees 
that was 6 to 7 in the beginning is now 490. They also grow in sales and asset. 
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4.4.10. The Target Market 

The company sells 70% of its products in north of Sweden which is a regional market. Then 29% 
is the rest of Sweden and 1% export to other countries. The company is growing in international 
market at the moment. C3 exports to Finland, Norway, Denmark and UK at the moment. 

4.4.11. Company Location 

For C3 its location is quite important. Most of the company sales is regional and definitely in 
north of Sweden. The main market is north of Sweden and that is why they need to keep their 
location in the North. Probably in the growth they can develop the locations, but staying here is 
really important for them. 
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4.5. Case Four: Company C4 

The founder and CEO of C4 was born in Tehran, Iran in 1967 and moved to Beverly Hills, CA in 
1978, since his father wanted them to get a foreign education and he fell in love with Beverly 
Hills and L.A. when he had taken a trip there a few years prior. His father had some of his other 
good friends living there already like the designer Bijan. 

The CEO is a habitual entrepreneur whose main company is C4 which is a mail order company 
for Apple parts & refurbished computers. He started his company in 2001; amongst the original 
Nasdaq recession.  

4.5.1. The Start-up 

 “I suppose monetary necessities pushed me more than anything else to start up my own 
company.” said The CEO. 

The CEO of C4 had lost $125,000 in the Nasdaq bubble and he cashed out some $62000 that 
he’d left in his account and decided to start up his company before he loses the rest of the money 
he had originally invested in the stock market to help raise capital for his start up. But he went in 
at the worst time and obviously with the wrong intentions of investing in the stock market, and 
quickly lost a big amount of his money and figured that is not a game that he can play. He then 
figured out it is much better to start his own company and that investing in him would be the 
best. So, he started his company with $60,000 and by the time he paid for his new office lease 
and some equipment. He had some $30,000 to invest in inventory and luckily for him he knew 
exactly what he was doing and was able to make $30000 profit within his first month. He put 
back all that he made and grow his company from the very beginnings; basically all by himself 
for the first 8-12 months before he hired on other employees and brought in his wife as one of 
the first full time employees who’s now the company’s vice president whom runs the C4’s 
operations.  

4.5.2. The Obstacles in the Start-up 

There are so many to list, but biggest one was not having enough capital to start a business 
within the computer industry. The cost of starting up took away half their working capital just to 
get them going. But it was the cost they had to bear to be profitable and able to have enough 
finances to run a successful computer company. Basically, the money they had was barely 
enough and they had to borrow against their credit. 

4.5.3. Financing the company in the start-up  

The CEO financed the start-up himself and with the help of his credit rating and equity in their 
home, he was able to secure large credit lines and credit cards that allowed them to make large 
purchases and turn them over quickly without paying too much interest. In this case the 
inventory turnover was one of the key factors to his success.  

4.5.4. Employees in Start-up 

He started the company just by himself for the first 8-12 months and brought on his wife to help 
as soon as he felt she could help at least to cover her own salary with all the work and support 
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she can provide at the time, freeing of the CEO from a lot of responsibilities and duties that 
allowed him to focus on other aspects of the company and opportunities to grow further.  

4.5.5. The Value Proposition 

“We have a great selection of mac and parts that are hard to find elsewhere and we have even 
had the pleasure of serving Steve Jobs once, since manufactures produce new parts for a few 
years only and an older part can only be sourced through the secondary market and we fill the 
void by keeping a good selection of older apple parts and systems.” said the CEO.  

So simply they kept a great selection of in stock parts and computers of a popular brand and 
more importantly made it more affordable, since refurbished computers cost half as much as new 
models cost and offer a great performance for the customers. Not to mention that they also offer 
great customer service and offer great warranty on all their products and merchandise; which 
goes a long way in their industry and they have a lot of repeat business because of it.  

4.5.6. Marketing Strategy 

Word of mouth and through associates that the CEO had built up at his prior job and companies 
he had worked at in the past and mainly through eBay at first, since he did not need much to get 
going and he could get immediate results through it. Within the first year they started and put 
together their own web site and could offer their selection online and show up on organic search 
results to drive lots of free traffic to their web site.  

4.5.7. Web site in the startup 

They had a website in the startup and that was one of the first aspects of their business that he 
went after and spent most of his initial investment to develop it and put it all together. However, 
it took them 2-3 years at the beginning to finally put together a successful web site that achieved 
great results for them, since at the beginning they could not afford any of the e-commerce 
solutions had to go through a lot of trial and error period before getting it right on their own. 

4.5.8. The Use of Internet 

It helped establish them a great online store to source apple parts and computers, and bring their 
product catalog online to customers around the world with minimal investment on their part, and 
allowing them to compete with companies much bigger and richer than C4.  

4.5.9. Cost Saving Strategy 

Get as much free organic search results for their main keywords as possible was the first cost 
saving strategy they had, as it helps sustain their business and they don’t have to invest much to 
achieve great results through it. Therefore, they had their SEO efforts besides utilizing Google 
adwords to be shown up in the top search results for their top selling keywords. 

The CEO also outsourced a lot of parts of their business operations to contractors, majorly for 
their web infrastructure, but they worked with graphic and web designers all over the world.  
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4.5.10. Network of People 

They have a lot of people helping them with their success but they mostly use agents, sales 
persons, accountants, CPA/controller, administrators, technician, warehouse/shipping, customer 
service, graphic/web designers, SEO agents, network engineers, retail agents, and some other 
outside services that they outsource, especially for their new venture and all the production they 
are currently handling in different regions of the world.  

4.5.11. The Growth 

The CEO mainly makes the decisions to grow and expand the company, but more importantly he 
believes demand and their customers decide where and how they should grow. So they listen and 
pay attention to all the feedbacks they get from their clients and expand in areas that they may be 
lacking behind and do their best to offer a complete service so they can find all that they’re 
looking for all under the same roof.  

The main reason to grow for them was to offer a better selection and a more complete experience 
shopping with them, so they are always growing and keeping an eye on new innovations and 
products that they can take on to help with their growth.  

The CEO believes that the company can always sustain and maintain a status queue but what is 
the fun of that, is that they love expanding and trying new ideas and always look forward to 
expanding further.  

They also have enough resources to grow on their own but they can always use outside help and 
bring on perspective ideas that can help further expand and growth.  

The CEO believes that innovative ideas, from their staff are a great asset and agents of growth 
for the company. Furthermore, in their industry it’s all about the purchasing power and the deals 
that translate the growth more than anything else.  

4.5.12. Ownership 

C4 is privately held S corporation and the shares are held privately by the CEO and his wife, but 
as the company grows and creates further brand equity all that adds value to their shares and they 
can cash in on it all whenever they decide to sell their company at some point down the road. At 
the moment, they have no intention of selling or giving out any shares of the company. 

4.5.13. Financing the Growth 

There are many ways of financing the growth but the CEO of C4 believes he should always 
spend what he can afford without borrowing or depending on outside financing. That is why he 
tries new growth ideas on a small scale and tries to have the idea pay for itself and allow growth 
to pay for itself. “If it’s a good idea it should be able to pay for itself” emphasized the CEO.  

4.5.14. Main Market 

C4 does not have a specific target market, maybe mostly creative folks since they use the Mac 
platform more than any other segment of the industry, but anyone that likes and uses macs can be 
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a client of C4.  They sell locally, nationally and internationally; so their client base and reach is 
local, domestic and international.  

4.5.15. Company Location 

The CEO believes that with the advent of the Internet, brick and mortar locations are not as 
important, but having an online presence is much more important than any physical location. The 
CEO believes that both offline and online locations works hand in hand and complement one 
another; so they’re both viably important.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



-  Entrepreneurial Growth Pattern – 
 

 

57 
 

4.6. Case Five: Company C5  

C5 is a company within audio and communication software that offers solutions for conference 
and communication applications. The company was founded and started its operation in north of 
Sweden and developed fast. I have interviewed with the founder and CEO of the company. 

 

4.6.1. Entrepreneur’s background 

The CEO of C5 has a master degree in applied physics from Uppsala University. After finishing 
his master program in Uppsala, he came back to Umeå and started to work for a company. 
Simultaneously, he continued studies and got his PhD in applied signal processing.  

4.6.2. The start-up 

It was 2007 that he started quite slow and when he was working for the other company, he 
realized that he wants to have his own research and development center there but there was not 
enough headroom there and he managed to get a deal with that company. He started the company 
C5 and sold his competence back to the old company that he was working for. So, they were his 
first customer for the first couple of years.  

“I wanted to do things on my own way and it was not possible to do it while working for another 
organization. I saw some potential business that I knew I need to do it myself in order to get 
properly rewarded.” mentioned the CEO as the main reason to start the company. 

4.6.3. Obstacles in the Start-up 

During the first year having his former employer as the only customer was sometimes 
problematic for the CEO and his company. Mostly on contracts and his recommendation in such 
cases it was essential to have everything written and clear between two parties. However, it was 
good to have a customer before starting the company and they had good revenue from them. 
Lack of time and money were the other problems as well.  

The company had only one employee in the start-up and it was only the CEO. Quite soon, he 
also hired a part time employee who helped him on some projects. 

4.6.4. Financing the start-up 

The CEO started the company with his own money. He invested his own time and took low 
salary in the beginning and did not use any other financing options. So, the entrepreneur’s own 
money was the only source for investing in the beginning.  

4.6.5. Company Value Proposition 

C5 had a very niche technology. It was the unique signal processing method that made the 
communication speech and sound quality and there are only few companies that are into that 
kind of technology.  
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4.6.6. Marketing Strategy 

During the first two years the company had only one large customer and few small customers 
besides. But they were not that much into the company’s business plan. Now the company has 
kind of solid product. The main marketing strategy in the early stage was networking, as the 
company had one big customer to rely on. The CEO believes that networking works best in this 
type of business as they are B2B business. 

4.6.7. Use of Internet 

The company has a web site up and running, but this is not their main source to bring customers 
in. The CEO believes that they are not active enough on their web site and they need to get better 
updates and information on the web site which is on their plan for near future.  

They have Linked in and Facebook page that they recently started besides their own web site. 
The CEO believes that Linked in is a good solution for them and they can reach more customers 
through that channel. 

4.6.8. Saving Costs 

Working for free was one of the cost saving methods that the CEO used in the beginning. He 
took quite low salary from the company and this way he saved big enough. Besides that, being in 
the Uminova Innovation as an incubator company helped them to save their costs.  

The company also outsources some tasks. They do have some customers that expect them to do 
more than what they can in-house. So, they sometimes team up with some other companies and 
work together for such projects. For instance, a company wants the complete phone system 
including the phone itself. In this case they have the software and the hardware can be provided 
by another company and after bundling the whole system the company can provide everything 
together.  

4.6.9. Network of People  

For C5 it is quite important to have good network of people. In a B2B business networking and 
having good network of people who can contribute to your business is critical. 

 

4.6.10. The Growth 

It was the CEO himself who decided to grow the current company. He came to a point where it 
was essential for the company to grow.  

The type of company and business that they had requires growth after some times. They needed 
to expand their services more in-house and therefore the CEO decided to use venture capital for 
the company and grow.  

The CEO believes that without growing, the company could not survive at all. They needed to 
grow due to more demand and they had to do more in-house.  
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In order to grow, they needed capital sources that they got from venture capital. The know-how 
and other required sources were available in-house.  

They used venture capital plus his investment in the beginning. These two sources of financing 
were the major sources for the company. After the venture capital entered the company, there 
were some changes in the company’s shares. But still the CEO is the major shareholder and main 
decision-maker. 

After the growth, the number of employees changed and the company now has 6 full time and 2 
part time employees. Sales and assets also increased and the company has quite good equity right 
now.   

4.6.11. Target Market 

Up to now the company had mostly domestic customers, but as of now they started to enter 
international market. They have made one deal with an American company licensing their 
products to them. The company also finalized the first two with other companies in Saudi 
Arabia. The CEO believes that they need to hire more people and grow more on international 
markets as of now and after that they will be quite successful.  

The CEO of C5 believes that the location is not that important for the company. They can have 
their team anywhere, but they need to have a local office where the whole employees can work 
together developing and testing every part of their products.  
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Chapter Five: Analysis and Discussion 
This chapter presents the analysis part of the research based on the data collected from the 
selected companies. The major components of the conceptual framework will be tested and 
analyzed in this chapter. Furthermore in this chapter, the suggested framework for the growth 
pattern of small firms is presented in this chapter. 

The base of this research is on the conceptual framework that was developed in chapter two. The 
main case is C1 from which I have the in-depth data relating to the research questions and 
conceptual framework. Furthermore, the additional data that was gathered through interview 
with some other companies will be analyzed according to the conceptual framework.  

5.1. Growth Motive 

By growth motive I mean the reason that pushes the company decision makers or the 
entrepreneurs to grow and startup. What pushes the entrepreneur to choose the aggressive growth 
strategy depends on many different factors. Table 5 shows the motive of the chosen companies 
for their growth.  

Table 6: Growth Motive 

Company Growth Motives 
Entrepreneur/

CEO 
Character 

Need for 
Achievement 

Environmental 
Factor 

Location Organizational 
Structure 

Resources Industry 
Context 

C1  Yes Yes Yes No Yes Yes Yes 
C2 Yes Yes Yes Yes Yes Yes Yes 
C3 No Yes Yes Yes Yes Yes Yes 
C4  Yes Yes Yes No Yes Yes Yes 
C5 Yes Yes Yes No Yes Yes Yes 
 

5.1.1. Entrepreneur’s Character  

Entrepreneur’s character is one of the basic motives during start-up and growth. It is more of the 
essence how ambitious the entrepreneur or the CEO is and what character they have. 
Entrepreneur’s character is what Marrison et al. (2003) called intention and ability as the 
required factors for growth. The entrepreneur or the CEO usually has a personal character which 
is one factor that can account for growth intention. Besides that, the ability is defined as the 
know-how of the entrepreneur or the CEO (Morrison et al., 2003, p. 419).  

In chapter four I have discussed about my own character and how it lead to the establishment of 
C1. The fly fishing on the ice or risk taking adventures show the high risk taking character of 
mine. Besides that, the ambition to take loan after the first year and guarantee the company loan 
personally is another risk that I took. This is evidence that I had intention of the growth in my 
own character and as my own ambition. Besides that, the expertise and my know-how in the past 
dealing with e-business, international trade and management position was enough expertise to 
push the company C1 forward. Fly fishing has also been my hobby that gave me the industry 
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know-how for this company. Therefore, the entrepreneur’s character was one of the main drivers 
of C1 for both start-up and growth.  

In C2 which is the online shop founded by its CEO, he also had the same approach. From his 
answers to the questions and the way he started the company, I can define his entrepreneurial 
spirit. Personally, he has been into selling things and had jobs as a sales person before. He had 
the industry expertise as his hobby was skiing and dealing with outdoor sports. When he was 
talking about the reasons why he started C2, he emphasized: “starting something on my own and 
by myself”. So, the CEO believed in himself and had the risk taking ability. He took the risk of 
starting his own firm and pushed it more to the growth stage.  His own expertise was also a good 
complement to the company. He did most of the jobs himself and he did not hire anyone. 
Therefore, the personal character and the expertise from the CEO were enough to start the 
company and making growth decision for it after the early success.  

The next company, C3 is not small business. C3 is one of the biggest companies in dairy industry 
in Sweden. The decision for the growth is made by the board of directors and not by the CEO or 
the entrepreneur. In such cases the personal character of one or some of board members cannot 
influence the company’s growth. This is more the company strategies and not the growth 
motives. The expertise of one board member might influence the company but the decision 
maker is not one person. In C3 the personal character of the CEO and his expertise is not 
considerable as growth reasons. Thus, the answer to this question for company C3 is NO. 

The next company, C4, is based in Hollywood, USA. The CEO is type of a habitual entrepreneur 
who has high ambition. Although the CEO believed that his main reason for start-up was the 
financial necessity, but I cannot ignore his entrepreneurial character. The CEO had the ability to 
take risk like what he did and lost money on Nasdaq stock market. Such investment in stock 
market and starting new company after the loss in the stock market requires high risk taking 
ability that the CEO had. He also started another company in toy and art industry that shows his 
entrepreneurial ambition and proves that his startups is not based only on the financial necessity 
(If it was only financial necessity, there was no need to start another company in toy and art 
industry). Moreover, he had great competency that was mixed with great knowledge of his co-
founder. The co-founder’s know-how and expertise in this business is a great complement to the 
CEO’s entrepreneurial skills and together they formed a perfect entrepreneur’s character that 
pushed the company to growth. So, entrepreneur character is one of the major growth motives in 
C4. 

In the company C5, the CEO has also the same attitude like other companies. The first thing was 
his know-how which weighs too much. The CEO had PhD in applied signal processing that is a 
high competency for a founder of a company in Audio software and equipment industry. The 
company’s founder wanted to do thing on his own way and it was the other reason for the start-
up. So, for this company entrepreneur’s character was one of the factors of the growth.  

Entrepreneur’s character is one of the reasons of the growth in the interviewed companies. After 
the early success most entrepreneurs want more. This is when they decided to grow after they 
saw it is working. But going for a loan, taking new risk, buying more products from own money 
or even giving the shares of the company out require high risk taking ability. Not everyone can 
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decide to go for growth. From the data available in the interviews and the discussion I came to 
the following findings: 

· Entrepreneur’s character is one of the motives for small firms. 
· In bigger enterprises it plays fewer roles in decision making for growth. So, it can be only 

growth motives for firms that are small and have one or two decision makers.  

 

5.1.2. Need for Achievement 

Need for achievement leads entrepreneurs to growth phase as well. This growth factor was 
clearly one reason in all companies that were interviewed.  

In C1 as I mentioned before, the main reason for the growth was the customer needs as they 
demanded more products on the web site. However, need for achievement was also one factor. I 
could stay with what I had and run the company as it was. However, I have decided to develop 
the operation. The need for achievement is part of most entrepreneurial activities. Competing in 
the market and trying to defeat the competitor is a need for achievement that entrepreneurs do.  

Furthermore, all other entrepreneurs with whom I have interviewed believed that they could 
survive without growing. They all believed that they can survive without growing too much. 
CEO of company C3 believes: “any company needs to grow in order to stay in the market”. 
Staying in the market is a term I translate to the need for achievement. Better competition in the 
market and increasing the sales and revenue is what the companies are seeking trough their 
growth process.  

5.1.3. Environmental Factor 

Environmental factors are those factors that mostly belong to macro-economic conditions. 
Factors such as rules and regulations in the country and field of business, market condition, 
condition of capital market, condition of the industry, exchange rates are the environmental 
conditions that might motivate the entrepreneurial process (Shane et al., 2003, p. 275).  

For me as the founder of C1 it was quite evident that these environmental issues can motivate 
and stop the process of entrepreneurship or growth in various ways. One is the regulations and 
rules for starting a business here in Sweden. As I am not originally from Sweden or Swedish 
citizen, it is important that the rules allow me to own 100% of a company here. I started as a sole 
trader and the Swedish law gave me the opportunity to start the business as a soles trader. After 
that, when it came to the growth of the company, I also needed to check the regulations first. The 
reason is that the company was going to be changed to a company with limited liability (AB) and 
it was necessary to be able to own 100% of such company. If the regulation were tough with 
foreigners owing 100% of a company of such type of firms then I could get disappointed with 
the growth and no further development could be made in the company. Furthermore, the capital 
market and the industry market situation were important for me to decide for the growth. When I 
saw that the company is doing well and the increase in sales was increasing then I decided to 
expand the operation and bring in more products to offer.  



-  Entrepreneurial Growth Pattern – 
 

 

63 
 

The other companies that I have interviewed with had the same issue. They were successful in 
early stage which means the current economy conditions allow them to grow. C2 had good sales 
and got the small loan easily. C3 uses loan and the market condition is good for them. C4 was 
developing well. They had market potential and their credit that they could use as a side line of 
their finance represents the capital market conditions that could offer them good credit to use in 
their business operations. C5 had good customers and they even licensed their products to USA. 
They also convinced venture capitals to come in and invest in their company development which 
shows the conditions of the capital market. Furthermore, C1, C2, and company C5 were part of 
the incubator and the business incubator provided them all the environmental conditions that 
facilitated their start-up and growth. These factors were quite essential for these companies and 
without such conditions they could not grow as they did now. Hence, the effect of environmental 
factors on the growth process as a motive on the selected companies is quite clear.  

5.1.4. Location 

According to Gilbert et al. (2006), geographical location has also impact on the firm’s growth as 
there are different resources in different locations. They believe that the geographical location is 
where the firm can have access to resources in particular capital resources (Gilbert et al., 2006, 
pp. 933-4).  

In my study some companies are digitally based and some companies are traditionally started. In 
the online trade the location is not usually of the essence, as the customers have access to make 
their purchase online anytime from anywhere.   

The findings show some exciting results on the location of the firms. C1, C5, and C4 are the 
three companies that believed their location is not important for their growth and operations. 
These companies believe that they could do their business well from anywhere. C1 and C4 are 
dotcoms that they belong to internet world and want their income from internet. The exciting 
result is about C5 which is not a digitally established company. They have office location in 
Umeå and are developing their software and products there. However, the founder and CEO of 
the company believed that the location does not play any role for them. They have a national and 
international market and their customers come from different places. On the contrast, the 
company C2 which is a dotcom and their customers come from the Internet said yes to the 
importance of location. The CEO believed that the company can do the operation well and have 
customers from all over Sweden but he made the image of C2 as a company in north of Sweden. 
This brand-building strategy made it essential to keep C2 in the north of Sweden.  

Company C3 answered yes to the importance of the location of the firm. This company and its 
owners believe that the place is really important for them as they have their majority of their 
customers from northern part of Sweden. The company was founded and grew in north of 
Sweden. Keeping the current market is essential for them in order to facilitate the company to 
grow better and faster and that is why the location is important to C3.  

The results of the location part are kind of surprising. Not all digitally established firms said no 
to the importance of location. On the contrary, not all traditionally established firms believed that 
the location is important for them.  
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The psychological distance can be defined as the distance that is in the relationship between 
people. This is what Edwards et al. (2009) believed that reducing the psychological distance 
helps more trust and decreases the sense of uncertainty in their relationship. This is the matter of 
familiarities and unfamiliarity and liked and unlike matters (Edwards et al., 2009, p. 35). In the 
study the online shop C2 believed that the location is important due to the image that they built 
for the customers. The location and image building that brings trust to customers is the 
Psychological distance that helps C2 customer trust more in their online business. The 
Psychological distance limits trust and adds ability to the online retailer to explain familiarities 
and similarities. (Edwards et al., 2009, p. 46) Reducing the Psychological distance is possible 
through familiarities and similarities which C2 strategy is to do with keeping the company in 
north of Sweden. This is the same for the other surprise result that I have found here. Company 
C5 has good position with their customers in the Psychological distance; therefore the physical 
distance is not that important for them. Table 6 represents the selected companies and the role of 
physical and psychological distance in their company. 

 

Table 7: Importance of Location 

 

5.1.5. Organization Structure 

Organization design is a significant issue that any entrepreneur should consider during start-up 
and growth. The organization design and hierarchy is really crucial for companies when it comes 
to different aspects such as growth. Ownership and the power of control is one of the most 
important factors when it comes to the firm growth. Either the company should grow and enter 
new markets or how the company should grow is what the decision maker should define. As the 
firms grows the decision making should be decentralized more, however, the ownership and 
control of entrepreneur is of the essence (Gilbert et al., 2006, pp. 936-7).  

The decision making in all selected companies are still done by entrepreneurs. C1 AB, C4, and 
C2 all have the entrepreneur as 100% owner of the company. C5 gave some shares out when 
they decided to grow; however, the company is still under the founder’s control. Before growth 
of the company it was the founder who owned 100% and he made the decision when he owned 
the company completely himself. All small firms in this research kept the main control and the 
decision of growth was made by the entrepreneurs.  

In company C3 we have another organization structure. The company is a corporation type and 
the decision is made by board of directors. Even in this company which is larger enterprise the 

Company Type of 
company 

Importance of Physical 
Distance 

Importance of 
Psychological Distance 

C1  Dotcom LOW HIGH 
C2 Dotcom HIGH HIGH 
C3 Brick and Mortar HIGH HIGH 
C4 Dotcom LOW HIGH 
C5 Brick and Mortar LOW HIGH 
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decision making is important which is related to organization structure. Thus, the organization 
structure usually facilitates or in other cases can prevent the firm’s growth through decision 
makers. 

5.1.6. Resources 

Having enough resources lets the entrepreneur to be more motivated to make growth decision. 
Before starting to grow, the entrepreneur or the CEO should know if there are enough resources 
for them to grow or not. The resources are categorized into three groups: Human Capital, 
Financial Capital and Outside Resources (Gilbert et al., 2006, pp. 932-3). 

The companies that decided to grow all believed that their main challenge was in this case their 
financial capital. I had problem in C1 for the growth mostly in the financial part. I had enough 
competencies to deal with the human capital myself. External resources were also given by 
business incubator. The financial resources for me were also provided by bank and financial 
institution Almi as well as my own money and company profit of the first year. All other 
companies also had the resources before going for growth. They all had enough resources when 
they decided to grow and these resources facilitated their growth and motivated them to develop 
their company. So, all interviewees in the selected companies believed that the resources 
facilitated them to grow. 

5.1.7. Industry Context  

Industry in which the company is operating is the last motive factor that is my conceptual 
framework. Porter (1980) considered industry as one of the major competitive forces that relates 
to competitive strategy of firms (Porter, 1980, p. 36). 

The industry had effect on the start-up and growth of C1. As mentioned before, the decision to 
start C1 was made after the research on the fly fishing fair. This research was more on the market 
and the industry itself. Although I have good knowledge about the industry, but the situation of 
the market and the competition within the industry was something that I had no clue about. The 
growth reason was the products and the customers demand as they needed more than what I had 
to offer. This is the industry context that I needed to make growth decision for the company in 
order to serve the customers in a better way. 

The CEO of other companies had the same view point. They all believed that the company 
situation in the market needs to be stable through the firm’s growth. The CEO believed that C2 
should offer the variety of products to offer. His main strategy is to be the one single source of 
bare-foot shoes that offers the highest range of products in Sweden. The CEO of C3 also 
believed that no company can stay in the market without growth. His aim was also about the 
competition in the industry. The CEO of C4 also aimed to serve their customer, but he believed 
that they could survive without growing too. C5 had to deal with the new customers. They had 
quite innovative approach and entered the market fast. Their industry conditions and 
environment offered them good customers. It was the industry that pushed all these companies to 
growth stage. 
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These companies are all in an industry with a competitive market. In order to survive in a 
competitive market, it is needed to grow. This is what most CEOs believed and mentioned as one 
growth reason. 

5.2. Growth Strategy 

All companies need appropriate strategies in their business plan in order to have a sustainable 
business. Making decision for the firm’s growth is one of the significant strategies that the 
managers should make in their business. The growth strategy is different from the firm’s overall 
strategy. In the conceptual framework, I categorized growth strategy into three major groups: 
ownership strategy, target market strategy, and finance strategy. 

The ownership strategy is what the entrepreneur considers in the growth process in order to have 
the control over the company. The target market strategy defines whether the company grows 
nationally in the domestic market or the strategy is to go for the firm’s internationalization. 
Finally, the finance strategy is one of the most important matters that is also related to the 
ownership strategy is some parts. There are plenty of options for financing the firm’s growth. 
Initial insider finance, bank loan, strategic partnership, business angels, venture capital, and 
finally IPO are the available options for the companies choose in order to finance the growth. 

The selected companies have all been growing and some already developed their business 
operations. Table 7 shows the companies and their growth strategy. 

 

Table8: Growth Strategy 

Company 
Ownership 

Strategy 
Finance Strategy 

Growth Location 
Strategy 

Trade Operations 

Internal 

E
xternal 

Initial Insider 

B
ank/Institution 

L
oan 

Strategic 
Partner 

B
usiness A

ngel 

V
enture C

apital 

IPO
 

T
rade C

redit 

D
om

estic 

International 

D
om

estic  

International 

C1 ü  x ü  ü  x x x x ü  ü  ü  ü  ü  
C2 ü  x ü  ü  x x x x ü  ü  ü  ü  x 
C3 ü  ü  ü  ü  ü  x x x x ü  ü  ü  x 
C4 ü  x ü  x x x x x ü  ü  ü  ü  ü  
C5 ü  ü  ü  x x x ü  x x ü  ü  ü  x 

 

5.2.1. Ownership Strategy 

The ownership strategy is one of the most important decisions that the entrepreneur or CEO 
makes in the growth process. Ownership strategy is also related to the finance strategy of the 
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company. The entrepreneur should make the decision about the amount of shares to give out in 
the case that they choose to give shares out of the company in order to have new source of 
finance in the company. Internal growth and external growth define whether the company is 
going to change the ownership or not.  

C1 was founded on my own personal financial source and when it came to the growth there were 
two options. The first was to have a strategic partner and the other was to use bank or other 
financial institution loan in order to finance the growth. I chose bank loan in order to keep the 
control over the company. Besides that, finding a good partner was also not that easy and the 
negotiation that I have had with some people did not go well. The reason that the negotiations 
did not came to a final contact was the ownership. I preferred to give 49% of the shares when I 
negotiated with two others that they did not accept. So, the decision to be the owner of the 
company myself was what I decide.  

C2 had the same attitude in their growth. The CEO also chose to grow internally instead of 
growing by having partner or giving some shares out. The CEO only used one small loan in the 
beginning and after that he just used the personal money that he had. C2 used internal growth for 
the growth as The CEO wanted to be completely the owner of the company. 

 The next company is C3 which is a bigger enterprise. They used external growth through merger 
two times. Once in the beginning in 1971 that was through merging the company with another 
one and after that in 1991 that was another growth of the company through merger. The 
company C3 used the external growth strategy. They are also using internal growth at the 
moment. After being big enough through the merger decision they use bank loans and the 
company’s own profit in order to develop the firm’s process. I can say that company C3 used a 
hybrid model of growth which is compound of both internal and external growth in different 
stages.  

C4 kept the ownership inside the company. The two co-founders are still the owners of the 
company. They did not choose to grow through merger or any other outside financing. They did 
not use any sort of merger or partnership at all. 

C5 is another company that used the external ownership strategy. After developing the company 
through owner’s personal finance, the company chose venture capital in order to finance the 
growth. The CEO chose the strategy of being the main decision maker, so he is the one who has 
the major share of the company, although they had external ownership strategy. For company C5 
it is also hybrid ownership strategy, as their ownership strategy of growth in the first phase was 
the internal growth and the next step they used VC as the external growth strategy.  

The interesting result for the ownership strategy is that all dotcoms of my case used internal 
growth strategy and the brick-and-mortar firms chose internal and external. There are also 
differences through the ways of external growth. C3 which is a large sized company grew twice 
through merger and acquisition. They currently use the internal growth in which they use bank 
loan and company’s own profit. 

One more interesting result is that C5 which is a small firm grew through venture capital in early 
stage growth and is still growing. 
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5.2.2. Finance Strategy 

Financing the growth is the most critical and major obstacle that most entrepreneurs have to deal 
with. In my case all companies believed that financing is really their problem when they wanted 
to grow their company. 

The initial insider finance is one of the major finance strategies for the entrepreneurs. The 
selected companies all used initial insider finance. They kept the ownership inside the company 
and used their own investment in the beginning. In C1, I started with my own personal finance 
and started the company small. I have also used some family loan which facilitated the company 
in the beginning. When the early sales started, I have used the money from profit of the company 
and put that for the growth. After the early success it was the bank loan that I have applied for. 
Through this bank loan the first growth of the company started. Furthermore, I also use the trade 
credit which is another option for me. The business is now on a good credit and the one month 
invoice on purchases from Swedish suppliers is a help for finance. Besides that, I also use drop 
shipping method that gives C1 the ability to sell more product without stocking the products in 
the inventory and prior purchase. I had cost saving approach which facilitated the company and I 
could save on the costs. Outsourcing, friend’s help, my own work for the company, and use of 
incubator facilities and supports are all the cost saving techniques that I have used in order to 
save my costs. 

C2 has also the same situation. The CEO also used his own initial cash in the beginning as well 
as a small bank loan. Moreover, C2 also used drop shipping that gave him some savings on the 
inventory costs. They also approached the incubator facilities, outsourcing, and doing the tasks 
by the entrepreneur.  

C3 is a larger enterprise which used the bank loan, initial insider and also grew through merger 
and acquisition. This large firm had merger with other dairy firms twice. Furthermore, they also 
use lean production in order to deduce their costs and have better financial conditions in order to 
grow.  

C4 is the next company. Entrepreneur’s own investment and credit line was the major financial 
resource in the beginning. C4 never used bank loan or any outside finance resource. Drop 
shipping, outsourcing, and doing the tasks by the entrepreneurs in early stage were the cost 
saving approaches that C4 used. Drop shipping was also one part that C4 used in their business 
operation. 

Finally the company C5 used initial insider finance as well as using Venture Capital. They also 
used incubator facilities and supports, doing the work by the entrepreneur and taking really low 
salary in the beginning. This company used both internal and external finance resources in order 
to grow.  

The selected companies are in two categories of dotcoms and traditionally established firms. All 
companies used the initial insider finance in the beginning and even early growth. C1, C2, and 
C4 are the three companies that operate on internet. These digital ventures all used internal 
finance such as bank loans, entrepreneur’s own finance and family loan. They used this 
advantage as online retailer benefit to the other companies. Outsourcing is a part that all dotcoms 
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in my case used to save more costs. Two of dotcoms were incubator firms and they had another 
extra advantage of using facilities from business incubation. C1 and C2 used trade credit too. 
From the result of the research for financial strategy of growth, it is evident that dotcoms can 
have less cost due to their ability of some bootstrapping techniques such as outsourcing and use 
of drop shipping in online retail shops. They mostly grew internally which might be due to the 
problem of getting outside finance. As a matter of fact, not every firm that applies for the outside 
finance can accomplish and get it (Krasniqi et al., 2011, p. 170). This might be the reason that 
dotcoms use internal finance. Besides that they also have less risk when they use drop shipping 
and use the bootstrapping since they sell first and then make their purchase.  

Contrary to the dotcoms in this research, the traditional firms used external finance. They 
approached external finance resources. C3 which was a larger firm had merger and acquisition 
which was an external ownership strategy and C5 used venture capital for the growth.  

5.2.3. Growth Location Strategy 

Growth location strategy is categorized into two major groups. The first is about the company’s 
trade location and the second group is the firm’s operation. The trade can be done nationally or 
internationally and includes both export and import of the goods. Usually company’s sales 
define where its target market is and suppliers also play a role in the trade location. 

The operations of the company can also be outsourced or located in another country. Off shore 
work places and outsourcing are increasing and such international operations are being more and 
more each day.  

5.2.3.1. Trade Location 
The selected companies all have national and some international trade activities. C1 started the 
company based on import of flies and fly fishing gear from Africa and Asia. I have used direct 
import from manufacturers in the beginning and imported fly fishing gear in the start-up directly 
due to the lack of confident from top brands to supply the new born company. Later, I expanded 
the import process to other European countries such as U.K and Germany and at the moment the 
company is the authorized dealer of some world’ top brands from Europe, U.S.A, Germany, etc. 
I use direct import and sometimes even supply the competitors with some brands in the Swedish 
market. Also registered brand of C1 and producing fly boxes and some fly tying gear in China 
under our own brand was also some part of the merchandising in C1. Besides that, I also had 
customers from U.S.A, Norway, and Finland. But the major customers are still domestic 
customers. The trade location for C1 is both national and international.  

C2 has also the same situation. The CEO imported goods himself in the beginning directly and 
after that he used Swedish distributors as supplier. He also imports from variety of countries 
from U.S.A to China directly. The CEO has also some customers from Norway but main market 
is in Sweden.  

C3 has national trade and they recently entered the international market. They are exporting their 
products to Finland, Norway, Denmark and U.K at the moment and their international trade is 
expanding.  
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C4 also has some international trade. They sell locally, nationally and internationally. The CEO 
believed that their company does not have any border or specific location for their market as they 
sell to different markets.  

The last company, C5 also makes the trade internationally. They also licensed their products to 
U.S.A and they have customers from Saudi Arabia too. Their market is national and 
international. 

All of the selected companies had national and international market.  Their growth brought more 
international customers for them.  

5.2.3.2. Operations Location 
The company’s operations usually will be augmented when the firm starts to grow.  The 
companies need to have more tasks done when they grow. In C1 I had more tasks to do when the 
company grew. It was hard to do all by myself. Some friends help was on my hand in the growth 
phase when they helped me to do some IT tasks. I outsourced the data entry tasks to India and 
some friends in Iran and some tasks of the operation to some other countries such as U.K for 
Logo design. At the moment the company’s operation is being done in three countries.  

C2 on the contrary, does its task in Sweden. All operations are done here by C2. This is the same 
with the company C3. They did not outsource to other countries nor did they establish factories 
anywhere. 

C4 used the same process of the outsourcing. The CEO uses a variety of other countries to 
outsource the tasks or even hire others from other countries. C4 has completely international 
operations then.  

On the other hand C5 is a type of a company that does not allow any tasks to be done in other 
countries. They have even their outsourced tasks in Sweden.  

The results are interesting if we compare the companies in their internationalization practices. 
All companies had some sorts of trade in the international market; however, their main market is 
still local or domestic.  

In the operations, only two companies used the international operations. C1 and C4 are the only 
companies that their operations are done outside the current counties. These companies are 
dotcoms, but in the off shore operation the other dotcom is missing. C2 does not use off shore 
operation. By a comparison we can realize the main reason of this off shore behavior: The CEO 
and I are both transnational entrepreneurs. We are both from one country living in another 
country. In both C1 and C4 we used a network which is including our own home country, the 
host or current country, and other countries in our network. This is exactly what Chen & Tan 
(2009) called glocalized network. The network that transnational entrepreneurs have leads them 
to use international operations more than local entrepreneurs. Their network gives them ability to 
have more options to do things in better way and lower costs (Chen & Tan, 2009, pp. 
1082,1087).  
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5.3. Growth Indicators 

The growth started by growth motives that define why the firm grow and after that the 
entrepreneur should have the strategy of where to grow and how to grow. Ownership strategy, 
the place to grow and finance strategy for the growth should be defined. After these steps the 
company starts its growth that can be in three major parts.  Table 8 shows the growth of the 
companies in my study.  

Table 9: Growth Indicators 

Company Sales Assets Employee Vs. Outsourcing 
Employee Growth Outsource Task 

C1 ü  ü  x ü  
C2 ü  ü  x ü  
C3 ü  ü  ü  ü  
C4 ü  ü  ü  ü  
C5 ü  ü  ü  ü  

 

5.3.1. Growth in Sales  

All of the selected companies grew in sales. They had the growth in sales after survival. C1 and 
C2 sales and number of orders increased remarkably after the first year. The number of orders 
and amount of sales in both of these companies show that the sales increased comparing to 
previous years. C1 sales in the second year doubled and C2 sales also increased each year in the 
first three years.  

Sales also increased in C3 as they entered more national markets as well as the international 
market that they have at the moment. C4 also announced the sales increase after start-up that 
allowed them to use the profit for the growth. Finally, C5 also had increase in number of clients 
and the projects that they have in hand. The sales from C5 are also augmented through these new 
projects and clients.  

5.3.2. Growth in Assets 

The assets of the companies also increase when the firm starts to grow. All the companies agreed 
that they had increase in their assets too. In C1, the growth in the assets is both in the inventory 
assets and virtual asset which is the value of the web site. The inventory value and amount went 
up as the company grew.  

C2 also has a great increase in the inventory asset. The CEO brought many new brands and 
usually stocks a large inventory of sporting goods. Besides that, the value of the web site which 
is a virtual asset also increased, although they do not own the web site.  

C3 also agreed that they had huge asset increase after the growth. They increased their equity 
and assets when they grew. More people are working in the company now and their equipment 
and factory facilities are also increased.  
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C4 also increased their assets of the company. The investment on the web site and the office 
supplies and equipment increased after their growth. They also had growth on the inventory too 
as they stocked more products when they started to grow. They have now a large selection of 
apple parts that is an increase in the inventory asset. They also have a great value on their web 
site as a virtual asset. 

C5 also had increase in the assets which is more equipment for office and product development. 
They also have a great amount of equity at the moment.  

In all companies the dotcoms had also increase their virtual asset such as their web site. Retailers 
mostly had increase in the inventory asset. They bring more products in the stock when they start 
to grow. The traditional firms increased in office equipment, building, factory, etc. As they do 
not rely too much on online sales, their virtual asset such as web site is not a big asset from 
growth aspect. 

5.3.3. Recruitment vs. Outsourcing 

The increase in the employee is evident in some of the companies of this study. In C1 I only used 
one part time employee for some times that is needed. There is no regular base for that. C2 has 
also the same situation and has one part time employee now. It is also not on a regular base. C3 
increased their employee remarkably and the growth in their number of employee is quite 
evident. C4 also increased number of employees too. They started with two and now they have 
more full time employees in their office. And finally C5 had also increase in number of 
employees. They have now 6 full time and 2 part time employees which is quite good increase in 
their employee number.  

Sometimes companies do not want in-house operations and they also outsource the tasks. All 
companies outsource task but dotcoms outsource more work in order to leap frog the 
employment of new people and lowering expenses. Tasks such as web site development, 
graphics design, data entry for the web site, accounting, etc. are all tasks that dotcoms 
outsourced. On the contrary, C3 has two full time employees only working on their web site 
development. This outsourcing is one reason that C2 and C1 did not have remarkable increase in 
their employees.  

5.4. Growth Stimulus 

In the conceptual framework, I have presented the process of growth to cover the questions of 
why, how, and where small firms grow. Furthermore, I have also added the growth indicators that 
can help managers understand the growth measurement tools. I also reviewed some other aspects 
of entrepreneurship that could be parts of growth or sustainability of the business such 
innovation, network and customer satisfaction. Nevertheless, I did not come up to implement and 
apply them in the conceptual framework based on the literature review.  

After interviewing with the entrepreneurs and due to the freedom that I gave them to give out 
more details on their own choice, some interesting results were generated. There are some factors 
that facilitate the growth process of firms. I would call these factors growth stimulus. These 
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growth stimulus are not part of why, how, and where to grow, as they are not the main tools for 
the firm’s growth. These factors do not play any role in the growth measurement either. 
However, as the CEOs mentioned they are important for their operation and their success that 
lead to grow. Innovative ideas, niche market entry, customer satisfaction and network are growth 
stimulus. They are not inside the firm’s growth, but they are facilitating the growth and help the 
firms grow faster and better. In other words growth stimulus can be close to the firm’s value 
proposition, but it is not necessarily the company’s value proposition.  Table 9 shows the growth 
stimulus in the selected companies. 

Table 10: Growth stimulus in selected companies 

  

5.4. The Suggested Framework for Small Firm’s Growth Pattern 

According to the research findings and analysis there are some major changes to the conceptual 
framework: 

· The growth stimulus should be added as a major tool that reinforces the growth of firms 
· The growth motives are not the same in all firms 
· Growth strategy should be revised, particularly in finance and ownership strategy 
·  Growth strategy is not the same for all company types 
· The growth indicators are also not the same for all firms 
· After measuring the growth there should be a feedback loop to optimize the process 

When it comes to the growth motives and why small firms grow, it is mostly the same as in the 
conceptual framework; however, there are some items that weigh more than others in my study. 
The study reveals that the entrepreneurial firms (all of firms except C3) have one motive that 
weighs much more than others: the entrepreneur’s character. In all firms it is the entrepreneur’s 
ambition that makes the foundation of growth from the very beginning in the startup. 
Surprisingly, the result about location of the companies as a motive of growth contradicts some 
previous studies as well as my own preconception. I was expecting to have the location at the 
lowest importance for dotcoms, as they rely on the Internet and not place, and having the higher 
location importance for brick-and-mortars as their main income does not come from the internet 
and is mostly based on the offline sales. Nonetheless, the findings show that not all dotcoms put 

Company Type of company Growth Stimulus 
C1 Dotcom Fast shipping, niche market, free smartphone app, 

network, drop shipping, drop shipping, price 
C2 Dotcom Fast shipping, niche market, price, network, drop 

shipping 
C3 Brick and Mortar Lean manufacturing, customer satisfaction, 

networks 
C4 Dotcom Niche market, customer satisfaction, network, price 
C5 Brick and Mortar Innovative solution, niche market, network 
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low worth on where they operate and not all traditional firms rely on their location. This finding 
reveals that the nature of the firm and its organizational structure as well as the industry plays 
much role in this case than being online or offline. Therefore, a comparison between online and 
offline firm’s regarding the place importance is not a logical comparison. This is also the proof 
that industry context is an important part of growth to define the growth motive. Resources, 
organization structure, and environmental factors are also important for both types of firms.  

Another result is that the growth strategy needs to be changes in the framework. Most 
entrepreneurs face financial problems and mentioned that as the main obstacle in their growth. 
None of them want to give the shares of the company out and lose their ownership and power; 
however, it is the financial constraints that push them into using external growth and lose the 
ownership. Those who could manage to finance internally did not use the external growth. Only 
C5 used VC for the growth and lost some shares as they grew bigger in size comparing to others. 
I argue that it is the financial situation and availability of financial resources in the firm that 
defines whether the company should use an internal growth or the external growth and what the 
financing strategy should be. Therefore, the entrepreneurs cannot choose the ownership strategy 
before prevailing over financial obstacles.  

Another interesting result is that internationalization of firms is not related to being dotcom or 
brick-and-mortar, but it is more depending on nature of the firm. C5 went global faster than C1 
and C2 in terms of revenue and sales.  

Growth indicator is not the same, but this is what we can see as the difference between dotcoms 
and traditional companies. Dotcoms tend to outsource more and the employment in their 
company is not a good indicator for growth measurement, however, the asset size and revenue 
can account for growth. On the other hand, brick-and-mortars tend to hire employees faster and 
they grow in all three of sales, assets and employee.  

Growth stimulus is also a tool that reinforces the growth of firms. The growth stimulus is 
different from firm to another firm. However, dotcoms approach niche market entry, competitive 
price, and drop shipping which is a great tool for growth, whereas the brick-and-mortars use 
innovation, niche market and strategies such as lean manufacturing. Both firm types used 
network and niche market in common. Growth stimulus is the value proposition of the company 
that differentiate the company from the competitors.  

Figure 21 illustrates the new suggested framework for small firm’s growth. In the new 
framework, growth motive has a change. According to the new findings geographical location is 
no longer a growth motive. It is mostly the industry and the organization context that defines 
whether location can be a motive of growth or not. The other motives stay untouched, although 
the entrepreneur’s background in entrepreneurial firms weighs more.  

Growth strategy for location remained the same as the international and domestic growth can be 
found in any company and it is also the industry and firm’s situation that accounts for 
internationalization or local growth. On the other hand as mentioned there is change in finance 
and ownership strategy, the availability of financial resources plays the critical role.  
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In the growth indicator there is one added item which is outsourcing. As my study shows, 
dotcoms outsource much more and much higher volume of their operations are outsourced, since 
dotcoms do not have any border and they operate globally for their operations. Network, 
Innovation, and Niche market are the dominant parts of the growth stimulus. These new 
additional of the framework contribute to the growth of the firm and ease the growth process. 
Growth stimulus is the developed form of the ambidextrous management presented by Kollmann 
et al. (2009) in which the company is doing its ordinary tasks and the same time dual processing 
continues through innovation. On my framework, the ambidextrous management exists, but not 
only on innovation. The second part of dual task also includes networking, optimizing the 
process and making other strategies. This study showed that not every innovative idea can lead to 
value or revenue generation (e.g. The Gear Guide in C1) and innovation needs some 
optimization and improvement through other forms such as adding networking, niche market, 
etc.  

The measurement of growth through indicators needs to give feedback to growth stimulus. This 
is the learning process that firms need to implement in their growth process. Eric Ries (2011) in 
his lean startup platform suggests that there should be innovative accounting and MVP 
(Minimum Viable Products) and then there should be decision of pivot or preserver (Ries, 2011, 
pp. 149-154). Therefore, I have added the feedback loop to the framework to have the process 
optimization that can make changes in the growth stimulus.  
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Figure 21: The Growth Pattern of Small Firms 
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Chapter Six: Conclusion 
This chapter presents the summery of findings from data analysis and clarifies the main points 
from the research results that can be used for managerial implications. Furthermore, the future 
research suggestions are also presented in this chapter. 

6.1. Research Findings 

This study aimed to discover the growth pattern of small firms and figure out if dotcoms’ growth 
pattern differs from traditional firms. The first research question aims to figure out how small 
firms grow. 

6.1.1. Growth Pattern of Small Firms 

The study was conducted in a form of case study with one major case and four other supporting 
cases from which I derived the results. The first research question deals with the pattern of 
growth in small firms. This pattern of growth has the following elements: 

ü Growth Motive: This identifies why the entrepreneur decided to grow. The results show 
that the entrepreneur’s character is the main element for the growth of small firms. 
Although other items such as industry context need for achievement, organization 
structure, and resources act as motivational element of growth, however, the 
entrepreneur’s character and ambition was the main reason in this study. 

ü Growth Strategy: There are two main strategies to be chosen. Finance and ownership 
strategy which is based on the availability of financial resources, and growth location 
strategy that accounts for internationalization vs. domestic growth.  

ü  Growth indicators: There are three major indicators of growth that can be used in order 
to measure the growth; growth in employee, sales, and assets. Growth in employee has 
another alternative which is growth in outsourcing. 

ü Growth Stimulus: These elements are the facilitators of growth within a firm. Innovation 
and network are the main two factors that facilitate the growth of small firms. There are 
some other growth accelerators such as niche market. The growth stimulus is based on 
the nature of firm and management strategy. 

ü Feedback loop: The feedback loop gets the feedback from growth indicators and sends it 
over to the growth stimulus. The managers can make changes according to the 
information that they get from indicators and make essential optimizations to growth 
stimulus and try new ways. 

Moreover, the concept of effectuation theory is supported in this thesis.  

6.2.2. Growth of Dotcoms vs. Brick-and-Mortars 

The study reveals that there are not major differences between dotcoms and brick-and-mortars in 
their growth process. However, there are some parts that dotcoms and brick-and-mortars have 
different approach in their firm’s growth. The major differences are as follows: 



-  Entrepreneurial Growth Pattern – 
 

 

78 
 

ü Dotcoms tend to use more internal finance than traditional firms. One reason is that 
online retail shops can use drop shipping that they do not need to stock the products and 
this way they can bootstrap 

ü Dotcoms prefer to outsource than hire new employees. Although traditional firms also 
outsource some operational tasks, but dotcoms outsource a lot more. This is one other 
part of the location strategy as they use international operation 

 There were expectation that dotcoms could have the location bypass, but this study shows that 
being dotcom or operate traditionally is not the criterion for growth location strategy. 

6.2. Theoretical Contribution 

This study contributes the findings to the field of entrepreneurship majorly and in particular the 
growth of small firms. Several scholars already contributed their researches to the growth of 
small firms from which I have extracted the literatures to review for this study. My study 
contributes to the pattern of small firm’s growth that covers some entrepreneurial aspects such as 
entrepreneurial finance, e-commerce, and internationalization. 

There are supports and denial of previous theories of growth in the results of my study. Several 
author already contributed about growth motives. My study proved some existing theories (e.g. 
Morrison et al., 2003; Gilbert et al., 2006; Edelman et al., 2010; Tyszkaa et al. 2011) and some 
others got partial denial (Shane et al., 2003) from this study findings. The denial part of the 
results is where Shane et al. (2003) took location as a motive of growth, but the findings show 
that the growth motive is independent of location of the firm, regardless of what types of firm it 
is. It is the nature of the firm that decides the location importance and its role in the growth as a 
motive. 

When it comes to the growth strategy, my research contributes the findings to entrepreneurial 
growth field. How small firms grow has three aspects of finance and internationalization. 
Furthermore, the effectuation theory by Sarasvathy (2003) also was proved for small firms. Most 
firms start small with what they have in hand and try to grow faster.  

The growth indicators also proved the previous studies (e.g. Bernholtz & Rives, 1977; Gilbert et 
al., 2006) while adding the outsourcing to the previous measurement units i.e. employee, sales, 
assets. Furthermore, the feedback loop and changes that should be made contributes to the lean 
startup concept of Ries (2011). Thus his entrepreneurial framework can also be used in the 
growth framework. 

6.3. Entrepreneurial Implications 

Every research and academic work is just a waste of time if no implications can be made out of it 
to the real world. The findings from any reliable research should be used in the relevant field to 
ease the human life.  

As far as my study is concerned, the entrepreneurs can use the findings and implement the 
framework into their own business. A case study-derived result can help others to have access to 
other’s experience. Entrepreneurs in both digital companies and traditional ones can use the 
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results and apply the framework to their current business. There were some findings that are 
related to the nature of each firm. Entrepreneurs can use the framework and findings of the study 
in all stages of their entrepreneurial activities. It is not only new small firms that can imply the 
growth pattern, but also the already established firms can imply the growth pattern to their 
current firm. 

Furthermore, the pattern of growth of small firms is a good tool for investors such as bank and 
institutions, VCs and business angels, etc. in order to analyze their projects and better understand 
the growth process. 

Besides that, all institutions promoting entrepreneurship and startup such as incubators, 
municipalities and other government organizations can use and apply the findings of this study 
into their ongoing cases and projects. 

The concept of corporate entrepreneurship or entrepreneurship is part of growth for companies. 
Companies and entrepreneurs need to know the motives in order to create intrapreneurs inside 
their own firm. They need to choose the best strategy and apply it to the process of 
intrapreneurship in their own company. They need to know measurement units and how to get 
feedback and use the feedback loop to optimize their current process.  

Moreover, the results of this study contribute to the Internet business and all relevant 
entrepreneurial activities within this field. The concept of digital entrepreneurship can be 
promoted and the findings of this study can contribute to that field as well. 

6.4. Suggestions for Further Research 

This study focused majorly on the process of growth in small firms and tried to figure out 
whether dotcoms differ from traditional firms in growth pattern. The findings suggested the 
framework as well as some sidelines that were interesting results.  

There are several items within this study that require in-depth research. My first research 
suggestion for future is one of the motives of growth: the entrepreneur’s character. In my study 
entrepreneur’s character was evaluated as the growth and entrepreneurial motive, but was just 
based on interview evaluation and narrative interpretation that was done by me. However, my 
suggestion is to conduct a research in broader view and examine the entrepreneurs’ character 
through psychological tests. Moreover, the concept of transnational entrepreneurs is also another 
topic that requires more in-depth study. 

Furthermore, the results show that the nature of company in most cases make a sudden change in 
the expected result (e.g. location for C5 was not important, but for C2 was important which both 
were expected to be the opposite). In one case could be the industry context and the other one 
could be the branding concept that created the unexpected result. An industry specific research 
can be a good solution. The growth pattern and the framework can be applied to any firm and 
organization, but in details there might be more differences than were shown in my study. 

Last but not least, the same research can be conducted in a form of triangulation research that can 
be examined by quantitative as well as qualitative method. 



-  Entrepreneurial Growth Pattern – 
 

 

80 
 

Chapter Seven: Trustworthiness and Limitation 

This chapter discusses the research trustworthiness and validity of the findings. The qualitative 
rigor is presented in this chapter. Furthermore, it is also mentioned how the author tried to build 
trust during the whole process of the thesis. Finally the limitations of this study are presented in 
this chapter. 

7.1. Qualitative Rigor 

It is important to build trust for the readers and persuade them about the validity in the findings 
of the study. According to Thomas and Magilvy (2011), the terms validity and reliability in 
quantitative research and the term rigor in the qualitative research are used to establish the trust 
of the readers about the findings in the research. They also suggest that the qualitative rigor can 
be examined through four major elements: truth value (Credibility), applicability 
(Transferability), consistency (Dependability), and neutrality (Confirmability). These four 
components are used as indicators of building trust from the results of a qualitative research 
(Thomas & Magilvy, 2011, p. 151).  

7.1.1. Credibility 

Credibility of the research allows the readers to interpret the experience gained through the 
research. Credibility can be secured through researcher’s techniques in data collection such as 
interview techniques such as recording, double checking, getting back to the interviewee, etc. in 
order to make sure that the transcripts are accurate and the collected data promote the credibility 
of the research (Thomas & Magilvy, 2011, pp. 152-153). Therefore, the credibility of a 
qualitative research depends mostly on the researcher’s ability to use such technique to augment 
the credibility of the study (Golafshani, 2003, p. 600).  

In my research I have used techniques to have the best credibility possible. As the main case 
which I used was my own company, I tried to leapfrog the bias via additional cases and used the 
interview. During the interview, I tried to give freedom to the interviewee and used a recorder to 
make sure the transcripts are accurate and credible. It is hard to make accurate note when the 
researcher is interviewing, taking notes, and also tries to interact. Therefore, a recorded interview 
is the best choice to have an accurate data and I used this method for data collection and 
transcribing the interview.  

Furthermore, member checking is another method of building credibility in a research in which 
the researcher gets back to interviewee and checks again his interpretations from the interview 
(Thomas & Magilvy, 2011, p. 153). For the companies C2 and C4 there were vague parts and 
follow-up questions that were done for C2 by another meeting and C4 by e-mail corresponds.  

Moreover, one positive part of having my own company as the main case is the increase in the 
credibility. As the company C1 is my own company, I had great access to all detailed 
information which other entrepreneurs might not be willing to share all such information. This 
adds the credibility of the thesis, as I had all information and details that were needed on hand.  
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7.1.2. Transferability 

Transferability addresses the applicability of the research. In other words, transferability defines 
how the finding of a research can be applied in another context or by another group. There are 
several approaches that increase the transferability such as using the focus group, semi-structure 
interview, and having dense description of the population and sampling (Thomas & Magilvy, 
2011, p. 153).  

In my thesis, I have used a focus group and chosen the companies based on the requirements that 
I have had to have some dotcoms and some brick-and-mortars. This way, I have defined and 
addressed my population and focus group. The interview is semi-structured that gave the ability 
to me to stay focused on the group and topic while giving freedom to the respondents to speak 
out and give their own insights. The finding of the research addresses the groups that are small 
entrepreneurial firms. It also has drawn a distinctive line between dotcoms and brick-and-
mortars. This way the findings of the research are applicable for any small company including 
dotcoms and traditional firms. 

7.1.3. Dependability 

Dependability in the qualitative research addresses the same concept as validity in a quantitative 
research. According to Thomas and Magilvy (2011, p. 153), in order to have a dependable and 
consistent research the researcher should make sure about the followings: 

· Specifically identify the purpose of the study 
· Justifying why and how the respondents were selected 
· Specifying the data collection process 
· Describing the process of data analysis 
· Presenting the research findings 
· Using specific techniques to increase credibility 

As far as my study is concerned, in chapter three I have presented the purpose of this study, case 
selection and method selection, research design, analysis and interview process in-depth. 
Furthermore, I have used techniques such as triangulation, use of matrix and tables in data 
analysis and presented the results. 

7.1.4. Confirmability 

Confirmability corresponds the same meaning as objectivity in quantitative research and the 
researcher should be careful to avoid any bias imposed by his/her personal perception and 
feelings of the phenomenon (Thomas & Magilvy, 2011, p. 154).  

As I mentioned before, in order to receive the objectivity and skip any bias caused by having my 
own personal feeling I have done different techniques to have better view. One major problem 
was having my own company as the main case that could bring a lot of subjectivity and I have 
solved that by having four side cases as well. I recorded the interviews in order to stay accurate 
and reduce the objectivity and avoid having my personal interpretation of the topic.  
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7.2. Limitation 

In chapter one, I have briefly mentioned the limitation of the study and its scope. However, 
during the procedure of this study I faced more limitations that I address them here. 

As mentioned, the main limitation of this thesis was time and financial constraints. The study 
was performed on case study and limited to five companies. The time was also limited from 
entrepreneurs as the CEO of companies mostly have strict schedule and are hard to find. 
Triangulation and mix of quantitative and qualitative study could be an option that was not 
possible due to the time and budget constraints of this project. 

The cases are from different industries and no industry-specific study was done here. The time 
and budget constraints did not allow me to have industry-specific or size-specific enterprise 
research to find out the process of growth in each of them.  

Furthermore, the cases that were selected were also limited to some focus groups. For instance, 
dotcoms that are selected are all online retailer that adds a bias to the thesis.  According to Table 
2 which is based on Hanson (2000) and Clemons (2009), there are different Internet business 
models that are improvement-based business models and revenue based. The selected cases are 
all revenue based, user pays and product sales. This choice limits the thesis to the online retail 
industry when it comes to dotcoms analysis. The major reason for such a limitation is not only 
time and money, but also the accessibility to the sample and potential companies. It is hard to 
find free time of many entrepreneurs and also being in Umeå most of the time adds also this 
limitation to have less potential firms than in big cities of Sweden. 
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Glossary of the Frequent Terms 

 

 
Term Description 
VC Stands for Venture Capital. VC is an option of 

financing companies during growth stage. 
When a company uses VC as a finance 
resource, the shareholders will lose some 
shares and ownership. VC will have a decision 
making power if they gain the majority of the 
company’s share. It is popular that even when 
they have the minority of company’s share, 
they take part in decision making and 
management issues to make sure about the 
return of their investment. 

Dotcom A company that its revenue comes completely 
from the Internet and their online performance. 
They may have sort of off-line revenue, but 
their existence and nature relies on the Internet 
business. 

Brick-and-Mortar Company type that is opposite side of dotcom 
and their business nature is done in a 
conventional and traditional business. They 
may use the Internet, but their major income 
and company nature relies on their traditional 
business operations 

Ambidextrous 
Management 

Dual tasks that the company has one operation 
going and the same time will have another 
operation in parallel. Here, it is used as a form 
of innovation. One innovation is developed, 
while another innovation is begin established. 
Google is a sample of doing ambidextrous 
management by introducing new innovative 
ideas and products 

Entrepreneurial Growth  Business growth and expansion of new 
ventures and entrepreneurial activities.  

Growth Stimulus The external and internal factors that can 
accelerate and facilitate the growth of firms 

Growth Indicator The elements that are used to measure the 
growth of firms 
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Appendix 1: Market Research for Sport Fishing in Sweden 
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Appendix 2: The Fishing Tackle Market in Europe 

 

Source: European Fishing Tackle Trade Association 
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Appendix 3: C1’s Millstones through Gantt Chart for 2010 

 

 

 

 

 

 

 

 

 

 

 

 

Specific Aims
A Official for Company

Web Site Domain Registration

Company Registration

Company Logo design

B Web site Development

Web Site Programming and Design

Get SSL Certification

Finalize Payment Gateway and Banking

Finilaze Contract w ith Shipping Company 

C Logistic and Sourcing Products

Find New Distibutors and Drop Shippers

Visit Fly Fishing Fairs in Stockholm (March10-14)

Finilaze Orders and Contract with Suppliers

D Web Site marketing

Search Engine Optimization

Search Engine Marketing Using Google PPC

Guerilla Marketing

E Operations, etc

Set Up Office and Start of Work

Product Entry into Website Catalog

First Order Expected

Shipping and Handling of Orders

 = completed

 = projected

Jun July Aug Sep

Objectives

Jan Feb Mar

Quarter I

Quarter IV

Oct Nov Dec

Quarter II

Quarter III

Apr May
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